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We don't believe in long goodbyes. 


Every few years, we make a point of replacing our aircraft with the latest the industry has to offer. In fact, our fleet is kn 





.. LEADERS 





















. CHURCHILL AND EDEN 
17 The old order changes 


ASIA 
. 21 Burma votes out the junta 
Hs 20 One year after Tiananmen 
* 2 Hangings in Malaysia 
743 Taiwan's dream of China 
24 Japan upsets its guest-workers 





















(| AMERICAN SURVEY 
-.25 Selling the bust thrift's property 
` 26 A different face from Massachusetts 
27 Homeless charity in trouble 
- 21 Hazardous waste at Hanford 
~ 28 An echo from Vietnam demos 
| 28 The power of the Columbia river 
| 32 Lexington: Kemp's crusade 


|. INTERNATIONAL 

4 33 Colombia’s bullet-proofed president 
1. 34 ThesecondroundinPeru — . 

-| 34. Dominica: Eugenia Charles forever 
Ae 35 Cleaning up Mexico's voting 

35 The Arabs' fiasco in Baghdad 

u 36 How not to be a commando 

~~ 38 Democracy in French Africa 

_,. 38 Tanzania: The teacher departs 





| EUROPE 
| 43 Boris Yeltsin's Russian circus 
-| 44 Pre-election Czechoslovakia - 
_ 45 The United States of Germany 
| 45 Why Poland misses parties 
|. 48 Eurobuzz: A tale of three cities 
49 Italians vote on shooting 
49 The Bulgarian road to democracy 




















ro ect for Poland - 


| 's uneven slowdown 







WORLD POLITICS AND CURRENT AFFAIRS 


.95 Masaccio's frescoes visible at last 


RB Meanwhile, back in Russia vm il 
A little hope from Ulster ...... (—— PER 12 
\merican thrifts: John Doe's burden . RETE ORTOS EN PUN 13 

" Dropping President Bongo .......... ————————— — I 14 

j Don’ t bank on Jordin coe codd EREMO Tr es ok 15 


BUSINESS, FINANCE AND SCIENCE 
63 BUSINESS THIS WEEK 


BUSINESS 
65 From eurosclerosis to europhoria 
66 McLlaren's Ferrari-chaser 
67 Management focus: Leadership —— 
68 Red tape trips American businesses 
68. Japan's Bangkok blues 
69 Spain's tourist drain 
70 Neste's new directions 


15 Westland Aerospace takes off 


FINANCE 


77 America’s apocalypse-watchers 


78 Drexel’s junk sale 

78 Ivan Boesky's Mulheren testimony 

79 Economics focus: Why share prices move 
80 The Société Générale affair, contd 

80 Italy's banking politics 

81 Closures in the City of London 

81 Latin American firms borrow again 

82 The fading Hongkong dollar. 

85 Steady but slow deregulation in Seas 


- SCIENCE AND TECHNOLOGY 
87 The crater that did for the dinosaurs? 
88 Increasing chemical bondage 
88 Improving the mosquito 
89 How antibiotics evolved 


ECONOMIC AND FINANCIAL INDICATORS 
107 Output, jobs, prices, commodities, bourses, in- 
` terest rates, trade, currencies, plus a closer look 


at gold supply, wool and exchange rates 


BOOKS AND ARTS 
91 China'ssilent fifth of mankind 
92 The Tiananmen massacre 
92 Eastern Europe's escape from communism 
93 Argentina's economy 
93 Miroslav Holub, Czechoslovakian poet . 
94 Yemen's mud-brick buildings 


LETTERS . 
~ 6 On Araby's woes, the Court of Justice, — 
| - Gorbachev and the law, thini is beautiful 





| Back in in Russia 


| Yeltsin stirs, page 43. 
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The mess that Gorbachev led 
behind, page 11, and that. — 







Gorged on Thailand 
Japanese investors seek their 
own remedies for indigestion, 
page 68. 













































Burma joins world 
One more success for 
democracy, page 2. 


Bosses as leaders 


Companies need leaders as wel 
as managers, but have to know 
the difference, page 67. 


Why stocks move 


page 79. 





Taiwan dreams - 
Of the mother country, page 2 








Dinosaurs, by waves, or acid `: 
rain, if a comet hit the 


Caribbean, page 87. 


Unthrifty follies | 
At last, the Bush admini 3 









ractic fi rid. D (Beco will 
‘not solve the problems of the 
Middle East. The cultures of the 
Middle East are steeped in the 
benevolent (and not so benevo- 
ent) form of authoritarian gov- 
rnment it has had for centuries. 
Ye system works. 
- The only choice the people of 
he.Middle East have is autoc- 
vy or utter chaos. It is hoped 
ey will keep the former. 

ü JOHN TOWNSEND 





JR—Your survey and in par- 
icular the cynical section on the 
rab “loathing” of Israel, enti- 
"Life as an ostrich”, repre- 
ent a trivialisation of the root 
auses of the Arab-Israeli con- 
ict and therefore constitute 
ro-Israeli apologia. 

It seems that the entire tragic 
istory of the establishment of 


tinian people and other Arab 
ountries, is not, in your opin- 
on, sufficient cause for the mess 
n which some of the Arab coun- 
tries live. You would have us be- 
lieve that the displacement of al- 
most all the Palestinian people in 
948 and the ensuing wars; the 
upation by Israel of a number 
Arab territories; the frequent 
è mnsstument by Israel of Pal- 



















3 ss, including Tunisia and Iraq; 
ily killings and beatings of 
ni: ph deportations, mass 
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detainments without charge or 
trial of thousands of Palestin- 


_ians, the demolition of their 


homes, confiscation of their land 


and water, are unjustified rea- 


sons for which to blame Israel 
for their plight. 

These are but few of the 
causes which explain why almost 
all Arabs behave like ostrichs, 
blaming Israel for their mess, as 
any fair human being would do. 


London ORFAN ARAB 





Si&— You should be com- 
mended for your survey. If the 
Arabs had not been guided by 
blind, mindless hatred for Israel, 
they would, for example, long 
ago have agreed to the so-called 
Lowdermilk plan under Presi- 
dent Eisenhower, which, by co- 
operation between Israel and 
Jordan, would have yielded by 
far enough water for the region. 


London MANFRED LEHMANN 





SiR— You argue, rightly, that de- 
mocracy in the Arab world is still 
in its infancy. However, you did 
not address an obstacle which is 


hindering any real democrati- 
sation in the region—the Arab- 
Israeli problem. You merely dis- 


cuss the effects of the Palestinian 
uprising from the viewpoint of 
the neighbouring Arab coun- 
tries. But the intifada has an 
identity of its own: it is a sponta- 
neous movement in defiance of 
the lsraeli occupation of Pal 
estinian territories. It has to be 
emphasised that the Palestinians 
are calling for a democratic state, 
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all its 
neighbours. 

It is true that some Arab gov- 
ernments are championing the 
Palestinian problem for their 
own domestic advantage. How- 
ever, the fact remains that the 
Palestinians are stateless. Most 
people would agree that living i in 
an undemocratic state is still 
more tolerable than living under 
the occupation of a "real democ- 
racy”. Peace in the region will set 
off a chain reaction, similar to 
that in Eastern Europe, towards 
democratic change in the Mid- 
dle East. 


London Y.M. SHARAIHA 





Europe's ties 


Sm— Your leader on European 
union (May 5th) ignored the 
development of the Court of Jus- 
tice. The most successful supra- 
national institution should be 
the focus of interest in the con- 


tinuing debate about integra- 


tion— particularly ín Britain, 
which complains with some jus- 
tification that its record in ob- 
serving Community law is better 
than most. 

Enforcement of the laws needs 
to be reviewed in the forthcom- 
ing discussions, and national 
courts should be empowered to 
play an increasing role in enforc- 
ing decisions of the commission 


and the EC Court of Justice. 


Dublin. PETER SUTHERLAND 





Comrades' law 


Sin—By his confrontational pol- 


icy in Lithuania and by rejecting 
moves towards independence 
taken by Latvia and Estonia, 
Mikhail Gorbachev has muffed 
important opportunities to tell 
the world that at long last the 
Soviet Union accepted the rule 
of law. Mr Gorbachev in 1988 
made the socialist rechtsstaat.— 
the law-based socialist state—a 
plank in his reform platform. 
His Baltic actions belie this 
promise. 

The Soviet constitution in Ar- 
ticle 72 grants Lithuania, Latvia 
and Estonia “the right freely to 
secede from the Soviet Union.” 
If there is an ambiguity in that 
clear language, Mr Gorbachev's 
legal institutions have the means 
to explain it: the Soviet Supreme 


| Court has jurisdiction to hear 
Cases of 
: : as it did in that of the 


"exceptional ~ impor- 


| The Economist Intelligence Unit 












called upon: to adju 
meaning of Article 72. : 
Mr Gorbachev should trust 
his judges, for rhe Soviet federal 
judiciary has been a friend of his 
reform effort. Supreme Court 
judges helped shape reform by 
speaking on its behalf from 1986 
on, and they are anxious to get 
into the business of judicial re- 
view of constitutional ‘issues. 
Chief Justice Terebilov has said 
as much. The Supreme Court 
has been a weak and politically 
vulnerable institution. Each of 
Mr Gorbachev's predecessors 
tinkered with its powers. His 
turn could be the salvation of his 
faltering reform programme. 
Great Falls, 
Virginia 




















































JOSEPH BRAND. 





Thin is beautiful 


Sig—1f Dr Judith Langlois and 
Dr Lori Roggman had measured 
people's reactions to a. compos- 
ite silhouette rather than a com- 
posite face, their results would 
have been astonishingly differ- 
ent (May 5th) A “typical” 
woman is a size above (a British) 
14, whereas the most attractive 
silhouette i is generally thought to 
be just on the healthy side of 
emaciated. A nose can be too 
long or too short, eyes can be set 
toó wide or too close, lips can be 
too thick or too narrow, but a 
woman can't be too thin. 

I have no idea why Europeans 
and Americans consider slim- 
ness to be part of beauty, but it 
certainly i isn't because i it is "typi- 

cal" or "average". 
Bois le Roi, 


France JUDITH CORSTJENS 















New EIU Briefing 
Germany on the Road 
to Unity 


Chancellor Kohl is taking the two: 
parts of Germany on the fast route 
to monetary, economic and poli 
unity. This EIU Briefing assesses the 
task of integrating East Germany's 
antiquated and hidebound economy 
and decaying infrastructure into the 
West German dynamo. It argues 
that despite some West German 
misgivings, ‘unification will take 
place in 1991 and that Kohl's effort 
will be handsomely rewarded. 

F Price: £95 UK & Europe; US$190 North 
America; £100 Rest of World 
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Doctoral Fellowship || 


Leading to PhD in 


Financial Economics: 


The Institute of Finance and ctp at z 


LBS is Europe’s leading centre for financial - 


research and maintains research interests in . - 


most areas of financial e economics. The - 


Institute invites applications from candidates Ü 


working in: "e 

* Mergers and Acquisitions - 

* International Finance 

* Regulation of Capital Markets 

* Options, Futures and Swaps 

* Market Microstructure , 

Through the continuing sponsorship. af 
Salomon Brothers International, generous 
fellowships (including payment of fees and ` 
living expenses) are available to outstanding 
candidates for PhD research in Financial 
Economics. 

Recent PhD graduates of ~ Institute. 


have been appointed to faculty positions ato a 


leading universities, such as MIT and LSE, 


and positions in financial institutions such E 


— Salomon Brothers, CSFB and the Bank — 
i of Italy. 


_ Applicants should send their cv's ha de GE 
names of three referees to Dr Evi Kaplanis at 4 


he address below. 


' Closing date for applications: Friday 2 22 
| June 1990. 


Dr Evi Kaplanis, institute m Finance and 
Accounting, London Business School, 


| Sone Place; form daa Park, London iub 48A. | | 


BUSINESS STRATEGY! 
T ATEGIC M/ N AGEMEN KU 
£27, 500 plus 


| Applications are invited to fill the position of Editor 


for a growing group of specialist business strateg y 
periodicals and book series targeted to director-lev 
executives. Circulation is international with subs 

ers in 80-plus countries. While journalistic s skills wot ild 


_ be useful, most important is: | 
Jq — Exceptional expertise and a iced intere 


business strategy/strategic management. 


| ^. — To provide strong pro-active editorial direction: Ot 


an existing network of field editors. 
— To enjoy and be adept at networking with at - 
- thors/contributors. uu 


|| — To have a mind-set that will strive for continual. 


. improvement in editorial quality. 


| a ! coroana or academic experience and/or MBA. | 
{useful |. . tt 
i ‘Applications, including CV, to: SDP Ltd, IPS House, 5 * 
li EN Avenue, Maidenhead, Berks SLG 1RR, UK. 1 


The jnter- Amer an |Di NON MIR Bank, an iienaa fiiia 
organisatio seek igual economists for assignment at Was 
T ~ headquarters. The selected- candidates will condu 
appr. isals of credit anc financial sector adjustment loan operatio 


in the context of overall macro and financial sector policies, a 


will be responsible for making recommendations for the design 


|: the proposed loan operations. Emphasis will be placed on: 
-evaluating the relationship among fiscal, "exchange rate a 


monetary policies, a nd the resulting impact of these policies on t 


E financial sector; b) evaluating the effect of financial policie 
“savings mobilization; resource allocation: and the viabilit 


financial institutions. 
2 Requirements: 


* Master's De ree or equivalent iem qualification in. 
nomics or related fields (PhD is preferable). 


* Atleast five years of experience as an economist specialising 
the financial sector. Knowledge of economic policy, quantita 
tive methods and hands-on experience dealing with issues and: 
applying analytical appraisal techniques in the sector. 

* Fluency in English and Spanish essential; knowledge of Frenc 

and Portugese desirable. — 


We offer an excellent salary and benefits package, incidi 
relocation. costs. Only finalists will be contacted. for interv 


` interested applicants who meet all the above requirements s 
- send a cover letter anc curriculum vitae to the following ad | 
order to be received no later than June 27, 1990. | 


Employment Section—CC, Inter-American Devel Su 
1300 joda York Avenue, Washington DC 20577 USA. F AX 
623-3096 














announces an international st aff position for: 


NUTR. 


TIONIST 






Areas 


in West Asia and North Africa (WANA) to develop 
sustainable improvements in dryland cereals, food le- 
^ gumes, farm resources management, pasture, forage, and 


over 60 senior scientists and 600 technical and support 


~~ bean and lentil production improvement and—with other 
centres—a joint regional mandate for wheat and chickpea 
production improvement. ER ui eb. © us 


~- Scientists conducting research on feed and pasture legumes, 
native pastures and livestock systems. Specific responsibil- 
` ities include: : Er rn 
.. ¥ Conduct research on the nutritional value of cereal and 
legume crop residues, in ciose cooperation with crop 
improvement scientists; ee en ee 
Ý Develop feeding strategies involving both traditional 


local and improved small ruminant genotypes; ois -< 
X Assume full responsibility for a - Feed Quality 
" Laboratory: 5 M MI 
X. Participate in training, both on and off station. _ 


years' postdoctoral experience; ability to w 
..; Vely with scientists of different disciplin 
demonstrated ability to conduct. resear 
andpublihresults. — o oo 00 | 
Post The position, within the Pasture, Foi ge and Live- 
| Stock Program, is based at ICARDA’s modern hea quar- 
ters and main research station located in a rural setting 
. 35km from Aleppo, Syria; the position involves moderate 
© international travel. Fluency in English, ICARDA's work- 
- ing language, required. Arabic and/or French Capability an 
-. Benefits Salary paid in US dollars based on experience and 
. qualifications. Benefits include housing allowance, paid 
home leave travel, a retirement and health package, 
provided auto, free enrolment for dependants. at the 


ork collaborati- 
and nationalities; 
communicate 









— other internationally competitive conditions of service... - 
|. Application Qualified applicants are invited to send: 
| Ll a curriculum vitae with recent salary history; | 
2. nàmes, addresses and telex numbers for three profes- 
-sionalreferees; => 0000000000 dE A RA 
. -photocopies (non-returnable) of other relevant support- 
to: Dr Aart van Schoonhoven, Deputy Director General 
Research TUN EM I2 E 
_ ICARDA, PO Box 5466, Aleppo; Syria. « =. 
Telex; 331208 ICARDA SY, or 331263 ICARDA SY. 
or 331206 ICARDA SY. "e 
. , Telephone: (963-21) 213433, 213477, or 234890. - 
Reference please quote position “no DG/07/90: on 
Position closing Cpen until suitably qualified candidates - 
Sono. KM dA € IC | 
. Announcement date 6 May 1990; 


© ICARDA is an Equal Opportunity Employer. 











a International Center for Agricultural Research in the Dry 


Organisation ICARDA, one of 13 international centres - , 
. Supported by the Consultative Group on International ^ - 
Agricultural Research, cooperates with national programs | 





à ‘livestock production. ICARDA's multidisciplinary staff of - 


personnel has an international mandate for barley, faba ` 





Position The Ruminant Nutritionist will join.a team of | : 


and new feed resources that maximise produ ctivi ty of 7 


Qualifications Earned PhD in animal nutrition, or related | 
field, established international reputation or at least five 








¿o ICARDA-administered international school (K- 12); and - | 
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International Center for Agricultural Research in the Dry Areas 








: e grams in West Asia and North Africa (WANA) to 


- food egumes, farm resources mana ement, pasture, 








N;-FIXATION . 
SPECIALIST/SOIL . 
MICROBIOLOGIST | 


Organisation ICARDA, one of 13 international centres: 
supported by the Consultative Group on International 
Agricultural Research, cooperates with national pro- 
















develop sustainable improvements in dryland cereals, 


forage, and livestock production. ICARDA's multidisci- 
plinary staff of over 60 senior scientists and 600 technical 


. and support personnel has an international mandate for 
.. barley, faba bean and lentil. production improvement 


and—with other centres—a joint regional mandate for 
wheat and chickpea production improvement. 

Position The N;-Fixation Specialist/Soil Microbiologist is 
part of a multidisciplinary team seeking to improve 


Sustainability of regional dryland farming systems with 


specific application to legume biological nitrogen fixation 


. and nitrogen cycling, Main responsibilities include: 


* Develop and implement a research program involving 
role and maximisation of fixed nitrogen in Crop rota- 
tion involving forage and food legumes; 

* Strengthen relationship with national programs and 
assist in developing research capability through train- 

. ing and cooperative projects; 

* Produce technical reports and training material; 

** Establish effective collaboration with other centres of 
excellence to augment regional efforts. 


. Qualifications Earned PhD in agronomy, soil science, or 


soil microbiology; at least five years' research experience 
in legume N, fixation, N cycling and 15N technique; 

ractical experience in developing countriés and/or dry- 
find farming systems desirable. Fluency in written and 
spoken English is essential. 


Post The position reports to the leader, Food Legume 


Improvement Program, and is based at ICARDA's 


modern headquarters and main research station located in 
a rural setting 35km from Aleppo, Syria. Arabic and/or 
French capability would be advantageous. 


» Benefits Salary paid in US dollars based on experience 


and qualifications. Benefits include housing allowance, 
paid home leave travel, a retirement and health package, 


aN ee auto, free enrolment for dependants at the 


CARDA-administered international School ( K-12), and 
other internationally competitive conditions of service. 
Application Qualified applicants are invited to send: 

l. a curriculum vitae with recent salary history; 


2. names, addresses and telex numbers for three profes- 


sional referees; a | E 
3. photocopies (non-returnable) of other relevant. sup- 
porting documents, | nud 

to Dr Aart van Schoonhoven, Deputy Director General/ 


Research —.— Medo Mors | 

ICARDA, PO Box 5466, Aleppo, Syria, — 

Telex: 331208 ICARDA SY, or 331263 ICARDA SY 

or 331206 ICARDA SY. m g 

Telephone: (963-21) 213433, 213477, ör 234890. 
Reference please quote position no DG/09/90 on 
application. - | 
Position closing Open until suitably qualified candidates _ 
apply. | | 


Announcement date 6 May 1990, 
ICARDA is an Equal Opportunity Employer. 














i nternational staff position for: . 
























|. REGIONAL RESEARCH. 
PROGRAM COORDINATOR | 


©» Organisation. ICARDA, one of 13 international centres 
“supported by the Consultative Group on International 
-* Agricultural Research, cooperates with national programs 
in West Asia and North Africa (WANA) to develop - 
sustainable improvements in dryland cereals, food le- 
p farm resources management, pasture, forage, and 
ivestock production. ICARDA’s multidisciplinary staff of © 
over 60 senior scientists and 600 technical and support . 


* 


` announces an inte 

















Agricultural | 
in W 















quaes, farm resources management, pasture, forage; and. 
ivestock production. ICARDA's multidisciplinary staff of 
over 60 senior scientists and 600 technical and support 
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ith national programs and | 






















training events; 
^ft In consultation with ICARDA headquarters, be respon- 
sible for program administrative, financial, and logistics © 
management, including administrative control of out i 
posted staff in the region. E 
Qualifications Earned PhD in agricultural science, prefera- 
-bly-plant breeding or.agronomy; minimum of 1 years 
experience in agricultural research and training; three. 
years’ experience working in a multidisciplinary team in a. 
developing country, international organisation, or bilateral 
rogram; management experience; ability to work colla 
-boratively with scientists ot. different disciplines and nation 
 alities. Must be fluent in spoken and written Arabic an 
, English. o 
.' Post The ponen reports to ICARDA:'s Assistant Director 
. General for International Cooperation, and is based at: 
- ICARDA's Amman, Jordan, regional office; frequen 
- international travel. B 


. Benefits Salary pu in US dollars based on experience a 

^ qualifications. Benefits include housing allowance, p 
home leave travel; a retirement and health package 

provided auto, education allowance and other internation 


* Establish effective collaboration with.other centres of 
excellence for research on mechanisms of resistance and 
application of biotechnology to plant disease 
management. ! 










































































|. ally competitive conditions of service. 
Application Qualified applicants are invited to send two each: 
Br s 












sional referees; 

3. photocopies (non-returnable) of other relevant support- 

ing documents, ro EL re es eee 

to Dr Aart van Schoonhoven, Deputy Director General/ | 
Research cue A Ropa. —— Ci eT 
ICARDA, PO Box 5466, Aleppo, Syria. —. = — n. 
Telex: 331208 ICARDA SY, or 331263 ICARDA SY. °° | 
or 331206 ICARDA SY. aa 
Telephone: (963-21) 213433, 213477, or 234890. 

Reference please quote position no DG/10/90 on 

DioR FK ORB Nora adea ; 


oak + 


Position closing Open until suitably quahfied candidates 


apply. | | 
Announcement date 6 May 1990. 


> ICARDA is an Equal Opportunity Employer. .- 


1l. acurriculum vitae with recent salary history; 
2. names, addresses and telex numbers for two profession- 
al referees; | 
3. photocopies (non-returnable) of other relevant support- 
ing documents, 
to Personnel Officer 

ICARDA, PO Box 5466, Aleppo, Syria. 

Telex: 331208 ICARDA SY, or 331263 ICARDA SY 

Telephone: (963-21) 213433, 213477, or 234890. 
Reference please quote position no DG/11/90 o 
application. E 
Position closing Open until suitably qualified candidate 







ional Center for Agricultural Research in the 


. Internat 




















apply. TEM 
Announcement date 6 May 1990. 


. ICARDA is an Equal Opportunity Employer. 
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shington, but all ears - 
ses off. The chaos that ~ 
rbachev leaves behind... 
him as he meets President George Bush for. 
their second summit is a diversion that con- | 
stantly threatens to steal the show. To the fa- 
miliar array of problems back in the Soviet . 
Union—empty shelves, obstreperous Arme: - 
‘ans, bolting Balts—is now added Mr Boris 
itsin as the personification of popular Rus- .. 
sian discontent. Has the chaos mounted to - 
the point where it is about to overtake Mr 
Gorbachev and engulf him? : x aar $ sl 
After five breakneck years of glasnost and perestroika, the 















Soviet Union is plainly all but ungovernable. Yet that is 





naking it ungovernable 
in its old form is an achievement to be proud of. The real 
question is whether, after the effort it has taken to pull the old 


hardly Mr Gorbachev's fault; indeed, mak 


order down, Mr Gorbachev (ot whoever may succeed him) 


has the power and the will to build anew on the rubble. 


. The odds are against him. Whatever deals Mr Gorbachev - 


brings back from Washington, his authority at home is lower 
than ever. Any one of this month’s crises, from the panic over 
food prices to continued rebellion by the Balts and new car- 
nage in Armenia, might have ended his American tour in. 


embarrassment. To cap it all, his arch-critic Mr Yeltsin was. 


this week made president of the powerful Russian republic, 


and promptly announced his own economic programme, a. 


mixture of cheek, bluster and real radicalism (see page 43). 


up to the gates of the Kremlin. Yet in each of these crises lies 
an opportunity for Mr Gorbachev, as well as a danger. _ 


- The danger in his economic troubles is clear enough. Af 


ter much dithering with faint-hearted and therefore ineffec- 
tual reform, the Soviet government last week presented pro- 


posals to parliament. that yet again put off crucial market- 


o or three years while sharply 





making reforms for another tw 
increasing food prices from July 1st. Without a real market 
and competition to curb their inefficiencies and force down 


their costs, Soviet factories will add to the shoppers' woes by 


- charging the highest prices possible under the government's 


guidelines for the few miserable consumer goods they pro- 


duce. And the signs are that the government will add to this. 


inflation by printing yet more money to boost wages and com- 
pensate just about everyone for the price rises to come. Not 
surprisingly, it has already been put about that Mr Gorba- 
chev is working on an improved set of reforms. 

.. For the past five years some Soviet economists have been 


ing with growing boldness of the need to promote private 















equally hard, if not harder, to get the radical ideas that: 


they are now emerging as a force in their own right—and a 


iat brought the challenge from Russia's nationalists right 


























































property, a market economy and foreig 
|. vestment as a way of breaking down 
power of the planning bureaucracy 
breaking up the industrial monopolies 
throttle the economy. They have also 
pointing to the painful consequences, incl 
ing unemployment and a drop in the alr 
miserable standard of living. In the past 
or so Mr Gorbachev seems to have bee 
tening. Unemployment, which used to 
deemed unacceptable in the Soviet Unior 
no lenger ruled out. Once an economic reb 
uncertain of his cause, he seems at last to understand th: 
only an economic revolution can save his country. : 

But understanding that is only half the task. It will now 


Gorbachev's aides claim he has past parliament and an in 
creasingly sceptical public. Paradoxically, however, the me 
his half-hearted reforms have created may be the stronge 
argument Mr Gorbachev can make for trying something new. 


That fatal lack of legitimacy "Er 
Though the shoppers are angry, the chief opponents of mar- 
ket reforms are the official trade unions. Once the obedient 
transmitters of orders from the state managers to the work 


conservative one at that. Partly the unions are trying to fer 
off the challenge from new unofficial unions by “fighting 
their members' unproductive jobs and miserably low re 
comes. Partly they are defending the idea drummed int 
Soviet people for more than 70 years, that equality is be 
than opportunity, even when equality, such as it is, m« 
equally wretched shares for most. Mr Gorbachev has to h 
that they are fighting a losing cause. LP aia 

He would have been better placed to confront the u 
had he taken the chance earlier this year to be elected. 
dent by popular vote, instead of by parliament. By duc 
vote (he has not even been elected to parliament, merely 
pointed by the Communist party), and yet taking upon t 
self vast. new powers to rule by decree, Mr Gorbachev 
ended up with the worst of all worlds. He is reluctant to 
the.economic powers that he has, precisely because he kr 
he lacks the popular legitimacy to back them up (whe 
newly elected Mr Yeltsin now carries more clout 
Gorbachev's attempted solution—the creation of a pi 
tial council, which includes some prominent critics—h: 
worked either. The first draft of reforms presented to 4 
ment last week had its teeth pulled by this august gro 


All of this points to the need for further-reachi: 1g pc 



























































ar ew insoluble economic MA or both, managed 
avoid chaos. and violence by draving their critics into 





et Union? It would have to be more than just a collection of 
worthies, like the presidential council, if it were to avoid tend- 

g towards the lowest common denominator. And if it in- 
uded people who really did have the authority to speak for 
fferent groups in Soviet society—the national fronts in the 





servatives would fight with the same ferocity that they 
e been fighting economic reform. As they no doubt re- 
ber, in Eastern Europe the round-tables of last year led 
xorably to the non-communist governments of today. 








i id on, or be ground down 

e that as it may, Mr Gorbachev might still use the opportu- 
' offered by the nationalist and political challenges that 
infront him. Indeed, he may have little choice. Whatever he 
may think of the nationalists in the outlying republics, or of 
the populist Mr Yeltsin, political change in the Soviet Union 
has already gone far enough to convince even the most hard- 
bitten party apparatchik that the Yeltsins and the rest, for 


A ittie hope in Ulster 





BEGAN life as guarded, has always been quiet, and is 
iow described as “tightly controlled". The optimism of 
Peter Brooke, Britain's secretary of state for Northern Ire- 
: must be a rugged beast to have survived his first ten 
1s in the job. Despite repeated outrages by the RA and a 
vrangle over the integrity of his own security forces, Mr 
ke has gone on believing that he could get nationalists 
SEPA to talk together about the province's future. 

uch optimism has to be cautious. Too many parties to 
agedy of Northern Ireland still shy away from the notion 
undamental change—though they mostly appreciate that 
tter future is unlikely to emerge naturally from the sorry 
s that now passes for politics in the province. Only after 








hieving the inter-party talks that could eventually result 
Yore normal way of running the place. 

To have got this far is an achievement in itself. Mr Brooke 
done more in a few months than many of his predecessors 
naged in several years—and nobody expected it of him. 
en = was appointed last summer, he was widely thought 








3 Whatever reason, 


- Time for a "government of national salvation" in the So- 


publics, including Mr Yeltsin's Russia, the main groups of - 
nservatives and radicals inside the Communist party and 

itside—it might not be able to reach agreement at all. What. 
iore, it implies the sort of real power-sharing that many 


to a lot of optimism, and shrewdness, from Peter Brooke 


hs of careful plodding has Mr Brooke come within sight 










enjoy genuir „try to hi 
that support to his own ends, ^ r Gorbachev would bet to 
do some striking things. Above all, he would have to devolve 
power: in a multinational state like the Soviet Union, power- 
sharing would not even begin to work at the top unless far. 
greater powers than he has been contemplating are trans: 
ferred to the republics (and even then the Baltic states may 
refuse to turn back). 

- So a government of national salvation presiding over a 
iuh looser Soviet federation, or perhaps a confederation of 
mostly independent republics? That seemed fanciful only un- 

l Mr Yeltsin made the issue of republican independence a 
issue, not just an Armenian, Lithuanian or Georgian 
iow the big difference between the Soviet Union 
Europe has been that, while East Europeans 
heir evolutions from below, Mr Gorbachev has been 











: largely making his from above. He has had no Solidarity to 
hold up the other side of a bargain, as Poland’ s communists 


did. That may now be changing. 
Of course, even if Mr Gorbachev had the power and th- 


"will to strike a deal with his opponents, the Soviet saga migt 
- still not have a happy ending. Although the Balts and some 


others seem ready for the sort of economic revolution that 
would free them of their Marxist chains, what about the Rus- 
sians? So far many of them seem to resent both their old 
Communist bosses and the initial privations that more radi- 
cal reform would bring. At least by acknowledging that the 
party can no longer govern on its own and by loosening the 
ties between the republics and the centre, Mr Gorbachev 
would give each of the republics, including Russia, the right 
to be governed by the government of its choice. 


to be a demoted ddl People paid more attention to some 

thing else that was happening at the time: the 20th anniver- 
sary of the deployment of British troops in Ulster—proof, 
said many in mainland Britain, that the place was hopeless 
and unchanging. Now, suddenly, hope and change are not 
just words to taunt a benighted province. The Irish govern- 
ment publicly accepts the need to re-involve unionists in the 
government of Northern Ireland; the unionists have appar- 
ently agreed to explore how this might be done, without in- 
sisting on the prior abolition of their béte noir, the Anglo- 
Irish agreement, and without objecting to the principle ofa 
role for the Dublin government in future talks: 


Unmagical skills 

Assuming Mr Brooke gets the various parties to the confer- 
ence table, he may still find that it was better to have travelled 
hopefully than to have arrived. Neither he nor anyone else in 
the province has a precise idea of what the talking will lead to. 
But talks about talks were his only real chance of establishing 
any momentum for change in Northern Ireland. In going for 



































t chance, Mr Brooke has defied many at Westminster—on 
both sides of the Commons—who would leave Ulster to rot, 
while piously declaring that well-intentioned initiatives will 
always fail. 
< Had Mr Brooke tried to pull a rabbit from the Irish hat by 
offering different audiences ultimately incompatible ideas, he 
would have been following an ancient Westminster tradition; 
but any of Ulster's politicians inclined to believe his act would 
have been badly let down. As it is, Mr Brooke is still talking 
with the unionists, despite four trips to Dublin in as many 
months. He has never behaved like a man in a black cloak and 
white gloves. He is widely trusted; and he seems to have made 
the most of this by some shrewd judgments on what Mr James 
Molyneux and Mr lan Paisley, the leaders of the Official 
Unionists and the Democratic Unionists, could be persuaded 
to concede. — — | | 
In his determination to get the unionists involved in talks, 
Mr Brooke might have been tempted to abandon the Anglo- 
Irish agreement. In fact, he seems to have conceded only a 
~inimal change in the workings of the Anglo-Irish secretar- 
— t. The agreement remains in place and with it Dublin's con- 
fidence in Mr Brooke. This he has cleverly underpinned by 
stressing the importance of the agreement as a process rather 
than a short-term solution, and by talking of the need to see 
Ulster’s future in the context of three relationships: between 
nationalists and unionists, the province and Dublin, and Ire- 


John Doe's burden 








to be shielded from another disaster 


SSESSING the size of America's thrift disaster has been 
like asking a heavy boozer how much he drinks: take any 
answer. and treble it. For too long the Bush administration 
has tried to pretend that the collapse of hundreds of savings 
and loan associations in the past few years presents a fairly 
yall and containable problem for the taxpayer. This pre- 
tence contributed to a surprising lack of public and press scru- 
tiny of a tale as rife with scandal, fraud and the abuse of power 
as any Hollywood script—but with far more serious implica- 
tions. The neglect is over. The federal government has begun 
to come clean about the size of what is the biggest single 
peacetime loss ever suffered by the American taxpayer. 

The Treasury secretary, Mr Nicholas Brady, has now ad- 
mitted to the Senate's banking committee that in the worst 
case (which, with thrifts, usually means the most likely one) it 
would cost $132 billion today to shut down all America's rot- 
ten thrifts. That is roughly equal to the whole federal budget 
deficit and is based on a forecast that more than 1,000 
thrifts—45% of the industry, by assets—will eventually have 
to be seized by the government. Private analysts have been 
assuming that for ages. The eventual cost is impossible to 
forecast: it is set by whatever cash can be raised by selling the 
assets (mostly property) of bust thrifts, to repay depositors. 


It would have been better if the Bush administration had - 






. been more realistic about the thrift arithmetic before it 


enia ri ur 





American taxpayers will have to pay billions to rescue bankrupt thrifts. They deserve 










land and Britain. This is the trilateral language used. 
by Mr John Hume, the leader of the nationalist SDLP. 
So what next! Negotiations over the structure of | 
gional assembly for Northern Ireland, representing bot 
Ulster's tribes, still seem to be a long way off. Given the t 
eral approach, any future talks will involve a series of 
ings: deciding their sequence will be tricky. Again, the va 
parties have each to decide what it is that they really w 
from the talks. Unionists, for example, are split betw 
those in favour of devolution and those keener on integratio: 
with Westminster—and this second group will view any pr 
pect of a hung parliament after the next British election a 
reason to go slow on devolution. _ rok 
The possibility that the Tory Mr Brooke could lose of 
in that election will soon begin to lend some urgency to: 
efforts. Mr Brooke could even turn this to his advantage 
once he has shown that inter-party talks are leading sot 
where. Ulster's younger politicians, both green and oran 
must know that a local assembly of some kind offers then 
only way out of their present limbo and into a normal c 
in politics. If Mr Brooke can persuade them that his is the v 
to such an assembly, then he may start to hear the languag 
conventional politics—of compromise, procedures, deal. 
being spoken in the province for the first time in decades. 
will need more than optimism to guide his efforts, but he'd 
lost without it. 





























pushed through last year’s bail-out law (a much trumpet 
“solution” for thrifts). The delay has not only added to tl 
final bill; it has also backfired politically. The thrifts alre 
threaten the re-election hopes of politicians from both | 
ties, especially now the press has woken up to a scandal whose 
victims—the taxpayers—have been astonishingly uncon 
plaining. That new political sensitivity is one of Mr Bra 
motives for owning up. The other is related to efforts to 
suade Congress to cut the budget deficit; a sense of horror 
come could help to concentrate minds. s 


Quick cures, longer preventions — T 
Even Mr Brady's latest guesses assume there will be no. 
bungling and no economic disasters. The final bill will: 
on interest rates and on how well the government's spec 
formed (and bizarrely named) Resolution Trust Corpora 
(RTC) handles the sale of up to 500,000 pieces of pro 
which it may end up owning. It will also depend on re 
economies and property markets: whether a Texas-style 
erty debacle is avoided in New England, and a New Eng 
style slump in California. ds 
.. All those doubts mean that the first principle in sc 
out the thrifts must be to expect the worst and be plea: 
surprised if things turn out easier. It would be foolish: 
policy on an optimistic forecast. And before impleme 













































is change would have a symbolic importance: it would con- 
rm that sorting out thrifts is not a technical exercise, but one 
of the biggest influences on future budget deficits. 
_ The RTC's main task is to sell its huge portfolio of prop- 
ty. The trouble is that, in any market, a forced seller of a 
large slice of the total supply will drive down prices against 
imself. That is why the RTC has so far sold hardly any of its 
oblem assets; it hates to cut its prices. But the property mar- 
t is bound to stay weak as long as the overhang of RTC prop- 
ty remains. So the RTC should do the job as quickly as possi- 
e, through auctions and bulk selling. A fast sale will help an 
entual recovery, as well as speedily identifying the size of the 
sayers’ liability. E | 
After the cure, preventive medicine is needed against a 
peat of this mess, either in thrifts or in ordinary commercial 
ks. At the heart of the problem is the moral hazard posed 
ederal deposit insurance; it increases the temptation to 
ble. with depositors’ money, since the federal government 
ies the risk. At last, even on this issue, sense is beginning 
penetrate the political barriers of Washington. 
. At the least, federal insurance is likely to be trimmed from 


Western governments must stop backing African dictators 


AFRICA knows worse dictators than President Omar 
A X Bongo of Gabon. He does not spend quite all the coun- 
try's oil revenues on his army and his palaces: When one of 
is chief critics is murdered, there is some surprise that such a 
ing should happen, and some doubt whether it was done on 
esidential orders. But he was an embarrassment to his 
ch patrons even before the latest bout of riots and 
lings. President Mitterrand's government has nevertheless 
it an extra detachment of soldiers to join the French stand- 
orce that normally props up his regime. 

e declared job of the French reinforcements is to rescue 
ch citizens from angry mobs; their more discreet task is 
rotect France's oilfields and other interests. With so many 
citizens at risk in Gabon, France had to reinforce its 
son. But most Gabonese perceived the new troops as 
| defenders of a bad government. Big countries that seem 
back dictators get blamed for the dictators’ misdeeds. 










ngo, all face riotous discontent. Each hangs on to absolute 
ower partly because his rivals think, rightly or wrongly, that 
ie force d'intervention would prevent his overthrow. None 





-which would help to ensure that deposits are not si 
















depositor— 
ire not simply split 
between. accounts. Beyond this, in principle, higher premi- 
ums should be charged to riskier banks or thrifts, to deter 
recklessness and to warn of future trouble. But the bureau- 
crats of the FDIC are reluctant to administer such a scheme. In 
that case, why not switch to private insurance? ° 

One way to run a private scheme would be for banks, 
thrifts and even non-bank banks to insure each others' depos- 
its by forming ad-hoc underwriting syndicates rather like the 
Lloyd's of London insurance market. America's banks have 
enough capital to make this viable. Even after assuming a 
25% dilution to reflect so-far-unrecognised losses, banks and 
solvent thrifts had nearly $200 billion of equity capital at the 
end of 1989. Mr Bert Ely, an advocate of privatised deposit 
insurance, notes that this is 15 times the FDIC's cash reserves, 
11⁄2 times the equity capital of all American insurance compa- 
nies and 16 times the "confirmed means" put up by Lloyd's 
investors. - > % 

Privatisation would have the merit of taking politicia~- 
and political decisions out of the business of bank failures. I 
bank ever looked like it was about to fail, the underwriting 
syndicate would move quickly to take it over. Critics argue 
that the public would never accept this. Once John Doe sees 
his tax bill for the thrifts mess, he might feel differently. 


30.00 




















(save possibly Mr Abdou Diouf in Senegal) would dream of 
going because elections said he should. 

All this follows, across the years, from the instant trans- 
formation around 1960 of France’s two vast sub-Saharan do- 
minions into more than a dozen politically independent, eco- 
nomically unviable statelets. The deal seemed generous at t^^ 
time, and worked reasonably well for a while. The French r 
government offices, communications and education while, in 
exchange, French firms kept hold of the local export trade. 


Old colonialists, new paternalists 
Looked at in a more high-minded way, the French sought to 
endow their new godchildren with the ingredients for true 
freedom: stable government and stable money. One element, 
however, was missing: democracy. Preserving stable govern- 
ment came to mean propping up corrupt dictators. Preserving 
stable money meant keeping the local currency so overvalued 
that it bankrupted the intended beneficiaries, and wiped out 
the exports that made the arrangement profitable for France. 
The economic mistake works like this. Thirteen former 
French territories in Africa use as their national currency the 
CFA franc. Its exchange rate has been fixed (at 50 to the 
French franc) since 1948, by guarantee from the Bank of 
France. For two decades this money remained sound, at 
French expense. More recently, stability against the French 
franc has meant overvaluation of between 15% against the 






























































in those economies that did best on inflation and 5096 
hose that did worst. Overvaluation, and farm protection- 
-ism in Europe, have made farm exports unviable. Oil is now 
-the one profitable export: fine for Gabori and Cameroun, but 
most CFA countries have none. —  — 222 

France is not the only metropolitan power to have trouble 
down in Africa. The Americans’. man in Zaire, President 
Mobutu Sese Seko, also backed by France and Belgium, is 
becoming a hideous embarrassment: he has impoverished his 
country and oppressed i n. Liberia, where the 
United States backs t 









whom they took under their wing by sheer carelessness after 
-he killed the previous oligarchs in 1979. The raggle-taggle 
band of insurgents who seem on the point of beating him may 
produce a regime even worse than his own. — | 


Don't bank on Jordan. 


That nice King Hussein is suddenly behaving rather un-nicely 


TEVER is happening to King Hussein? For many 


-Y V years Jordan's sturdy, Sandhurst-trained monarch has . 
been the acceptable face of autocracy in the Arab world. His - 
country's constitution gives him powers that are as good.as ^ 


absolute. He runs defence and foreign policy. He appoints 





calamitous mistake. His worst blunder was to take Jordan into 









of the survivor's art in the 
y stronger neighbours, can- 


king, accordingly, is a 


Middle East. Jordan, hemmed in 
not afford enemies on every 


brilliant hedger of bets. He has said pri yal 
peace with Israel (which puts him in the pro-western camp) 
but will not independently negotiate with Israel (which makes 
him a loyal Arab). He supports Palestinian statehood (on the 
West Bank) but not on the East Bank (even though most East 
Bankers are Palestinians). He is on good terms with America, 
but also with Iraq, the region's emerging superpower. 

Nice work, while you can get it. The trouble starts when 
you have to make choices. In Baghdad the king chose to de- 
fend Iraq's threat to use chemical weapons against Israel. The 
president, said the king, was the innocent victim of "an outra- 


=. geous plot". 
. In truth, Mr Saddam 





















Hussein is the victim merely of his 





That is the paternalists’ African nightmare: that by 
- ping a bad ruler they may put in a worse one, replac 


. horror happened while all sorts of powers—big Britain, ri 
. Saudi Arabia, nasty Libya, poor Tanzania—were tryin 


- foreigners had all despaired and given up interfering. 


local dollar, the Ameri- 


: ks the ruler and the local dollar, the road to their own destiny. President Yoweri Museveni, 
cans are at last shaking off the deplorable Mr Samuel Doe, 


|. as their former colonial masters keep calling the shots. 


_ lomatic mumbling), it is for his pogroms against the Ku 
` for hanging a journalist from the Observer and for illega 


“It takes a worried man to sing a craven song 
-. The charitable halfexplanation for the king's behaviour is 


` sharpened by the lack of any progress towards Arab-Isr 


him one without a reason. For ten years after 1978 the 


said privately that he wants 







Bongo, a Doe or a Mobutu with a monstrous Bokassa (o 
the Central African Republic-turned-Empire) or Amin 
of Uganda). Yet Uganda offers a moral. Its 15 years of uniq 





stick their oars in. Things got a bit less awful only when t 


Then Ugandans began, as all Africans must, on the ha 
body's puppet, is more widely respected than any of his pre 
cessors. He has learnt on the job; with a bit of luck on cof 
prices, his country could be on its way up at last. That is wł 


the little countries of West Africa can never achieve, as lo 


own cruelty and ambition. If he has been attacked by west: 
newspapers (governments have emitted only the quietest di 





trying to secure grotesque guns. Just conceivably, he really 
does believe that a Zionist conspiracy lies behind this c 
catenation of own-goals. King Hussein, an Anglophile w 
knows how a free press works, can be under no such illusi 


that he is acting out of a sense of pan-Arab beleaguermen 


peace and by the influx to Israel of tens of thousands of So 
Jews. All that is true, up to a point. But the other half of tf 
explanation is that Jordan is weighed down by a foreign del 
of $8 billion and unemployment of 20%. The IMF is asking 
big cuts in public subsidies, even though Jordan was 
by price riots last year. The king needs an economic lifelir 

Fellow Arabs, with troubles of their own, will not thi 


one: Jordan was in the front line against Israel, one c 
states that would have nothing to do with the treasona 
peace Egypt signed at Camp David. It received its due 
in Arab handouts. In 1988, however, King Hussein ab 
doned his claim to the West Bank in favour of the Palest 
Liberation Organisation. It may have been a necessary d 
sion, once the Palestinians had started their uprising. ` 
inevitable result has been a decline in Jordan's influence, 
therefore in its call on Arab—and western— purses. | 
Exaggerating the danger from Israel undoubt 
strengthens Jordan’s case for help. The price, if it i 
deepening the king’s alliance with Iraq and stirring u 
own Palestinian majority, could be disastrously high. ~ 


sharel olde is a sound: 


term investment for 


shareholders. 
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reduced and burdens sara with allies, 


.. without impairing too seriously the world pos 
^ tion of the United Kingdom. ... A choice e 
= the utmost. difficulty lies before the Britis 

people. . . they must either give up, for a tim 
- some of the advantages which a high standar 
„Of living confers upon them, or, by relaxit 
their grip in the outside world, see their cot 
.. Sink to the level of a second-class power, 


^ Could commitments be shed? No, n l 
even: by-suggesting the United States tak 
over the Falklands, since that “might prec 
itate a scramble by the numerous claim: | 
to various parts of British territory" "The 
.Swer! America must do more via NATO 
Europe, and somehow be persuaded to h 
. Britain garrison the second most import: 
" area in global strategy, the Middle East. 
The more gradually and incorispicuously: we 
can transfer the real burdens from our own to 
American shoulders, the less damage we shall. 
de to our position and influence in the world. 
. .— Within two years the Middle Easter 
part of Eden's vision was shown to be the 
. . mirage it was. American and British secret 
servicemen combined in 1953 to topple 
| . lran's prime minister Mossadegh, restore 
uM usu |... *the Shah and re-privatise the Anglo-lranian | 
cM .. Oil Company, ancestor of today's BP. But by 
1954 Britain had paid a high p 4090. 
slice of what had been a monopoly of Irani- 
an oil-now went to American companies 
v. S Elsewhere in the region, especially in Egypt, 
one of the reat American diplomats told credulous nation- 
8 Id be alists that the United States was the friend. 
0, Dorain of the peasant, Britain of the pasha. = 
ES | Churchill had even more illusions than 
Eden. The Labour government's retr 
AST premierships, if they are remem- _ , But a do not ex- from India in 1947 still rankled. He had not 
bered at all, cling to the mind as a com- an rating decidi long after - become the King’s first minister once more 
site photo fading at the edges. The image sitters. have gone their way can sometimes to give away further chunks of the Brit 
of Winston Churchill’s Indian summer at.» show why they looked as they do. One Empire. Eden and the chiefs of staff had 
Number 10 between 1951 and 1955 is of an. that reached the Public Record Office in the - -greatest difficulty in persuading him tha 
aging titan, bored with the domestic prob-  - 1980s illuminates the mind-set of men Who; < vast British base in the Suez canal zone w 
lems of peace, fearful of a world of super- to 1990s eyes, seem trapped beyond reason .. costly white elephant in the age of the c 
power confrontation with nuclear-armed in an imperial time-warp. -war and the intercontinental bomber. TE 
bombers as the Dreadnoughts of his youth, — . Eden wrote the document at the For- — old man's last words to his cabinet as he 
defying his own senescence and waning na- eign Office for Churchill and his colleagues — office in 1955 were about the empire andi 
tional power in one last, brave, vaineffortto in June 1952, eight months after the Conser- — "threads which bind it". pn 
end the cold war after Stalin had died. [t isa — vatives, summarily dumped by the electorate Such instincts kept Royal Navy sh 
spectacle of sadness, frustration and delu- in 1945, had squeaked back into power, girdling the globe, British squaddies fightin, 
~ sion, offset by a kind of nobility. with 26 more seats than Labour (though a in Kenya, Malaya and Cyprus, factor: 
For Anthony Eden the picture isdarker, ^ smaller share of the popular vote). The new making "V" bombers and government 
more tragic: debonair brilliance brought to. government was reeling from the military — entists designing hydrogen bombs for t 
ruin on the field on which he had excelled — costs imposed by the Korean war (10%-plus — to carry. The burden of nuclear weapo 
(foreign affairs) and the terrain that he knew of Gpr), the balance-of-payments crisis that ona thinly lined exchequer was great. 
best (the Middle East). Inheriting powerin these produced and the choking-off the “we must do it, it's. the price we pay fo: 
April 1955, he was triumphantly confirmed — post-1949 devaluation boom. The burden, ting at the top table," Churchill told Ed 
in it by the electorate a few weeks later. By Eden warned the cabinet, was beyond the — Plowden, of the Atomic Energy Au 
January 1957 he was finished: a catastrophe British economy's capacity to bear. The "vi- before putting a black ribbon round his 
-contained in a single word, Suez. taladvantages" of beinga great power hr to take an afternoon nap. Why? Eden's 1 
;; Residual images are revealing; they ex- — be preserved only if commitments could be — paper was explicit: because of “the ge 











Britain under Winston Churchill in 1940-45 had beet 
ywers. Voted back to office in 1951, Churchill thought it s 
is faithful foreign secretary, and later successor in Number. 
Street, Anthony Eden, th hought the same. Bai were en it: 




























































: loss of prestige", which, though 
impossible to assess in concrete terms", 
nce it "has started to slide, there is no 
howing where it will stop." 


2u considerations pre-empted vast 
amounts of ministerial time and energy that 
could have been better spent. Worried 
about welfare costs, the cabinet yet did 
nothing: the trade unions had to be ap- 
peased, at any price, so great was the shadow 
of the 1930s slump. Harold Macmillan was 
backed in his inflationary drive to build 
300,000 houses a year, despite warnings 
from Rab Butler at the Treasury. 

Most significant of all, in the long term, 


petitors turned their economic rebirth into 
-consumer durables and high-value exports, 
¿while Britain relied on easy imperial 
markets. By 1955 West Germany had 
overtaken Britain as an exporter of- 
vehicles. A year later Japan became 
the. world's leading shipbuilder. For 
all its political volatility, the techno- 
-€rats of France's fourth republic were 
-laying the foundations for the eco- 
nomic take-off of the fifth. | 
~~ Of course, shortcomings in the 
cabinet room in London cannot ex- . 
. plain why a north Italian entrepre- 
= neur would turn a stretch of green 
-field into a production line for fridges 
and his British equivalent in the 
- -Black Country would not. But only 
ministers could decide—as they 
. did—to send a mere Board of Trade 
_ Official, rather than a leading politi- 
..€ian, to the Messina conference, 
Which paved the way to the formation 
of the European Community. 

¿= Belgum's Anglophile foreign 
minister, Paul-Henri Spaak, the mov- 
ing spirit behind Messina, came to 
"London to lobby Butler in the sum- 
mer of 1955. As he later described 
their meeting, “I don't think I could 
have shocked him more when I tried 
o appeal to his imagination if I would 
ave taken my trousers off.” (“Well,” 
said Rab later, "we just thought it 
wasn't going to work. Eden was bored with 
his. He was even more bored than I was.") 
< Whitehall was no better. The Treasury, 
as late as May 1956, could tell its new chan- 
ellor, Macmillan, that “it is quite likely that 
he Six will not progress very much further 
....and it may be thought that the risk is 
egligible of our receiving any embarrassing 
vitation to join.” Churchill in opposition 
ad glowed about a united Europe; in office 
ie reverted to type. Eden had never warmed 
-to an economic Europe. He was a Common- 
wealth man, who failed to foresee the geo- 
politics, or even the Europolitics, of the late 
twentieth century. (The Labour opposition 
‘was no better: Spaak was later to accuse 
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| these were the years in which Britain's com- 


gh > Hugh Gaitskell, Attlee's successor as party 


leader, of trying to get the six countries of 
the embryonic EEC to join the Common- 
wealth.) Evelyn Shuckburgh, Eden’s private 
secretary, isolated the problem: 


All those people who were the bosses in the sec- 


ond world war found it impossible to believe | 


that we didn't still have great influence . . 


‘There had been so much of this going about as . - 


top people, deciding everything for the world. 

To paraphrase Orwell on the 1931 general 
election, in 1955-56 all Britain's top people 
did the wrong thing in perfect unison. 

. Error, be it said, is more easily seen with 
hindsight. And not all was error. Eden as 
foreign secretary negotiated British troops 
out of Trieste, and helped negotiate every- 
body's troops out of Austria. He eased West 
Germany's passage into NATO. He talked 
sense on the Suez canal zone, and helped 





A costly kind of greatness 


win a temporary truce as the French, blinder 
than the British in this respect, tried to re- 
subjugate their colonies in Indochina. 

For his part, Churchill tried to unfreeze 
the cold war 30 years prematurely. He al- 
most got Eisenhower to talk to Stalin's suc- 
cessors, firing off personal telegrams from a 
Cunard liner on the way home from New 
York in 1954, to the fury of the Foreign Of- 
fice and the irritation of the cabinet. 

Britain was still taken seriously. British 
prime ministers indeed attended all the top 
tables up to and including the Paris summit 





This article is based on a book "Premiership", by Peter 
Hennessy, to be published by Basil Blackwell. 


“of 1960. But even by the mi 


ty had shifted. For all his personal stature, 
Churchill could not unfreeze a square inch 
of ice unless the real masters of the cold war 
wanted him to. He had hoped to end his 
days with a Nobel peace prize. He got a No- 
bel prize—for literature. 


The start of prosperity 


At home, these were better years, the start 
of what Labour politicians were later to de- 
ride fatuously as “13 years of Tory misrule”. 
Austerity was eased, controls of many sorts 
were removed, rationing was finally brought 
to an end in 1954. The retail revolution, 
grounded when Hitler forced the Ministry 
of Food to become the nation's grocer, took 
off with a whoosh. The word "supermarket" 
entered the language. _ 

Not all was hedonism and carefree con- 
sumption. Capital investment in the 
public sector also had its hour. Plans 
were laid to modernise the railv 
that would, in time, end the age. o 
steam in favour of diesel-electric. A 
new London airport was authorised 
at Gatwick. The day of the motorway 
dawned. In early 1955 the era of civil 
nuclear power was proclaimed; a 
technology in which, at that time, 
Britain led the world. 

The long-term plans of the war- 
time Brabazon committee put the 
Comet in the air as the world’s first 
commercial jet, until a series of crash- 
es grounded it in 1954. Macmillan pi- 
loted through Parliament the first of 
the clean-air acts; Britain’s cities 
ceased at last to smell of damp and 
coal dust. Across a range of sunrise 
industries—from Comet building by 
de Havilland at Hatfield to the nucle- 
ar research station at Calder Hall 
(next to today’s Sellafield) in Cum- 
berland—the future seeemd to glow. 

Once the Korean war came tc 
end in 1953, there was a consideravie 
peace dividend for the government to 
spend, and not just on Macmillan's 
"people's home" (in plain English, 
council house). State schools and hos- 
pitals could contemplate new build- 

ing programmes. At the Ministry of Educa- 
tion, Sir David Eccles made a great pitch at 
boosting technical education; would that his 
successors had kept at it. 

With all this and full employment too, 
the British people moved toward prosperity. 
Confident in Keynesian management tech- 
niques, Whitehall's technocrats saw no rea- 
son why the upward path should not go on 
for ever, provided the balance of payments 
did not get out of hand and the holders of 
the sterling balances—overseas, mainly 
Commonwealth, countries sitting on £4 bil- 
lion of British 10Us accumulated largely dur- 
ing the 1939-45 war—remained happy in- 
side the sterling area. No wonder the 
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CHURCHILL AND EDEN 


cabinet would not buy Butler’s 1952 plan to 
float sterling and dash for freedom. Most of 
his colleagues feared deflation and unem- 
ployment at home, and collapse of the ster- 
ling area abroad. 

Britain's patina of affluence brought 
cultural change. Money in young pockets 
produced new markets—for long-playing re- 
cords, blue jeans, Italian motor scooters, cof- 
fee bars. The elderly worried about juvenile 
delinquency. The Establishment worried 
about commercial television, which from 
1955 began to change popular culture (ads, 
soaps and game shows), BBC culture (““Aun- 
tie" was forced to lift up her skirts) and po- 
litical culture (Churchill and Attlee refused 
to adapt to television; Eden did rather well 
with his variety-band-box good looks, espe- 
cially during the 1955 election, seven weeks 
after Churchill’s retirement, when he raised 
the Tories’ overall majority from 17 to 60). 








Is Anthony up to the job? 


The great man had been a long time going. 
With society changing all around him, 
Churchill looked ever more like Mr Glad- 
stone in a bingo hall. He was increasingly 
frail after a stroke in 1953; only that sum- 
mer's parliamentary recess saved him from 
retirement then. Yet he hung on to power. 
Why? In pursuit of peace, certainly. For fear 
of an old age bedevilled by “black dog”, 
probably. But perhaps the main reason was 
the problem of Anthony Eden. 

Thanks to a disastrous slip of the scal- 
pel, which severed his bile duct, Eden spent 
most of 1953 out of action. Ill-health there- 
after compounded the frailties of a thin skin 
and a brittle temperament. Churchill in- 
creasingly feared that his foreign secretary 
was not up to the prime ministership. 

At last, though, on April 5 1955, Chur- 
chill went. Eden, heir apparent since 1940, 
entered his kingdom. Life for ministers 
changed at a stroke. No more rambling tours 
dhorizon detaining the cabinet well into 
lunchtime. No more government from the 
counterpane, with Churchill in bed of a 
morning, a budgerigar on his head and a 
poodle at his feet, drafting “Pray tell 
me...." personal memos to his hapless 
colleagues. But Eden too had visible weak- 
nesses. "It's a pity”, said one of his minis- 
ters, "that he knows nothing about econom- 
ics or social security or finance. But at least 
we'll be all right with foreign affairs." 

Apart from foreign affairs and defence, 
Eden lacked a sure touch in cabinet. Diffi- 
cult issues—trade-union power, Common- 
wealth immigration—were put to one side. 
He was keen on worker participation in in- 
dustry and the Disraelian idea of a property- 
owning democracy. But he had little time to 
show his reforming side before, as his wife 
Clarissa later put it, the Suez Canal began 
flowing through their drawing-room. 

Why did that waterway preoccupy Eden 
to the exclusion of almost everything else, 
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even the crucial moves in continental Eu- 
rope to what was to become the treaty of 
Rome? In one word: oil. As Suez had linked 
Victorian Britain to India, so it strung a 
floating pipeline from the new Elizabethan 
Britain to the Gulf (no matter that the su- 
pertanker that would ply the route round 
the Cape was already on the horizon). 

There was a personal reason, too: Nas- 
ser. Eden felt betrayed by the Egyptian lead- 
er, who continued to incite anti-British re- 
volt across the Arab world even as the last 
British troops prepared to leave the canal 
zone. Eden wanted him “destroyed” (as he 
told a junior minister on an open line). Nas- 
ser's nationalisation of the Suez canal com- 
pany in 1956, after the Americans had de- 
clined to finance the Aswan high dam, was 
the last straw. Eden instructed the chiefs of 
staff accordingly. They were unhappy—with 
good reason: British forces were trained to 
fight the next world war in Germany or the 
Mau Mau in Kenya; opposed amphibious 
invasions were a lost second-world-war capa- 
bility; and who would replace Nasser even if 
they did take Cairo? 

The French were drawn in. Later, se- 
cretly—though the cabinet was given the 
story in outline, as declassified minutes now 
show—so were the Israelis. The plan was for 
Israel, which had its own reasons, to invade 
Sinai; Britain and France would place their 
troops along the canal, claiming to be inter- 
national policemen eager to keep the 
peace—and shipping moving through the 
canal—by standing between Ben Gurion 
and Nasser. 

Crucially, and ruinously, the Americans 
were not drawn in. John Foster Dulles, the 
secretary of state, vacillated. But President 
Eisenhower, facing re-election in Novem- 
ber, made it plain that an attack on Egypt 
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was not acceptable. Warning after warning 
from the White House was ignored in Lon- 
don by those seemingly consummate players 
of the world game, Eden and Macmillan. So 
were Whitehall appraisals, from August on, 
that if Britain attacked without American 
support sterling would go down the drain. 
Eden went recklessly ahead. 

Not so his striking force. After the fic- 
tion of a ceasefire ultimatum to both Israel 
and Egypt on October 30 1956, the Anglo- 
French attack went forward with lumbering 
slowness. Fierce criticism mounted in Brit- 
ain, fanned by Khrushchev’s simultaneous 
attack on Hungary. And on the morning of 
November 6th Washington pulled the plug. 
Macmillan was told there would be no sup- 
port for sterling unless the invasion 
stopped. He walked from the Treasury to 
Number 10 and turned the cabinet against 
Eden. The prime minister, with two or three 
supporters, wanted to carry on regardless, as 
did the infuriated French and the ie 
British commanders, ordered to halt Wl 
miles down a canal that was already para- 
lysed by Nasser's blockships. 


A second-class power 


A great deal ended that day: Eden's prime 
ministership (though it stumbled on for an- 
other two months until he fell ill again); the 
illusion that Britain was still a great power 
capable of acting on a world scale alone; the 
residual appetite for empire; in some Ways, 
the postwar period itself. Eden's successor, 
Macmillan, and the "permanent govern- 
ment" that served him in Whitehall, learnt 
the immediate lessons: that the empire mat- 
tered less than Britain's special relationship 
with the United States; that Britain was now 
a second-class power. 








Anyone for a spin along the canal? Eden, October 1956 
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A fair day in Burma 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


HE Burmese can hardly believe it has 
happened. After decades of misrule so 
severe it would be comic had it not caused so 
much suffering, Burma's military junta suf- 
fered a humiliating defeat in the general 
election on May 27th, and seems for the mo- 
ment to have accepted it. The National 
League for Democracy, the main opposition 
ty, is expected to win between 70% and 


6 of the 485 seats in the new National 
Assembly when the result is 
confirmed. 


The scale of the League's victory 
took everyone by surprise, including 
the party itself and the State Law and 
Order Restoration Council, which 
has been in charge since the bloody 
suppression of pro-democracy dem- 
onstrations in September 1988. In 
the months leading up to the elec- 
tion, the council manipulated the 
campaign in a grotesque manner. 
Criticism of its record was a crimi 
offence. Miss Aung San Suu Kyi and 
Mr Tin Oo, the leaders of the League 
for Democracy, were locked up, as 
were 400 other party organisers. The 

were told that Miss Aung 
San Suu Kyi was a traitor (because of 
her British husband), a dupe of the 
communists and sexually perverted. 

This attempt to destroy Miss 
...-ng San Suu Kyi's reputation, 
which instead strengthened her 
popularity, was one of several mis- 
calculations made by the junta. It may 
have assumed that Burmese were too 
cowed to vote for her party and that 
the election would leave none of the 
93 competing parties with an overall major- 
ity. The soldiers would continue to rule, pos- 
sibly indefinitely, while the civilians 
squabbled. 

There was little reason, therefore, to in- 
terfere with the poll, which was carried out 
in a free and fair manner. A number of for- 
eign journalists were allowed into Burma to 
witness it. Diplomats in Rangoon think the 
decision to act cleanly was taken only three 
or four days before the election. 

An alternative view was that the junta 
was sufficiently human to believe that it was 
not unpopular. Such a misjudgment was 
made last year by the Chilean dictator Gen- 
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eral Pinochet. He allowed a referendum on 
his popularity to be fairly conducted, and 
lost it. So much for illusions. Burma's Na- 
tional Union party, which received the State 
Council's open support and was the only 
party to field a candidate in every seat, was 
almost annihilated. Mr Tha Gyaw, its chair- 
man, and Mr Chit Hliang, its main spokes- 
man, were both defeated. 

Even soldiers voted for the opposition. 





General Saw Maung's vote was not enough 


Some constituencies with a large military 
presence elected League for Democracy can- 
didates with a 7596 majority. Dagon constit- 
uency in Rangoon, which includes the State 
uncil headquarters and the defence min- 
istry, returned a League for Democracy can- 
didate. Ordinary soldiers think too. For 
years they have been slogging through ma- 
laria-infested jungles to fight the ethnic in- 
surgents that rim Burma. Often they were 
without food, medicine and even ammuni- 
tion. They have no love of the army. 
Army officers have had the privileges of 
rank. While most Burmese struggled to 
make ends meet in a labour-camp economy, 


officers have been allowed to buy imported 
goods such as cigarettes and whisky cheaply, 
and sell them on the black market. But even 
they may have seen the advantages of 
change. A diplomat in Rangoon suggests 
that it may have dawned on some officers 
that more crumbs could fall from a larger 
cake. The foreign oil companies now explor- 
ing for oil in Burmese waters have 
“contract-signing fees" of up to $5m each. 
How much more business could be done if 
Burma entered the real world? 

The extent of army support for the 
League for Democracy makes a handover of 
power more likely. While he was casting his 
vote, General Saw Maung, the leader of the 
State Council, told a journalist that he 
would hand over power to whichever party 
was victorious. Various spokesmen 
from the army and the foreign minis- 
try have said that a newly-elected gov- 
ernment could “move as quickly as it 
likes to take power”. 

The League for Democracy's ex- 
ecutive committee was meeting on 
June Ist to write a letter to the State 
Council suggesting an agenda for 
consultations. lt has three main 
items: the new constitution; the re- 
lease of the party's leaders; and the 
role of the army under a civilian re- 
gime. The League wants the constitu- 
tion that was written in 1947 for inde- 
pendence from Britain to be 
reintroduced with slight 
The party may be able to bargain for 
the release of Miss Aung San Suu Kyi 
and the others in return for a promise 
of no revenge for the army's role in 
the 1988 massacres, in which 3,000 
people are believed to have died. 

Hanging over these talks will be 
the shadow of General Ne Win, who 
ruled Burma from 1963 to 1988. For 
the past 18 months he is supposed to 
have been in retirement. A letter sent 
to him by the British embassy in Ran- 
goon through the foreign ministry was re- 
turned marked "whereabouts unknown". 
In fact all Rangoon-dwellers know his well- 
guarded house in the northern suburbs, 
from where he is still supposed to pull the 
strings of power. 

Attached to one string is Major-General 
Khin. Nyunt, general secretary of the State 
Council and head of the feared Directorate 
of Defence Services Intelligence, founded by 
General Ne Win to spy on his army. When 
General Saw Maung cast his vote, his 
minder, a colonel in the directorate, went 
with him. 

"The obvious comparison is between 
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Burmese military intelligence and the 
Securitate in Romania," says one observer. 
General Khin Nyunt has yet to make a pub- 
lic statement about the outcome of the elec- 
tion. He has much to lose from a handover 
of power to civilians. If he studies the Roma- 





China 


nian example, he will conclude there is little 

to gain from taking'on, the army in an open 

fight. But/use of agénts cateurs could 

turn the coming, mantbs near-anarchy, 

justifying a return of miliráéy: le. The peo- 
‘not Fer fied) 








smiling away the Tiananmen blood 


FROM OUR CHINA CORRESPONDENT 


O SAY sorry in China is to lose face, so 

no one should expect China’s rulers to 
regret publicly their bloody violence a year 
ago in Tiananmen Square. Instead came 
these words from Mr Yuan Mu, spokesman 
of the State Council, or cabinet, this week: 
“We should draw a clear distinction be- 
tween socialist democracy and capitalist de- 
mocracy, and guard against confusion of the 
two types of democracy with abstract, abso- 
lute democracy that transcends classes.” 

Confused? Let Mr Yuan translate his 
doublespeak: “We will never allow anyone 
to oppose the socialist system under the 
banner of democracy.” In other words, Chi- 
na's Communist party, bereft of ideas, and 
frightened by Eastern Europe's slide into 
pluralism, will not loosen its political grip on 
the Middle Kingdom. There will be no more 
street demonstrations by idealistic students 
and disgruntled workers, no more vivid de- 
bate between rival "think tanks". seeking 
new paths for China's advance. 

But the grip is becoming infirm with 
age. Mr Yuan speaks ultimately for leaders 
who are dying. The senior leader, Mr Deng 
Xiaoping, is a frail 85-year-old; President 
Yang Shangkun is hale enough to be flying 
the world on state visits, but is nonetheless 
82; economic theorist Mr Chen Yun, a doc- 
trinaire Marxist still attempting to reverse 


Mr Deng's economic liberalism, is 85 and 
said to be suffering from leukaemia. Their 
political, economic and other ideas come 
from an earlier age. Yet until they die these 
senior, even senile, men will still impose 
their will on the party's Politburo and on 
the State Council. 

What then? Neither the prime minister, 
Mr Li Peng, nor the party boss, Mr Jiang 
Zemin, nor anyone else in the third genera- 


tion of China's revolutionary leadership has . 


yet grabbed a firm hold on the mantle of 
power now slipping from Mr Deng's tiny 
shoulders. So the answer presumably will be 
confusion, perhaps chaos, until the next em- 
peror (some suggest Mr Li Ruihuan, a mem- 
ber of the Politburo's standing committee) 
emerges to be crowned before an ungrateful, 
unconsulted nation. 

All that is obvious not just to outsiders 
but to the Chinese, too. Some will defy au- 
thority openly. The Taiwan-born pop singer 
Mr Hou Dejian still speaks his mind to for- 
eign journalists. This week another free- 
thinking dissident, Mr Zhou Duo, happily 
resumed his public criticism of the system 
only days after his release from prison. But 
such brave, or foolhardy, individuals will be 
the exceptions. Most Chinese will simply 
wait for old men to die and will meanwhile 
pretend belief in the official make-believe: 
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Hangings in | 


Malaysia 


EVEN men and a woman were 

hanged in Malaysia on Wednes- 
day after being convicted of traffick- 
ing in drugs. They had been in jail 
since 1982, when they were arrested at 
Penang airport. Many appeals were 
made to Malaysia to reprieve them— 
one from the British prime minister, 
Mrs Thatcher. All eight were from 
the British colony of Hongkong. All 
were said to be calm when they went 
to the gallows. They wore their best 
clothes. One of the men and the 
woman had fallen in love in jail and 
were hanged together. 

Such were the sad facts of Malay- 
sia's latest hangings, which bring the 
number executed for drug offences to 
90. Many people have protested, 
rightly, against capital punishment. 
But Malaysia is unlikely to end its 
mandatory death sentence for anyone 
caught with even small amounts of 
heroin or cannabis. 

The country has an appalling drug 
problem. The registered addicts num- 
ber 130,000. The real number may be 
as high as 600,000 in a country of 
only 17m. The eight caught at Penang 
airport were said at their trial to be in 
possession of 28lb of heroin, enough 
to spoil the lives of a lot of people. 





that the Tiananmen bloodshed on June 4th 
last year was a "counter-revolutionary rebel- 
lion", in which mostly soldiers—not stu- 
dents—sacrificed their lives; and that Chi- 
na's foreign critics will soon admit their 
error. 

The public's pretence fools nobo 
How could it, when even the leadership su 
obviously changes its tune according to its 
audience? Worrying that President George 
Bush might not renew China's most-fa- 
voured-nation trading status (he renewed it, 
without conditions, on May 24th), China 
spent much of May smiling at the world 
outside. 

Mr Deng, for example, told the visiting 
former West German chancellor, Mr 
Helmut Schmidt, that “the democracy-seek- 
ing students were not all to blame" for last 
year's "rebellion". Mr Yuan Mu said: "The 
motive and goals of some people who were 
implicated in last year's storm were, indeed, 
to help the Chinese Communist party rid 
itself of corruption and to promote 
democracy . . . Their patriotic zeal has been 
affirmed by the party and the government." 
And the urbane Mr Jiang Zemin offered 
some self-deprecating remarks to the Ameri- 
can Broadcasting Company's Miss Barbara 
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Walters: "I think we learn by our mis- 
takes"——that is, next time they will have the 
delicacy to use rubber bullets. To coincide 


wit 


h all this charm, China ostentatiously re- 


leased 211 of its imprisoned Tiananmen 


democrats, including Mr Zhou Duo. 


Doubtless, the charm offensive helped 
Mr Bush, but the president was never likely 
to change China’s trading status, if only be- 
cause of the damage it would have caused to 


Taiwan and the Freudian factor 





FROM OUR SPECIAL CORRESPONDENT IN TAIPEI 


AIWAN is getting odder. One of the 

stranger experiences in an increas- 
ingly ordinary world is to listen to a Tai- 
wanese government official talking about 
the future of his country. Should the fu- 
ture capital be Peking or Nanking? (Tai- 
wan refuses to adopt the pinyin spellings, 
Beijing and Nanjing, because the Commu- 
nists use them.) Peking, he muses, is the 
obvious choice because people have be- 
come used to it as the main city. But Nan- 
king was made the capital of China in 
1928 by General Chiang Kai-shek. So it 
has sentimental value for the Nationalist 
government which the general brought to 
Taiwan when the Communists took over 
the mainland in 1949. 

Hold on a moment. Everyone knows 
that the government of the Republic of 
China, as Taiwan calls itself (as opposed 
to the People's Republic of the mainland), 
claims to be the legitimate ruler of the en- 
tire country. Everyone knows that the 
Taiwanese visitors and the money they 
bring are welcomed by the Communists. 
But does this little island really believe 
that it will reclaim the mainland? Cer- 
tainly, the official says. That notion was 
once regarded by some outsiders as a joke. 
Since the Tiananmen Square killings a 
year ago, it is a joke no longer. The Com- 
munists will step down, as they have in 
Eastern Europe. In the ensuing free elec- 
tion the Nationalist party will sweep to 
victory because all of China will want to 
share what the official calls "the Taiwan 
experience". 

Taiwan's experience is of rags to 
riches. Average income is reckoned to be 
about $10,000. a year, when the black 
economy is counted in. Mainland China's 
is $330 a year. Taiwan is about level with 
Japan as the country with the largest re- 
serves Of foreign currency, $69 billion, 
and has the agreeable problem of what to 
do with them. 

Taipei, the capital, is not an extrava- 
gant town. Its buildings are the standard, 
off-the-peg furniture found in modern cit- 
ies everywhere. It is not graced with the 
pretty indulgences that very rich towns, 
Babylon, Florence, New York, have al 
lowed themselves when they have at last 
made it. Taipei is not a place from which 
you expect a Michelangelo or even a Mark 
Rothko to emerge. 


THE ECONOMIST JUNE 2 1990 


Why beautify Taipei when Nanking, 
or Peking, awaits? Taipei is no more than 
a workplace, an outpost where the re- 
jected sons have made good against the 
odds. One day, soon if you believe the 
government, they will return, honoured 
and feted, to a real capital that will quickly 
shrug off the privations it has endured un- 
der communism. Chiang Kai-shek's body 
waits patiently in a lakeside garden in 
Tsehu to be transported to the mainland. 
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Don't forget Chiang Kai-shek 
The vast collection of Chinese art trea- 
sures stripped by the Nationalists from 
the mainland, and now partially displayed 
in Taipei, is intended to be repacked and 
returned., 

The unification of China under Tai- 
wan may be a dream, but dreams need not 
be scoffed at. Freud might well have been 
interested in a waif-like country, as Tai- 
wan once was, that had been adopted, 
suckled and protected by the great 
mother-figure America until Mom de- 
cided it could survive on its own. Taiwan 
is intensely interested in itself, as a candi- 
date for the couch should be. 

It will be looking into its mirror for six 
days starting on June 28th. More than 100 
people, mostly the great and the good, but 





ASIA 
Hongkong. Why, then, did China's leaders 


bother to be nice? 


The simple answer is that China, 12 
years after Mr Deng opened the economy's 
door, still needs the outside world. Foreign 


with a few dissidents the government has 
previously regarded as rather bad, will 
wonder aloud about Taiwan's past, where 
it is going, and what should be done to 
make it even better. An economics official 
says that he wants to change people's im- 
pression of Taiwan as the "'isle of greed". 
There will be a lot of that sort of talk at 
the June conference. 

President Lee Teng-hui says he will lis- 
ten carefully. Talk, the government has re- 
cently decided, is a lot less dangerous than 
was once thought, and can give the im- 
pression of democracy. A political pris- 
oner pardoned last month had been sen- 
tenced to seven years for saying that 
Taiwan should become an independent 
country, which in practice it is. People can 
say this now without going to jail. The Na- 
tionalists still find this thought unbear- 
able, but now have the confidence to take 
no notice. Decisions in Taiwan, as in 
many other places, continue to be made 
by no more than a handful of people. 
More than 2,000 Taiwanese objecting to 
the appointment of General Hau Pei-tsun 
as prime minister took to the streets of 
Taipei this week, threw fire bombs and 
broke windows in government buildings. 
But the general still got the job. 

Much has been made of the fact that 
the president was born in Taiwan, unlike 
Taiwan's earlier presidents, Chiang Kai- 
shek, and Chiang's son, so might favour a 
declaration of independence. But not by a 
syllable or a wink does he give a hint that 
he differs from his predecessors' policies. 
He continues to speak of the Communist 
rebels, albeit in a thick Taiwanese accent. 
At his inauguration on May 25th he of- 
fered friendship to the rebels, providing 
they established a pluralistic political sys- 
tem and adopted a free-market economy. 
“Repent,” he told them a few days later. 
Some hope. 

A lot of this nonsense is presumably 
for the benefit of the Nationalist politi- 
cians who came to Taiwan with Chiang 
Kai-shek and still sit in the National As- 
sembly representing constituencies on the 
mainland. They formally choose the presi- 
dent (and, it is argued, could dismiss him). 
Some of them are now over 90, but are as 
straight as chopsticks and, gosh, they 
don’t look a day over 70. They will be af- 
fronted if the president ends the “tempo- 
rary provisions", the constitutional quirk 
that keeps them in office. Keeping the Re- 
public of China steadfast is something 
worth living for. 
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ASIA 


trade provides a third of China's national 
income, which means that millions of work- 
ers depend on selling cheap toys, textiles 
and clothes to America. Development has 
been built on a foreign debt that has 
reached around $44 billion. More foreign 
credits are needed for more development 
but, after the Tiananmen tragedy, America 
will allow the World Bank to grant only rare 
"humanitarian" loans to China, such as a 
$300m credit this week for afforestation. 

With that background, no wonder the 
leaders felt forced to smile. The end of most- 
favoured-nation status would have meant 
higher American customs duties and so 
lower Chinese exports. Add that to two 
years of economic austerity— industrial 
growth was down to just 0.596 in the first 
four months of 1990—and the workers 
might take to the streets. That would 
threaten to topple the whole house of Com- 
munism. China's leaders like losing power 
even less than losing face. 





Japan 


No way to treat 
a guest 


FROM OUR TOKYO CORRESPONDENT 


A RUMOUR has been spreading 
through the 300,000 illegal immigrants 
in Japan. It said they could be fined Y2m 
($13,300) or jailed for three vears if caught 
working after June Ist without proper pa- 
pers. As a result, the number of immigrants 
turning themselves in for deportation has 
soared fivefold to more than 8,000 in the 
past month. 

lt is all a pitiful mistake (and many be- 
lieve the Immigration Bureau started the ru- 
mour). What happened is that the justice 
ministry revised its immigration law last 

ember—making it easier for foreign sci- 
entists, engineers and other professionals to 
work in Japan, while cracking down on un- 
skilled immigrants. But the new law, effec- 
tive from June Ist, applies only to illegal im- 
migrants who enter the country after that 
date; and the tough new penalties apply, not 
to the undocumented workers, but to their 
Japanese employers. 

Human-rights groups blame the au- 
thorities for not explaining the new law. 
Nothing has been produced in English or 
other languages to guide immigrants from 
Pakistan, Bangladesh, Malaysia, South Ko- 
rea, China and the Philippines. “The law as- 
sumes that foreign workers are criminals, 
even though they do nothing against our so- 
ciety,” says Mr Aki Hamada, director of Call 
Network, a voluntary group that supports 
Asians working in Japan. 

One voluntary body in Yokohama, 
Karabao no Kai, accuses the justice ministry 
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Foreign professionals are still welcome 


of deliberately stirring up anxiety among 
aliens. Immigration officials cheerfully ad- 
mit that they welcome the requests for de- 
portation, even though the exodus is the re- 
sult of a false rumour. 

Japan expelled 20,400 immigrants last 
year for working without proper visas. A 
further 10,400 foreigners were refused en- 
try. All are attracted by Japan's high wages 
and abundance of menial jobs. The “guest- 
workers" are badly needed. A recent survey 
found that one in seven small to medium- 
sized firms employed foreign workers, 
mostly without papers. With the Japanese la- 
bour market as tight as it is (unemployment 
is officially 2.196), one such firm in three 
says it will probably have to hire foreigners 
to stay in business. The Japan Food Service 
Association, with 336 member-firms in the 
fast-food business, wants the government to 
set up a proper guest-worker system com- 
plete with accommodation, language train- 
ing and medical care. The Tokyo Chamber 
of Commerce has proposed a scheme for ac- 
cepting up to 600,000 guest-workers on two- 
year contracts. 

The surge in illegal immigration to Ja- 
pan started in 1987, with the collapse of oil 
prices and the cuts in construction work in 
the Middle East. Itinerant workers from Pa- 
kistan and Bangladesh arrived in Japan on 
student visas, ostensibly to learn Japanese. 
South Koreans followed, after travel restric- 
tions at home were lifted and the construc- 
tion boom associated with the Seoul Olym- 
pics petered out. Last year's figures were 
swelled by the arrival of some 3,500 boat 
people, half of whom the Japanese immigra- 
tion authorities promptly classified as eco- 
nomic migrants from China and sent pack- 
ing. Meanwhile, with more money around 
than ever, Japanese tastes for pretty Thai 
and Filipina hostesses have ensured a stream 





of phoney visas for jobs in Japan's booming 
twilight businesses. Broking in all such 
forms of employment—on the building 
sites, in the backstreet factories, laundries, 
restaurants and brothels—is controlled 
ruthlessly by the underworld. 

To stem the tide of illegal aliens, the Jap- 
anese government has suspended its visa-ex- 
emption agreements with Pakistan and Ban- 
gladesh. The authorities are also cracking 
down on Japan's phoney language schools, 
which collect tuition fees for supplying 
enrolment documents that allow immi- 
grants to get student visas for a two-year stay 
in Japan. Henceforth, language schools will 
need to prove that they are providing each 
student with at least 760 hours of classroom 
teaching a year. 

While President Roh Tae Woo of South 
Korea was in Tokyo recently receiving apol- 
ogies from the Japanese emperor and oth 
for Japan's brutal behaviour when Ko... 
was its colony, the Japanese justice minister 
was asking his Korean counterpart for a fa- 
vour in return. The number of South Kore- 
ans arriving in Japan soared nearly 8096 last 
year, to 610,000. Many of them have yet to 
go home. Mr Hasegawa wants South Korea 
to help curb the flow at its end. In exchange, 
the Japanese justice minister will try to do 
something about the legal status of those 
Koreans and their descendants who have 
lived in Japan as aliens since being brought 
as slave-labourers to work in Japanese mines 
and factories before the second world war. 

What has begun to worry the Japanese is 
that illegal immigrants from Korea are tak- 
ing over many of the illegal jobs which, until 
recently, were done by darker-complex- 
ioned Asians who could be easily identified. 
The racially-similar Koreans, many of whom 
speak Japanese fluently, pass easily as locals. 
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AMERICAN SURVEY 


Who'll bid for Dallas? 


WASHINGTON, DC 


T A private meeting in Washington re- 
cently, Mr Robert Clarke, the comp- 
troller of the currency, met 150 experienced 
housebuilders. They gave him hell. Their re- 
action was a clear sign that the savings-and- 
loan horror—whose nature is still only 
dimly perceived by most Americans—is not 
aning to be victimless. 

The builders had Mr Clarke in their 
sights because of a circular that his office 
(which keeps a prudent eye on bank lend- 
ing) had issued in February, warning banks 
of the dangers of lending to the property in- 
dustry. By itself this circular was not the 
stuff of high drama; coming when it did, six 
months after the enactment of the Financial 
[Institutions Reform, Recovery and Enforce- 
ment Act, builders found it devastating. 

The act, which provides the structure 
for the rescue of the thrift industry, reduced 
the amount of a thrift's own capital that it 
could lend to any one borrower from 100% 
to 1596. According to the National Associa- 
tion of Home Builders (NAHB), thrifts were a 
primary source of credit for land purchase 
and land development for about 4096 of the 
country's builders, and a primary source of 
credit for construction costs for more than 
5096 of them. 

The cutting of this line of credit did not 
—^tter much as long as builders could find 

rnative financing. In February, before 
Mr Clarke’s circular, 80% of them had told 
the NAHB that they could find money else- 
where, usually from commercial banks. But 
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Total: $183.8bn 
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after the comptroller's warning, the 
proportion dropped alarmingly. In 
April, only 3396 of builders said they 
could find alternative financing for 
land acquisition and development. 

The credit crunch in the building 
industry has caused the NAHB to 
lower its forecast of housing starts in 
1990 from 1.42m to 1.28m. Mr Mar- 
tin Perlman, the NAHB's presi- 
dent, and a Houston builder, 
knows whom to blame: he as- 
cribes the squeeze, which he 
says is as bad as any in the past 
25 years, to "government at its 
worst". Perhaps it is his job to 
preach jeremiads, but others 
agree with him. Forecasters at 
DRI, a consulting firm, estimate 
that housing starts may be 1896 
down this year, and conclude 
that construction has changed "from a sec- 
tor that could have led the economy to one 
of the laggards". Contracts for new con- 
struction declined by 696 in April. 

At the end of March the Resolution 
Trust Corporation (the new government 
agency that is supposed to dispose of the as- 
sets of failed thrifts) held title to nearly 
36,000 pieces of property: properties, that 
is, on which loans had already been fore- 
closed. A little over 5096 of its present port- 
folio is in Texas and Oklahoma (see chart). 
The RTC's portfolio constantly changes. It 
gains new property both because of foreclo- 
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sures within the thrifts already under its ju- 
risdiction and because it is always adding 
new thrifts to its collection. 

[t is not hard to find voices in the prop- 
erty business who think that the RTC's sales- 
manship is a joke: bureaucrats being asked 
to do the job of an lacocca. Others maintain 
that since the RTC is going to be around for a 
long time, it is reasonable that it has spent 
the past nine months working out how to 
get rid of its portfolio. Optimists, of whom 
there are a few, say that the corporation has 
now done the paperwork, and is ready to be 
a good salesman. Its portfolio is available for 
inspection at 1,420 libraries, and there are 
plans for it soon to be accessible by 
computer. 

The unanswered question is what effect 
unloading the portfolio will have on prop- 
erty prices. With some ballyhoo, the RTC 
said this month that it would bring some of 
its prices down. But the National Associa- 
tion of Realtors insists that the RTC has not 
yet had an impact on prices. Whether it does 
so depends on the methods the corporation 
adopts. If it bundles together 12 hotels from 
six cities, the effect on any one local market 
would be diminished. If it bundles all its ho- 
tels in a single city into a package, it would 
attract local buyers, but might flood the lo- 
cal market and depress prices. 

There are other complications. Mr Jo- 
seph Robert, chairman of a Virginia com- 
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pany that specialises in the disposal of difh- 
cult-to-shift property, points out that much 
of the RTC’s commercial-property portfolio 
is second-class; not so much a shopping mall 
with Benetton and The Sharper Image as a 
strip development with Ethel’s Beauty Par- 
lour and Joe's Pizza Place. It will therefore 
not attract Japanese or European investors, 
who in the property boom of the 1980s did 
so much to bid up prices. 

The reasonable conclusion is that prices 
will fall. On the other hand, the RTC's port- 
folio is not the only game in town: other eco- 
nomic factors in some regional markets will 
strengthen prices. As Texas moves out of re- 
cession, its economy leaner, meaner and 
diversified, property prices are heading up. 
In Houston the median price of a house is 
now 12.496 higher than it vas a year ago; in 
El Paso the rise has been 8.6%. Above all, 
the credit crunch that is reducing new build- 
ing will have the effect (intended?) of in- 
creasing the value of the RTC's portfolio. 

lt is tempting to see the RTC—now the 
world's largest property operation—as just 
another stage in the gradual progress of 
America towards socialism. The federal gov- 
ernment has long owned much of the land 
in western states; it has long dispensed water 
to the west with the same affection for the 
price mechanism that Gosplan used to have. 
Now the government has nationalised a 
goodly chunk of the property business. 
Should President Bush get round to explain- 
ing the RTC to President Gorbachev, he may 
find his Russian guest congratulating him 
on his grasp of the elements of a command 
economy. 





John Silber 


A man apart 


BOSTON 


ASSACHUSETTS has a hangover 
and its name is Michael Dukakis. The 
unfortunate governor has now passed the 
record set in 1974 by Mr Richard Nixon as 
the most unpopular politician in the history 
of opinion polls. The state, in the middle of 
choosing a new governor, is treating the 
election like a referendum on Mr Dukakis. 
Which all redounds to the benefit of one of 
the most unusual people running for office 
in any state this year: Mr John Silber. 
According to the opinion polls, Mr 
Silber is by a narrow margin the front-run- 
ner. But he may fall at the first fence on June 
2nd, when a convention of the state Demo- 
cratic party gathers to choose which candi- 
dates to put on the ballot for the primary in 
September. To get on the ballot a candidate 
must gain the support of 15% of the dele- 
gates. Since the delegates were picked in 
February, shortly after Mr Silber entered 
the race, he has few supporters among them. 
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Bursting out of Boston 


More to the point, he has ineptly failed to 
woo uncommitted delegates in the only way 
that works: with personal flattery. Instead, 
he has concentrated on public speeches— 
and public outbursts. 

Should Mr Silber survive the conven- 
tion he will be the man to beat for the nomi- 
nation and therefore for governor (Republi- 
cans in Massachusetts are like pandas in the 
wild—not extinct, but doing little to avoid 
that fate). Should he fail, there will be an 
almighty row about the unfairness of smoke- 
filled rooms denying the electorate the 
chance to vote on a front-runner. 

Mr Silber is on leave from his job as 
president of Boston University, where he is 
notorious as the most highly paid, outspo- 
ken and energetic head of a university in the 
country. Despite years of successful intrigue 
behind the scenes of state politics and the 
support of such machiavellians as Mr Wil- 
liam Bulger, the president of the state Sen- 
ate, he is running as an angry outsider, his 
message succinctly expressed in the subtitle 
of his latest book: "What's wrong with 
America and how to fix it”. 

At Boston University, Mr Silber is most 
famous for his views on education and inner 
cities. He believes in breaking the cycle of 
deprivation at the source, which means be- 
ginning education before birth, by educat- 
ing teenage mothers and grabbing their chil- 
dren for the education system as early as 
possible. To put its money where his mouth 
is, Boston University has taken control of 
the schools in Chelsea, a poor Boston sub- 
urb, for ten years. 

The Chelsea project will take years to 
show results. Meanwhile the secret of Mr 
Silber's success as a politician is that he es- 
chews the usual feel-good rhetoric. He is 
apocalyptic about America—especially its 
education system, the underclass and com- 
petitiveness. This is welcome to the Massa- 
chusetts electorate, furious at what it sees as 


its betrayal by Mr Dukakis, 
who said all was well when it 
was not and put too little by 
for a rainy day. 

Such frankness in politi- 
cian and voter is to be wel- 
comed. But Mr Silber has a 
more specific message for 
blue-collar ^ conservatives, 
who resent what they see as 
the cushy safety net for those 
below them— no other state 
is so generous in paying out 
Medicaid—and the higher 
taxes that will be needed to 
pay for it all. Mr Silber calls 
Massachusetts a welfare 
magnet. 

This leads him to resent 
the immigrants, especially 
the - Cambodians, | who 
flocked into Massachusetts in 
the booming 1980s. Nowh 
is Mr Silber stronger than in Lowell, tne 
erstwhile star in the Dukakis firmament, an 
old mill town revitalised by a partnership be- 
tween business (the Wang computer com- 
pany) and government, which spruced up 
the centre and got the mills turned into a 
national park. But Lowell is now a mess, its 
Wang factories laying off people at speed, its 
hotels empty, its public housing full of desti- 
tute Cambodian immigrants living off wel- 
fare and shopping across the border in tax- 
free New Hampshire. “Cambodian capital 
of the us,” Mr Silber calls the town. 

Plenty of pundits respect Mr Silber’s di- 
agnoses; few like his solutions. His critics say 
his welfare policy would effectively confis- 
cate the second children of welfare mothers 
and put them in foster homes. (“Anyone 
can get 20% of the vote beating up on wel- 
fare mothers," Mr Dukakis told the Boston 
Herald.) He would raise petrol tax by an- 
other 12 cents a gallon: this would pay *— 
"pump-priming" the state's economy. 
would turn old military bases into spartan 
prison-schools. 

It helps that he has weak opposition. 
The two main candidates, Mr Frank 
Bellotti, a former attorney-general, and Miss 
Evelyn Murphy, the lieutenant-governor, 
are tarred with the Dukakis brush, despite 
the fact that Mr Bellotti has tried to distance 
himself, while Miss Murphy, who has been 
inexplicably loyal, was always ignored and 
avoided by Mr Dukakis. None of the three 
expected white knights—Mr Ray Flynn, the 
mayor of Boston, Congressman Joe Ken- 
nedy, or Mr Paul Tsongas, a former senator 
fighting a long battle against cancer—rode 
to the state's rescue. 

Neither Mr Bellotti (who has the most 
money) nor Miss Murphy (who has done 
better in recent television debates) has a 
promising solution to the state's fiscal di- 
lemma: a gaping budget deficit of $1 billion 
whose closure would worsen a faltering 
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economy. And whoever wins the election 
will suffer from the electorate's "parting 
kick at the Dukakis corpse", says Mr Jon 
Keller of the Boston Phoenix. The voters' 
kick is that they are expected to roll taxes 
back to their 1988 level in a proposition 
sponsored by the state's powerful anti-tax 
lobby, called Citizens for Limited Taxation. 

The Silber phenomenon may fade. Phi- 
losophy professors who believe abortion is 
homicide, but who do not believe in legislat- 
ing against it (Mr Silber's view), usually 
manage to lose both pro-choice and pro-life 
voters. And, as somebody put it, if the elec- 
torate is so keen on people who use long 
words and condescend to those whom they 
consider stupider than themselves, why do 
they hate Mr Dukakis so much? 





Nuclear waste 


Witch's brew at 
Hanford 


SEATTLE 


OMETHING nasty is cooking in Han- 

ford. In recent months the Department 
of Energy has revealed that as many as 42 of 
the 177 underground storage tanks that are 
used to hold waste from bomb production 
on the Hanford Nuclear Reservation could 
explode. If one of these tanks were to self- 
destruct, it could mean the spread of deadly 
chemicals and radioactive materials over 


hundreds of square miles. 
The tanks have been in use for 40 years, 
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and hold such materials as caesium and 
strontium, by-products of the extraction of 
plutonium—used in nuclear warheads— 
from uranium. During the 1950s techni- 
cians poured about 140 tons of ferrocyanide 
into 22 of the tanks to consolidate the waste, 
which forms a thick slurry inside che tanks. 
In the 1970s a variety of organic chemicals, 
used at that time to recover nuclear materi- 
als during processing, found their way into 
the tanks as well. 

It turns out that the resulting mixture is 
a potential time-bomb. The DOE conceded 
last autumn that the ferrocyanide percolat- 
ing in the tanks was capable of causing an 
explosion equal to 36 tons of TNT—big 
enough to scatter radiation over a wide 
swathe of Washington and Idaho. It has 
since reported that hydrogen and nitrous 


1968. They took more seriously disclo- 


Seeking a saviour 


NEW YORK 


OVENANT House, a scandal-torn 

charity that spends three times as 
much as the federal government on youth 
shelters, is down to a short-list of candi- 
dates to succeed Father Bruce Ritter, its 
leader for the past 22 years. The appoint- 
ment cannot come soon enough for the 
28,000 “street kids” who seek its help 
each year. For their sakes, Covenant 
House desperately needs to recover both 
its confidence and its good name. 

The charity has shelters in ten cities in 
the United States, five in Latin America 
and one in Canada; it has 1,700 full-time 
staff. Only 4-596 of the $85m it spends a 
year comes from government sources. The 
rest comes from private contributors, 
whose donations have shrunk since Fa- 
ther Ritter, a Franciscan priest, resigned 
in February amid allegations of financial 
and sexual misconduct. 

This correspondent recently spent a 
day at Covenant House's busiest crisis 
centre in New York's Hell's Kitchen, a 
part of Manhattan that estate agents have 
tried manfully to rename Clinton. The 
area is notorious for its violent crime, por- 
nography and drug-dealing. The crisis 
centre's open-door policy commits it to 
accept anybody who is 21 or younger, no 
matter at what hour or in what condition. 

One member of staff was interviewing 
a mother about her daughter who had ar- 
rived the night before with a baby: "I'm 
just too young to be a grandmother... 

| I'm only 31," pleaded the woman. 
Mookie, a crack addict from Newark, New 
Jersey, felt he had hit bottom when his 
mother, yelling at him, shut the door of 
their house on him. And staff were trying 
to cope with the despair of teenage boys 


positive and so liable to die from AIDS. 

After initial counselling the troubled 
youngsters are usually moved out of the 
crisis centre into a longer-term pro- 
gramme. Rights of Passage, one of these 
programmes, admits both boys and girls 
but is especially helpful to teenage moth- 
ers. It gives mother and baby a home for 
up to 18 months, enrolls the mother in 
some educational course and helps her to 
find (and hold) a job. The charity succeeds 
in getting two out of five of its street kids 
permanently off the streets. 

Covenant House had grand expansion 
plans until the scandals broke late last 
year. Most of its contributors disbelieved 
claims by former male residents that they 
had had sexual relations with Father Rit- 
ter, who founded Covenant House in 





sures about a $900,000 fund that was used 
to make secret loans to board members. 


Though Mr Robert Morgenthau, Man- 


hattan’s district attorney, found insuffi- 
cient evidence to charge Father Ritter | 
with financial misconduct, it was plain to 
all that Covenant House’s money had 
been handled sloppily. 

In consequence, contributions are run- 
ning short and the charity has been forced 
to economise. It has had to take two par- 
ticularly painful decisions. It has adopted 
a less forgiving attitude towards residents 
who often go AWOL; and, second, it has 
scrapped plans to open a shelter in Wash- 
ington, DC. 

The only people getting any joy from 
Covenant House’s troubles are the minor- 
ity of professional social workers who al- 
ways sniped at Father Ritter. They were 
irked by his readiness to confess that he 
was trained in "medi theology, not 
child care", especially as his efforts were 
more generously financed, and often | 
more successful, than equivalent govern- | 
ment programmes. 

In seeking to regain public confidence, 
Covenant House has persuaded five of 
America's more distinguished men to 
form its oversight committee: Mr William 
Ellinghaus, an ex-president of AT&T, New 
York's Rabbi Marc Tanenbaum, Father 
Theodore Hesburgh of Notre Dame Uni- 
versity, Mr Paul Volcker, an ex-chairman 
of the Federal Reserve Board, and Mr Cy- 
rus Vance, secretary of state under Presi- | 
dent Carter. 

Finding somebody to take Father Rit- 
ter's place is proving harder. Mr James 
Harnett, the charity's chief operating offi- 
cer, says the successful candidate will 
probably be a religious man or woman in 
the Catholic tradition—a priest, a monk 
or a nun—who can work with people of 


| who had just learnt that they were Hv Help her all faiths or none. | 
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PETE error ne of the organic: dieit 
ils added during the 1970s—are. possibly 
ding up in 20 other tanks. One tank in 
articular has shown a tendency to “burp” 
ydrogen which becomes trapped beneath a 
t that has formed on the syrupy waste. 

“While DOE officials and technicians 





are remote, nobody has ruled it out. Han- 
ford officials say that they know what went 


hat chemical reactions are now under way. 
| report on safety measures is expected to 
* released in early June. 

The explosion of a nuclear-waste ankin in 
the Soviet Union in 1957 spread intense ra- 
diation over an area the size of Rhode Island 
and forced the evacuation of 10,000 people 
in the Ural mountains. Soviet officials have 
admitted that hundreds of people later died. 
Hanford officials claim that there are no par- 
allels. "Nobody here has sweaty palms," 
dded a DOE spokesman. 

But these revelations are only the latest 
ina series of troubles at America's most haz- 
ardous nuclear-waste site. Over the years 
Hanford has poured huge amounts of chem- 
or radioactive materials into the ground, 
released them into the atmosphere. One 
report is examining an increase in thyroid 
, possibly the result of radioactive 
es released from Hanford in 1944-57. 
verybody worries about safety at the fa- 
lity, where 14,000 people work. Under an 
ord signed last year with the state of 
shington, the DOE and the Environmen- 
otection Agency agreed to spend up to 
illion over the next 30 years to clean 
anford up. But people disagree on the size 
f the mess and how it should be tackled: 
ey are also waiting for completion of a $1 
llion waste-vitrification plant that is sup- 
ed to turn nuclear waste into glass-like 
gs for storage in an underground reposi- 
ry in Nevada. State and federal agencies 
juabble about how much should be spent 
how to spend it. Washington state and 
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| The camera’s eye 


om Westinghouse Hanford, which oper- 
ates the site, say the chances ofan explosion 


ito. the tanks, but are not always certain 


Washington, DC, are $245m apart in their 


T LONG last Mr Malcolm Emory’s 
luck has changed. Twenty years ago 
he was convicted of assaulting a police- 
"man during an anti-Vietnam war dem- 
| onstration at Northeastern University. 
He has now found a photograph in the 
- Boston Globe's archives that seems. to 
clear his name. 
^ As he left Northeastern s library on 
January 29 1970, Mr Emory, a physics 
student who wanted to work for the gov- 
ernment, found 1,500 fellow-students 
confronting Boston's men in blue. By his 
own account, Mr Emory looked on, his 





police charged the crowd. Suddenly an 
officer grabbed him, hit him and arrested 
him. Officer Vincent Logan said that he 
saw Mr Emory throw a brick that struck 
him in the chest, and that later Mr 
Emory had hit his own head on a bench. 
^. At the trial, which took place during 
one of the most bitterly polarised periods 
in American history, the jury believed 
Mr Logan. Mr Emory could not prove 
that his arms were full of books. He lost 
his navy scholarship, his security clear- 
ance, and the lids to wotk for the fed- 





The Columbia river 


arms full of Russian textbooks, while the 





eral government for five years. He left 
university, settling in Houston where he Aa 
worked as an underwater welder. 

That is where things stood until 1985 
when, searching through back issues of 
the Globe at a public library, Mr Emory 
found a photograph of the demonstra- 
tion. His own, barely recognisable, face 
was there in the crowd. With the help of 
a lawyer, Mr Emory persuaded the Globe 
to let him look at unpublished photo- 
graphs in the newspaper's archives. 

He found what he was looking for—a 
photograph of ‘himself lying on the 
ground, at least six books stacked under 
his left arm, and two policemen, one 
holding a truncheon, dragging him by 
his jacket. There was no bench in sight. 

The photograph does not prove Mr 
Emory’s story, but it is consistent with it 
and not with Mr Logan’s. The Boston 
district attorney re-opened the case and 
then, on May 24th, decided not to prose- 
cute it. This is tantamount to an acquit- 

| 
| 




































Neer manner 


tal and permits Mr Emory to sue for mali- 
cious prosecution. 

- More to the point, Mr Emory was so 
cheered by finding the photograph that 


he re-enrolled at Northeastern last au- 


tumn. Ánd, on the day of his effective 
acquittal, the university offered him a 
full scholarship. 


Will the salmon turn down the power? 


PORTLAND, OREGON 


What the Mississi tippi isto transport, the Colorado to irrigation and the Ohio 


to industry, the 


on America’s rivers 


IT IS North America's biggest 
| power plant. The 30 biggest hy- 

d droelectric dams on the Colum- 
ia river and its tributaries pro- 
duce 8,500 megawatts of power 
ina dry year, or as much as 12 
nuclear power stations. Grand 
Coulee dam alone, running at 
full capacity, can equal the out- 
put of six nule plants. Built by the federal 
government as make-work follies in the de- 
pression, the larger dams were vital to 
America’s success in the second world war. 
Not. only did they power the plutonium fac- 
tory at Hanford, they also generated the 
electricity with which Boeing built half the 
country's aeroplanes, including the one that 
delivered the plutonium to Nagasaki. 

To this day four-fifths of the electricity 
consumed in the Pacific north-west comes 
from hydro dams. As a result, the average 
Oregonian pays about half as ‘much as the 
average Californian for his power. 









umbia is to electricity. Another in our occasional 


series 


Electricity production is by far the 


 er's biggest use. Irrigation, the ostensible 


purpose of the Grand Coulee dam, pales be- 
side it. Transport is small business: north of 
Portland, a few barges are enough to carry 
the grain and wood chips to and from the 
meagre population centres inland. The Co- 
lumbia gorge, where the Pacific winds whis- 
tle through to the warm, dry continent be- 
yond the Cascade range, claims to be the 
world capital of wind-surfing, but recreation 
is not made much of. 

Only fishing once rivalled electricity. 
The salmon industry made huge fortunes in 
the early years of the century, when a single 
“fishwheel” (a windmill-like wheel covered 
in netting that could dip into the river and 
scoop up salmon as they tried to run 
through a breach in a dam) could catch up 
to 4,000 big chinook salmon a day for the 
canneries. Those days are long gone. Of the 
15m fish that used to run the river each 
when only the Indians lived th 










Introducing the A321, the 
latest Airbus aircraft for the 
short to medium haul market. 


More cost effective than 
any of its existing competitors, 
the A321, with up to 36 more 
seats, is the perfect comple- 
ment to the A320 which has 
already set sales records in the 
150 seat category. 


Sharing a common Type 
Rating with the A320, this new 
186 seater also uses its proven 
advanced technology features 


THE SEQUEL 
& THE EXTRAS 


such as all-new wing design, 
fly-by-wire flight controls 
and a centralized maintenance 
monitoring system. 


With the widest fuselage 
cross-section in its category, the 
A321 offers the highest 
standard of passenger comfort. 


In addition, the full-width 
underfloor holds are capable 
of accommodating over five 
tonnes of revenue-generating 
containerised cargo. 


By complementing the 
existing range of market- 
matched aircraft, the A321 
provides the most cost-effective 
solution for the short-medium 
range 180-200 seat category. 


And operated alongside 
the A320, these aircraft provide 
an unbeatable combination. 





NEW FROM THE ECONO: 

TECHNICAL TEXTILE. MARKETS 
he technical textile industry has expanded 
rapidly in recent years as competitors 
from low cost countries intensifies in the 
apparel sector. An estimated 3096 of all fibre 
now consumed in the USA, the EC and Japan 
goes into technical applications — from 
medical textiles to those used in aerospace, 
communications and protection. Technical 
Textile Markets is a new quarterly publication 
from The Economist Intelligence Unit that will 
highlight current trends and market. 


developments, and enable you to make the 
most effective decisions for business success. 


Each quarter, Technical Textile Markets 
brings you detailed commentary and analysis 
on: 






















> Technical developments 

> Profiles of the key players 

> Specific market segments 

P Industry analysis by country 











For executives involved in technical textiles, 
either as a producer or an end-user, Technical 
Textile Markets provides you with clearly 
presented, up-to-date information to help you 
exploit market opportunities. 
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one-tenth as many now come. The bigger 


dams block the path to their breeding sites 
altogether; the smaller dams with fish lad- 
ders provide a lesser obstacle. The young 
fish heading for the sea find it hard to swim 
down through the still lakes behind the 
dams and many get killed or hurt in the spill- 
ways over the dams. 

But the salmon industry is mounting à 
Lilliputian battle against the power indus- 
try. On March 29th the Shoshone Bannock 
Indians in Idaho filed a petition under the 
Endangered Species Act on behalf of a sub- 
species of sockeye salmon that runs up the 
Snake river, the Columbia's biggest tribu- 
tary. If the Indians win the act's protection 
they can argue that all the other activities 
that interfere with the salmon's survi- 
val—irrigation, industry, transport, power 
generation and fishing—must give way or 
cease, regardless of cost. 

It would be crazy to sacrifice such a 

wer system to a dubiously endangered 
samon (other subspecies of sock- 
eye number in the tens of mil- 
lions). Yet the petition has al- 
ready sparked another from a 
group of Oregon sports fisher- 
men on behalf of chinook and 
coho salmon in the Columbia it- 
self. These are extreme examples 
of the increasingly expensive accommoda- 
tions that the power industry must make to 
fish. The Bonneville Power Administration, 
a federal agency set up to sell power from the 
federally built dams in the region, spends 
$130m a year mitigating the effects of dams 
on fish: it installs fish ladders and moving 
screens that guide fish away from the tur- 
bines; it rears baby salmon in hatcheries. It 
also flushes water down the river in spring to 
help the young salmon out to sea, foregoing 
perhaps 250 megawatts of average capacity. 

All of this is done at the behest of an act 

of Congress, the North-West Power Plan- 
` 3g Act, passed in 1980, which said that 
electricity users should pay to restore 
salmon runs since it is demand for electricity 
that has damaged them. But, according to 
Mr Jim Jura of the Bonneville Power Admin- 
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Boop is the fish before the dams were built 


Dams that shame nuclear power 
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istration, a law of diminish- 
ing returns operates: each 
extra gallon flushed saves 
fewer fish. 

Saving salmon is an af- 
terthought in the act. Its main concern was 
to find new sources of power for the region 
and it set up a council with broad powers to 
do so. The council has since become a pio- 
neer in the arcane art of forecasting electric- 
ity needs, its models copied from New Eng- 
land to Schleswig Holstein. The north-west, 
like most of the rest of America, entered the 
1980s expecting to need more electricity ca- 
pacity soon. Instead it found itself in surplus 
as recession and energy conservation began 
to bite. 

Demand is now growing fast again as 
the economy expands and the 11 aluminium 
smelters (which take one-fifth of the river's 
power) respond to rising prices. So the 
council must decide where the new power is 
to come from. To add to the looming short- 
age, Canada is about to reclaim 600 average 
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megawatts it is owed for having in the 1960s 
built upstream storage dams that even out 
the river's flow. With Canada's help, Mr 
Jura reckons another 300 average megawatts 
can be squeezed out of the river by co-or- 
dinating power production with coal-fired 
plants in Alberta. But beyond that there is 
little more hydro in the region to be tapped. 
So the North-West Power Planning Council 
is drawing up a shopping list of resources it 
might need by a method called least-cost 
planning. 

The council’s revelation has been to in- 
clude energy conservation as one option. 
Reared on cheap electricity, the people of 
Oregon and Washington have done little to 
insulate their homes or buy efficient appli- 
ances. For the region—though not necessar- 
ily for the utilities—it is cheaper to buy less 
demand than more supply. Industry did not 
take kindly to this idea at first: why should 
they invest to save power when surplus wa- 
ter pours over the Bonneville dam each day? 

But the council has changed a lot of 
minds. Mr Terry Morlan, head of demand 
forecasting, says an experiment in the town 
of Hood River showed that you can “buy” 
conservation just as easily as you can buy a 
new power station. In July, says Mr Morlan, 
the council will call for the region to start 
“acquiring conservation". Over the next 20 
years between a quarter and a half of new 
demand will be satisfied by lessening exist- 
ing demand through conservation. 

Much of the rest will come from “firm- 
ing up non-firm power”. This is jargon for 
backing up the difference between the riv- 
er's average capacity and its peak capacity. 
Because the river is too big to be held back 
much when power is not needed, the surplus 
water is at present spilt over the dams or 
used to generate power for sale to Califor- 
nia. In. most years California buys about 
3,000 megwatts. In a wet year it buys enough 
to earn the Bonneville Power Administra- 
tion up to $500m. But the region cannot 
rely on that power in dry years. So, by build- 
ing thermal power stations that can run 
when the Columbia river is low, that non- 
firm power (about 4,000 megwatts) can be 
ensured. Nuclear and coal plants are too ex- 
pensive when standing idle; but natural gas 
plants are not. 

The Columbia's power is awesome as it 
is. But consider this. At one time—briefly— 
the river was by far the biggest in the world, 
with the flow of 60 Amazons. This hap- 
pened during the last ice age when an ice 
dam repeatedly formed on the Clark fork of 
the river, each time building up a huge lake, 
called Lake Missoula. Eventually, the lake 
was deep enough to float the ice dam and 
the waters poured out in a catastrophic 
flood that left ripples and canyons in the 
landscape miles across. lt happened 40 
times, scientists reckon, the last occasion be- 
ing 11,800 years ago. 
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| -claim that the adverse effects 
] "of the deficit have been 


| up in the humdrum area of 


[S because President Bush of- - 


i other of his favourite cru- 








A sword called empowerment 


ODAY'S Republican party has little in common with Abra- 
| ham Lincoln's. But one of the party's current stars loves to 
-. look back to the man from the log cabin: Jack Kemp, the ebul- 
- lient secretary of the Department of Housing and Urban Devel- 
opment (HUD). 

Mr Kemp, ex-footbailer, ex-congressman from Buffalo, ex- 
presidential candidate in 1988, is a man with many admirers and 
. few enemies. Ideas, snatched from hither and yon, bubble out of 
< him, faster than his vocal chords can discipline: dull he is not. 
‘But most of his forays, until last year, were into economics. A 
` dedicated believer in lower taxes, he helped to convert Mr Ron- 
ald Reagan to the supply-side | 
- cause during the 1979-80 

presidential campaign. 
—. The plan he dreamt up 
. became the heart of the 1981 
= tax cuts. Mr Kemp and his 
> supply-side friends deny pa- 
- ternity for the subsequent 
budget  deficit—and . also 


hugely exaggerated. 
So why has Mr Kemp, 
| an impassioned advocate of 
^a gold standard for the dol- 
lar, a fierce free-trader, and a 
relentless critic of the Fed- 


| : seral Reserve Board, landed 
housing! Partly, of course, 


fered him this rather than 
something better. 

But HUD also gives Mr 
Kemp the chance to push an- 


sades: he wants to show that 

conservatives are better at dealing with poverty, especially the 

inner-city sort, than liberals. The housing secretary uses one 

word again and again: empowerment. This is his equivalent for 

the 1990s of Lincoln's emancipation in the 1860s. 
Empowerment, says Mr Kemp, is the way to fill the gaps in 


| the Great Society. Mr Kemp has no time for the negative ap- 
| proach of the libertarians—that government efforts to wage war 


on poverty are wrong in principle and bound to fail in practice. 


Instead he attacks the design of the programmes in the 1960s: 


-© the way they perpetuated poverty by subsidising failure rather | 
^ than rewarding success. He does not want to cut the government - 
- out, but to use it to empower the poor with choices. 


. Urban homesteading 
. Giving them somewhere to live is a pretty good start. In the past, 
. assistance with public housing has meant either providing 
- homes in public estates or providing subsidies to the developers 
~ of cheap housing. Mr Kemp wants to empower the tenants with 
the management of their own public-housing estates, with subsi- 
dies for home ownership and with rental vouchers. He calls his 
» programme HOPE (home-ownership and opportunity for people 
everywhere). 

With an eye to Lincoln, he talks of urban homesteading. He 
prefers this to privatisation, which he thinks carries negative 





connotations. And he does not forget his low-tax campaign. He 
still campaigns for inner-city enterprise zones where federal in- 
come and capital gains taxes would be reduced or eliminated 
altogether. 

Mr Kemp promotes his ideas with religious fervour. But they 
have run into several problems. The first is the swamp of mis 
management, corruption and political favouritism that he has 
inherited. For eight years HUD was presided over by Mr Sam 
Pierce, whose only interests seem to have been cutting his budget 
and using what was left to help friends. The scandals uncovered 


in audits and in congressional hearings have cast a pall over Mr 


Kemp's first year. Even so, 
he has tried to turn them to 
advantage by stressing that 
they stem as much from pro- 
grammes that favour devel- 
opers over tenants as from 
venality. Empowerment thus 
becomes a way to drain the 
HUD swamp. 

Project HOPE is subject to 
the criticism that it may help 
with demand but does little 
to boost supply. Mr Kemp 
counters this by arguing that 
homelessness and poor 
housing are exacerbated by 
zoning laws and rent con- 
trols and red tape. A study in 
Orange County, California, 
found that such restrictions 
almost double the cost of a 
new home; the correlation 
between homelessness and 
rent control in New York is 
well-known. Mr Kemp is set- 
ting up a commission to in- 
vestigate restrictions on the 
supply of housing. He may find them easier to describe than to 
eliminate. 

That is partly because of a third snag: Congres: There are 
several housing bills under consideration on Capitol Hill, and 
between them they include many of Mr Kemp’s ideas, But con- 
gressional Democrats remain opposed to enterprise zones, and 
are uncertain about sweeping away HUD’s development assis- 


tance, or scrapping the restrictions. But Congress's quarrel with 


Mr Kemp is, above all, about money. 


| Project HOPE, say congressmen, is all very well; but cannot be- E 
: dne without a budget i increase. Mr Kemp treads warily: he says 
. the housing budget will go up, but he is avoiding a row with th 





budget director, Mr Richard Darman. He avoids the questi nby | 


pointing out that a lot of the money was wasted in the past. But 


that does not mean that improvements can be had for free. And, 
for political reasons, Mr Kemp shies away from the obvious 
source of cash: a cut in the $50 billion a year that the govern- 
ment allows for tax relief on mortgage interest. —— — 

Can Mr Kemp get round these obstacles? He is already talk- 


ing of tackling another department after HUD (perhaps trade rep- | 
resentative?). But if he sticks to empowerment and all that hee | 
says this means, his enthusiasm, goodwill and concern for the -f 
1a chance of success as any other. -| 





poor give him at least as gooc 
less romantic Republican. 
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A president with guts, ana a 
bullet-proot waistcoat - 


FROM A CORRESPONDENT IN BOGOTA 


Gaviria’s big job is staying alive 


T IS said that the infant Cesar Gaviria 
surprised his parents by talking at seven 
months, long before he could walk. As a 
man who can’t do much walking because his 
is under threat, Colombia’s president- 
elect is going to need those precocious oral 
skills if he is to achieve his two big aims. 

Mr Gaviria wants to make the intermit- 
tent fight against the terrorism of the Medel- 
lin cocaine traffickers more effective and 
more popular; and he wants to push 
through institutional reforms against the 
opposition of the political bosses of his own 
party. To make his job harder, many people 
believe that the Meddellin traffickers, 
headed by Mr Pablo Escobar, are working 
together with reactionary political bosses 
and corrupt army officers to undermine Co- 
. lombia's shaky democracy. 

Once he was adopted as the candidate 
of the ruling Liberal party in a nation-wide 
primary in March, there was no serious 
doubt that Mr Gaviria would win the presi- 
dential election of May 27th. He was the 
anointed successor to the party's favourite, 


Luis Carlos Galan, who was murdered by 
th ak traffickers last lian ag The Liber- 












als are Colombia’s majority party, and the 
opposition Conservatives are divided. 

With most votes counted, Mr Gaviria 
had won 47.6% compared with 23.8% for 
Mr Alvaro Gomez, a veteran Conservative 
warhorse who stood as an independent. The 
surprise was the performance of the M-19 
Democratic Alliance, a left-wing group in- 
cluding many former guerrillas who have de- 
cided to try electoral politics. For them, Mr 
Antonio Navarro won 12.6%, just pushing 
the official Conservative candidate into 
fourth place. Mr Navarro's vote, more than 
double the left's previous best effort, was 
seen as a first dent in the duopoly of power 
exercised by Colombia's Liberals and Con- 
servatives for a century and a half. 

Mr Gaviria said the result gave him "the 
clear political mandate" he wanted in order 
to rule the most violent country in the 
Americas. The Liberal barons in Colom- 
bia's Congress may try to prove the con- 
trary. Almost 14m people are registered as 
electors. On Sunday about 45% of them 
voted; Mr Gaviria, the winner, got only 3m 
votes. That was low even by Colombian 
standards—1m fewer votes than his aides 


-lantic coast. Reports from there say that t 





























































had said they wanted, and than the Liber: 
won on a 5596 turnout in the congression 
elections in March. 

That poll took place in a brief period 
tranquillity, while emissaries allegedly actin 
for the government were talking peace wi 
the chief drugs baron, Mr Escobar.. 
presidential polling-day was itself peac 
to general relief. But it was preceded. by 
wave of car-bombings and shootings... 

Three presidential candidates were r 
dered during the campaign. The death 
in politically related violence is more th 
1,500 so far this year, including 100 pol 
killed in Medellin alone. Although: the 
thorities say the latest bombings were. a: 
fort by Mr Escobar, at war again since 
March, to scare voters away, the turnout Wi 
lowest in largely bomb-free areas like the / 





Liberal bosses chose not to provide t 
transport, rum and favours that have trad 
tionally been used to get out the vote. 
Ina country long ruled by the elderly, 
Mr Gaviria is 43, an economist who likes 
rock music and tennis. Like Luis Carlo 
Galan, whose place he took, he speaks ot 
firmly against the drugs gangs. But whil 
Galan was an orator and moral crusader, M 
Gaviria is a product of the Liberal machine, 
Under the outgoing President Virgilio 
Barco, he proved an astute backroom ope 
ator first as minister of finance, when h 
pushed through a supply-side tax: reforn 
and then as minister of the interior. : 


The constitutional complication . 
Although Mr Gaviria's father was a prosp 
ous provincial coffee grower, he has come 
represent the new Renault-4 owners o 
rising urban middle-class, which has bi 
pressing for political reform. He suppo 
an initiative—promoted by a non-party: 
dent movement and endorsed by — 
Barco—that enabled voters to back the ca 
ing of a constitutional assembly. They di 
so, by nine to one. 
Colombia is ruled by a constitution 
1886, under which a state of siege has bee 
in force for most of the past 40 years. Co : 
stitutional reform is widely seen as essenti 
to achieve internal peace, and to encouras 
other left-wing guerrillas to follow the: M 
and trade in their arms for democratic p 
tics. But the existing system gives congres 
men patronage in some state services and 
jobs, and obliges the president to offer c 
net posts to the opposition. Constitut 
reform will meet opposition in Congre: 
Mr Gaviria's first labour will be t« 
Mr Escobar, if Mr Barco doesn't 1 
this for him before the transfer. ofr p 
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in August. His three main rivals for the pres- 
idency offered to end trafficker terrorism by 
negotiations, and by suspending the weapon 
that suspected traffickers most fear, which is 
extradition to the United States. 

Mr Gaviria has drawn a clear distinction 
between "narco-terrorism" and the drugs 
trade itself. The first, he says, must be fought 

"without concessions". The second, he de- 
clares, is an international rather than a Co- 
lombian problem. Unlike some of his elec- 
toral opponents, he has been careful not to 
suggest that cocaine should be legalised. 
Rather, he criticises the industrialised coun- 
tries for doing little to reduce drug con- 
sumption. "If they don't do it," he said to 
loud applause on Sunday night, acknowl- 
edging his election victory, "it will be in- 
creasingly difficult for the Colombian peo- 
ple to understand that their sacrifice has no 
counterpart, and may end up in vain." 





Peru 
Virgin voters 


FROM OUR PERU CORRESPONDENT LIMA 


HE Virgin Mary is a new player in Pe- 

ru's increasingly unholv presidential 
election. Mr Mario Vargas Llosa, an agnos- 
tic novelist, arrived narrowly at the head of 
the field in the first round on April 8th. His 
rival for the run-off on June 10th, Mr 
Alberto Fujimori, the son of Japanese immi- 
grants, says he is a Catholic, but a large 
chunk of his organised supporters and more 
than a dozen of his party's newly elected 
congressmen are evangelical Protestants. 

This, coupled with Mr Fujimori's five- 
point lead in the opinion polls, has aroused 
fears among Lima's Roman Catholic estab- 
lishment that, once in power, the non-Cath- 
olic sects may prune the mother church's 
455-year-old perks. Two weeks before the fi- 
nal polls, Lima’s new prelate, Archbishop 
Augusto Vargas—no relation—had Catho- 
lic priests read parishioners a letter that 
staunchly def the Virgin's virginity 
against doubting evangelicals, and gave 
warning of the dangers of voting for a move- 
ment representing them. Before polling day 
Our Lady is to be paraded through the 
streets of the capital, Lima. 

The Virgin's help could be just what Mr 
Vargas Llosa needs to chip away Mr 
Fujimori's lead, at least in Lima. The conser- 
vative church's political power may prove 
weaker in the provinces. Other muddy tac- 
tics, like anti-Japanese racism (the novelist 
says he deplores that) and inquiries into Mr 
Fujimori's personal finances and tax 
records, have served to turn what looked 
like a clear defeat for Mr Vargas into a neck- 
and-neck race. A representative of Mr Var- 
gas Llosa's firm of American political con- 
sultants says: "It is important that Mr 
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The lady goes on ruling 


FROM OUR CARIBBEAN CORRESPONDENT 


FTER ten years in office, the lady 

won again on May 28th. Once 
more, but with less of a majority, Miss 
Eugenia Charles, at 71, is Dominica's 
prime minister, with her no-nonsense 
policies of privatised water, regional se- 
curity and friendship towards the United 
States. Her Freedom party, with 11 of 
the 21 seats in parliament, faces the 
United Workers’ party (not very left- 
wing) with six, and Labour with four. 
Once the election was out of the way, the 
government released from prison 


Labour's former leader, Mr Patrick John, 
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Forever Eugenia 


who tried a coup in 1981. He says he sup- 
ports Miss Charles now. 

Caribbean voters tend to give govern- 
ments two terms, then throw them out. 
The Dominicans have rewarded Miss 
Charles for her efficiency and incorrupt- 
ibility. The prime minister was a well-off 
lawyer before she took up politics. No 
right-minded drugs baron would dare go 
near her. 

Her majority shrank because Domi- 
nica is still poor, and Dominicans make 
odious comparisons with the neigh- 
bours. Antigua and Barbados are full of 
shiny Japanese cars; the French depart- 
ments of Martinique and Guadeloupe 
thrive on public-sector salaries higher 
than those in France. Dominicans are 
great travellers, and know at first hand 
how North Americans live. Tell them 
Dominica is tourist-hungry and there- 
fore poor because it rains most of the 
time, and there is barely enough flat land 
for an airport, and they merely shrug. 

Many also think the Freedom party a 
mite authoritarian. There should be no 
need to tap telephones in an island alive 
with gossip; support for the opposition 
or criticism of the government can cost 
you a government job. Miss Charles is 


not expected to serve out her full five 


years at the top. By picking a successor 
among her ministers, she will annoy all 
the others. After the Charles decade, 
politics will live again in Dominica. That 
won't necessarily make the 76,000 is- 
landers any richer. 





Vargas's imprint should not be seen on the 
smear campaign" against Mr Fujimori. 

Peru's economic plight will force either 
candidate to apply roughly the same short- 
term adjustment policies, though Mr 
Fujimori studiously avoids admitting that. 
His economists have stopped talking about 
"gradual" approaches to cracking Peru's in- 
flation, now at 4096 a month. They do, how- 
ever, claim that the adjustment they have in 
mind will have a better "quality" than the 
"fiscal shock" that Mr Vargas's team pro- 
poses. Withdrawing liquidity by way of a 
new currency is one ploy, according to Mr 
Esteban Hynilicsa, a World Bank consultant 
in Mr Fujimori's team. 

Neither candidate is remotely left-wing. 
Mr Vargas offers more forthright promo- 
tion for Peruvian exports. Mr Fujimori 
wants a stronger domestic market both for 
farmers and for small industrialists. If he can 
pull it off, that could help ease social ten- 
sions; but if his proposal is mere demagogy, 
the prospects are bleak. The country has 


run out of foreign exchange: when the new 
government takes over on July 28th, it is 
pected that net foreign reserves at the cen- 
tral bank will be about minus $400m. Over- 
due debt to multilateral institutions will 
amount to over $2 billion. Dollars are more 
welcome that domestic intis. Drugs exports, 
unrecorded, probably keep much of the 
economy afloat. 

The new president, whoever he is, will 
have to work with the divided Congress that 
was elected last April. In both houses Mr 
Vargas's Democratic Front won more seats 
than any other group, but no party or alli- 
ance has an absolute majority. There will 
have to be compromises. The nearest thing 
to a workable combination would be a pact 
between the Democratic Front and Mr 
Fujimori's Cambio 90. The mutual clobber- 
ing of the past seven weeks may, however, 
have closed that option. If so, the demo- 
cratic institutions that Peru adopted in 1980 
may have taken one step back. 
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Mexico 


Clean this time? 


FROM OUR MEXICO CORRESPONDENT 


(6 NAMPAIGNS used to be shadow-box- 

ing. Now they are hard-fought bat- 
tles.” The speaker, Mr Agustin Martinez 
Maldonado, is the candidate of Mexico's 
ruling Institutional Revolutionary party 
(PRI) for the mayor's job in Uruapan. His 
success or failure in the election there on 
June 3rd will shed light not only on Mexican 
opinion, but also on the sincerity of Presi- 
dent Carlos Salinas de Gortari's pledge to 
run clean and honest elections. 

Uruapan is a prosperous farming centre 
in the western state of Michoacan, and a 
bastion of the Party of the Democratic 
Revolution (PRD), which in less than three 
years has become Mexico's main opposition 

rce. The party seeks more democracy, 
_ainst the single-party domination of the 
everlasting PRI, and it challenges the freeish- 
market policies of President Salinas. In two 
years the PRD has won both of Michoacan's 
senate seats, 13 of its 14 congressional seats 
and, only last December, just under half of 
its mayoralties. Those December elections 
were hotly contested; the one in Uruapan 
was awarded to the ruling party by a margin 
of less than 100 votes, after the election 
board, controlled by the pri, annulled the 
votes in one precinct. ; 

The PRD organised a demonstration to 
protest against the result. The government 
sent in soldiers to break it up. That was old- 
style Mexican politics. The innovation was 
that state officials declared the entire murky 
election in Uruapan void, and senior federal 
officials stepped in to order a re-run. 

President Salinas wants his PRI to look 
more like a modern party, not just a tough 
political power-house. Its candidate back in 

cember was a rich avocado farmer and 
oid-guard party machine-man, Mr Joaquin 
Barragan. He is still prominent on the par- 
ty’s list; but the new candidate, Mr Martinez 
Maldonado, is a quiet lawyer who promises 
pluralism and a reduced role for the state. 
Nevertheless, two weeks before polling day, 
he swept aside talk of municipal financial 
problems, inaugurated a state-financed elec- 
trification project in a working-class district, 
and promised running water and sewers for 
a poor district with a tendency to vote PRD. 

Officials, and the pro-government 
press, depict their left-wing opponents as a 
party of trouble-makers. When the PRD's na- 
tional leader, Mr Cuauhtemoc Cardenas, 
took a swing through Uruapan, huge public- 
ity was given to accusations from a man held 
in jail on charges of embezzlement from 
25,000 small savers. This character, alias Fa- 
bian Rodriguez, said Mr Cardenas was the 
"intellectual author" of his alleged frauds. 
Later he withdrew the accusations, but by 


URUAPAN 
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then the damage had been done. 

The PRD, in return, accuses the govern- 
ment of fraud—of the electoral kind. To- 
gether with the conservative National Ac- 
tion party (PAN), it claims that 300 ruling- 
party “alchemists and electoral thugs” are 
holed up in Uruapan's best hotels, at gov- 
ernment expense, scheming to steal votes. 
In three days the PAN's people surveyed 
some 20,000 names on the electoral register 
and detected 1,360 oddities, including 
names listed twice. The opposition success- 
fully challenged the names of 99 out of 800 
polling-booth officials, mainly because they 
lived outside the precinct to which they had 
been assigned. 

The opposition parties are preparing 
their own teams of election-watchers. In late 
May a commission of the Organisation of 
American States recorded the PAN's griev- 
ances at local elections in 1985 and 1986. It 
recalled the ruling party's old habits: names 
dropped from electoral rolls, non-existent 
voters registered, polling stations arbitrarily 
opened and closed. 

Many critics of the ruling party will not 
bother to vote. Says one potential new 





Salinas wants honesty 


voter: “Whichever way, it will be the same. 
If I vote for the PAN, the PRI wins; if I vote for 
the PRD, the PRI wins." President Salinas says 
he wants to end such cynicism. But his party 
wants to win all the elections it can. 





The Arabs in Baghdad 


An anti-Zionist ink-blot 


FROM OUR CORRESPONDENT IN BAGHDAD 


OR a few glorious days, the Arabs could 

feel that they had the whole world on 
their side. On May 20th an Israeli citizen 
murdered seven Palestinians in cold blood. 
The occupied West Bank and Gaza erupted, 
Israeli soldiers shot many more Palestinians 
dead, and the United Nations Security 
Council decamped to Geneva, so that it 
could hear the views of Mr Yasser Arafat, 
chairman of the Palestine Liberation Orga- 
nisation and president of the self-pro- 
claimed but still unborn state of Palestine. 

Mr Arafat performed well enough in 
Geneva, outlining Israel's excesses in its 
vain attempts to suppress the Palestinian 
uprising, or intifada, against military occu- 
pation. But the diplomatic triumph he was 
looking for—American acquiescence in the 
sending of a UN observer force to the occu- 
pied territories—eluded him. Then Mr 
Arafat flew to Baghdad, for the opening on 
May 27th of an emergency Arab summit 
meeting. From then on the Arabs' chances 
of retaining the sympathy of the world be- 
gan to unravel. 

The summit's ostensi- 
ble purpose was to protest 
at the emigration of Soviet 
Jews to Israel and to show 
the West that all Arabs 
were rallying around Iraq's 
President Saddam Hussein, 
and his threat to destroy 


half of Israel with chemical weapons if Israel 
dared attack him. "Our strength is in unity, 
our weakness in division," proclaimed the 
banners in Baghdad. By the time the summit 
had ended, however, the divisions in the 
Arab world were looking deeper than they 
had before, and attempts to 
paint Israel as the only ob- 
stacle to peace had been 
dented by a Palestinian raid 
(see story on next page) on 
, Israel. 

As a show of unity, the 
summit was doomed before 
it began. President Hafez 
Assad of Syria refused to at- 
tend a meeting whose host was Iraq's leader, 
his fellow Baath-socialist and therefore arch- 
rival. Several of the Arab League's 22 heads 
of state (if you include Palestine) failed to 
turn up. Those who did promptly split into 
two camps. 

A moderate camp, led by Egypt's Presi- 
dent Hosni Mubarak, strove to soften the 
summit's denunciations of the United 
States, which both President Hussein and 
Mr Arafat bitterly attacked for favouring Is- 
rael. Egypt, said its president, stood with 
"sisterly Iraq” against the threats it had re- 
ceived from "certain quarters". He prom- 
ised, having spoken recently to both Presi- 
dent Bush and President Gorbachev, that 
over the next few months the Arabs could 
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expect "a number of stud- 
ied steps" to reduce the im- 
pact of the arrival of Soviet 
Jews in Israel. He proposed 
making the Middle East a 
zone "free of all weapons of 
mass destruction". And he 
warned the Arabs to send 
the outside world a “‘sensi- 
ble message, in tune with the the values and 
spirit of the age", rather than a "mere ex- 
pression of anger”. 

President Hussein, leading the opposing 
camp, delivered a ferocious attack on "the 
Zionist enemy" and "American imperial- 
ism". (He used the word “imperialism”, he 
added, expressly because the Americans had 
asked him before the summi: not to.) 

Mr Arafat, hot from his disappointment 
in Geneva, joined the anti-American re- 
frain. American policy, he said, was 
characterised by “procrastination, vague- 
ness and ambiguity", whereas Israel, forti- 
fied by the influx of Soviet Jews, was bent on 
expanding “from the Nile to the Euphra- 
tes”. Jordan’s King Hussein reinforced the 
atmosphere of crisis. It was his duty, he said, 





Mubarak 


to warn his fellow Arabs of “the aggression 
being prepared by the enemy”, and of the 
duty of his fellow Arabs to buttress Jordan’s 
economy so it could withstand any aggres- 
sion “until Arab military aid arrives”. 

After three days of bickering, the 
summiteers did their best to produce a com- 
muniqué with a semblance of consistency. 
What came out was more like a psychiatrist's 
ink-blot test, a squiggle in which anyone can 
detect whatever pattern he pleases. The 
communiqué reaffirmed support for Mr 
Arafat’s peace programme, which is based 
on partitioning Palestine between Israel and 
a Palestinian state, but deliberately made no 
mention of UN Security Council Resolution 
242, which implies recognition of Israel. It 
called on the UN to prevent the settlement of 
Soviet Jews in “Palestine or 
any other occupied terri- 
tory’, leaving open the 
question of whether Israel 
could settle new immigrants 
within its pre-1967 borders. 

The communiqué will 
no doubt fascinate the 
backroom boys in Ameri- 





Saddam 


How not to be a commando 


FROM OUR ISRAEL CORRESPONDENT 


' g*appin: qnm have many qualities, 
but a good sense of timing is not one 
of them. Just as Arab leaders were ending 
| their summit on May 30th, a group from 
Mr Yasser Arafat's Palestine Liberation 
Organisation mounted what was intended 
to be a spectacular raid on Israel. Its abject 
failure does not make the consequences 
any less damaging to hopes of peace. 
Setting out on a mother ship from 
Benghazi in Libya, men of the Palestine 
Liberation Front used fibreglass speed- 
boats to try to land at two points on Isra- 
el's coast, just as hundreds of civilians 
were thronging the beaches on the Shav- 
| uot holiday. Only at the last minute did 
| the Israelis avert a slaughter. Five heavily- 
armed guerrillas surrendered off the coast, 
| and 11 others landed at Nitzanim, south 
of the port of Ashdod. Within an hour 
they had been surrounded: four were 
killed and seven captured. 
Major-General Dan Shomron, the Is- 
raeli chief of staff, claimed that the opera- 
tion's aim “was to kill civilians in the most 
| populated areas of Israel." The Palestin- 
ians had maps and photographs of civilian 
locations in Tel Aviv and elsewhere. The 
PLF belongs not to the Syrian-backed 
"rejectionist camp" or to the unlovely 
band of "abus" identified with hardline 
| terrorism, but to Mr Arafat's own orga- 
nisation. Its leader, Mr Mahmoud Abbas 
| (better known as Abu al-Abbas), is a 
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member of the PLO's executive committee 
and other senior decision-making bodies, 
and regularly attends meetings of the Pal- 
estine National Council, the Palestinian 
parliament. 

It is not the first time he has embar- 
rassed Mr Arafat. In October 1985 his 
men hijacked an Italian cruise liner, the 
Achille Lauro, and murdered an elderly 
American Jew in his wheelchair before 
surrendering to the Egyptian authorities. 
The Americans want him for murder. 

Like the Achille Lauro incident, the 
coastal raid will damage Mr Arafat's rela- 
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ca's State Department and 
Israel’s foreign ministry, 
who will argue about its 
true meaning. In the longer 
run, its wording may be less 
o>» significant than the scenes 
and speeches that were 
broadcast from Baghdad 
throughout the Arab 
world. Arab television viewers must have 
warmed to President Hussein’s vigorous 
castigation of the United States for arming 
and supporting Israel, and to his repeated 
warning that any Israeli strike against Iraq 
would be met by equal force. 

For all the oppressiveness of his regime, 
a vast number of Iraqis see their president as 
a father-figure to be proud of. By friend or 
foe, on the streets of Baghdad, Saddam is 
referred to simply as "he". "He is the Arab 
hero," enthused one passer-by in Baghdad 
this week, unprompted by your correspon- 
dent. “Nasser made promises, but could i 
deliver. But when Saddam speaks, he acto. - 
A lot of Arabs, including millions beyond 
Iraq, seem inclined to agree. 











tions with the United States. It casts 
doubt on his claim in 1988 that he was 
renouncing terrorism and accepting the 
existence of Israel. "The United States 
holds talks with the PLO on the assump- 
tion that the PLO has ceased terrorism, " 
said Israel's foreign minister, Mr Moshe 
Arens. "Now we have additional proof 
that the PLO in fact continues terrorism." 
The American State Department was 
quick to say that it would reconsider 
America's dialogue with Mr Arafat in the 
light of what it had no hesitation in calling 
“a terrorist attack”. 

Until the attack, the PLO had been en- 
joying widespread sympathy after the 
murder on May 20th of seven Palestinian 
workers near Rishon Le Zion in Israel. 
The intifada, which had been flagging, ex- 
ploded in a brief paroxysm of rage. The 
United States, impatient at Israel's failure 
to form a new government, had begun to 
bare its teeth, by hinting that it might sup- 
port a United Nations investigative mis- 
sion to the occupied territories. 

The PLF described the raid, with un- 
conscious irony, as "a military lesson" for 
Israel and revenge for the Rishon Le Zion 
massacre. In fact it was an incompetent 
own-goal. On May 28th an Israeli was 
killed and nine injured when a bomb ex- 
ploded in a busy market in West Jerusa- 
lem. Pro-PLO leaders, on hunger strike in 
East Jerusalem, condemned the bombing. 
The Palestinians in Palestine seem to un- 
derstand that terrorism damages. their 
cause. Their brothers in exile are evi- 
dently slower on the uptake. 
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GUARANTEED FUTURES FUND 


nvesting in the world of Futures and 
Options can produce spectacular profits 
- but the risks can be equally high. 


Now, the new Paragon Sterling Fund 


return on the Futures and Options market — 
without the risk of losing your original 
investment, which must be at least £5,000. 


Future performance is not o: investors are reminded of the volatile nature of futures and thart the evalue o of the Fund can n fal as well as rise, 
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Reduce your risks, and 
maximise your returns 





Come what may, one of the world's _ 
largestfinancialguarantycompaniesbacks , 
our guarantee that at the end of 1995 you 
will receive at least your initial invest- - 
ment back. What's more, after the first _ 
year you will have the opportunity to 
encash your holdings at net asset 
value on a monthly basis alth- 
ough of course this will be without 
the benefit of the guarantee. 


- funds will be allocated partly toanumber oftop - ze 


. ‘AA’ bonds to give stability an 
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Paragon Sterling’ $ funds will be super- M 
vised by leading City of London investment 
managers John Govett & Co. Limited. The 


specialist futuresinvestment managersselected — |. 
for their superior track records and differing -| 
investment styles, and partly toa portfolio of 
id security. Itisa 
combination designed to reduce the E tisks, and 
maximise your potential rewards. ie S 
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RESIDENT Daniel arap Moi of Kenya 
A. calls it "garbage". Zambia's President 
.enneth Kaunda says its reintroduction 
vould be “a national disaster”. Both are re- 
erring to a disease, called multi-party de- 


er of African dictators. Most of Britain's 
rotégés in the east and south— Presidents 


Banda, Kaunda, Moi, Mugabe 


rnments in French-speaking West Africa 
re trying, mainly unsuccessfully, to swim 
ith the democratic tide. 

In February Gabon's state-owned press 
icted that the country would not be af- 
d by political events in Eastern Europe. 
Vithin weeks President Omar Bongo, beset 
y striking bank clerks, civil servants, sailors 
d airline workers, announced a return to 
multi-party system, outlawed there in 
968. He appointed a transitional adminis- 
tation and promised elections in August. 

< But on May 23rd came the murder of 
Ar [eph Rendjambe, secretary-general of 
p left-wing Gabonese Progress party and a 
ocal critic of Mr Bongo. Opposition sup- 
porters blamed the government. When riots 
pread across the country the president 


was duly sent. 
~~ Oil exports have made Gabon into sub- 
aharan Africa's most prosperous state, 
with an annual income per head of $3,000. 
With their expatriate staff seeking shelter, 
the country's main oil producers, Elf and 
Shell, cut output to 20,000 barrels a day, 
'om 270,000 b/d in Apri. Mr Bongo 
hreatened t to withdraw exploration licences 
itput was not back to normal by the 
ekend; the companies complied. By mid- 
ek 1, 800 foreigners had been evacuated. 

t ings: are little better in Ivory Coast, 


| the pà 


mocracy, that has swept through Eastern 
urope and now threatens a growing num- 


Mwinyi—reject the whole idea. Some gov- 


lled for military help from France, which - 





iphouet-Boigny. In May came strikes by 
ice and a mutiny by young army con- 
scripts. When the mutineers took control of 
the international airport and the national 





. television station, Mr Houphouet-Boigny 


asked France's President Mitterrand for mil- 
itary assistance. The 600 French soldiers in 


Ivory Coast stayed in their barracks. 


Mr Houphouet-Boigny seeks to keep his 
critics at bay by legalising four opposition 
political parties and promising to stand 
down as president before elections at the 
end of the year. Whoever follows him will 


have to pick up some awkward pieces. Much 


of the unrest is plainly economic. Cocoa 
prices have slumped, and the country can- 
not devalue since its currency, the CFA 
franc, is fixed to the French franc. Debt-ser- 
vice payments are painfully high. The gov- 
ernment has therefore wanted to stabilise 
the economy by wage cuts and sackings, to 
force down the living standards of civil ser- 
vants and factory workers. That could bring 
the government down. 


For change, and against 


Benin is moving slowly towards democracy 
by a different route. After 18 years of doctri- 


naire Marxist rule, President Mathieu 
Kérékou plans to allow rival parties. Even in 
vast Zaire, President Mobutu Sese Seko has 
promised to end single-party rule; he is un- 
der mounting pressure from critics in Bel- 
gium and America. 

The traffic is not all one-way. Camer- 
oun's President Paul Biya, a relative new- 
comer who has held office in a one-party 
state since 1982, sees no need for change. 
On May 26th a pro-democracy demonstra- 
tion ended in disorder with six people dead. 
Mr Biya shrugs off reformist pressure as 

“manoeuvres for diversion and 
destabilisation”. Still, Mr Jacques Pelletier, 
France's minister for co-operation and 
development, says the winds from Eastern 
Europe are "swaying the coconut palms". 





SINT AMMIAN SERE yaa pushin cise ie E TENE RET ENSA | 
Population GNP per head 
Country m, 1988 $, 1988 
T 
Burkina Faso — 85 —— 23 — 
Cameroun 112 100 — 
Republic 28 390 
Cad ——— 54 160 
Congo — 2! — 3» 
Equatorial Guinea — 04 —— 350 — 
Gabon | —.18 290 
ivory Coast — — 16 —— 74 
T REEL — 
Nge — 70 — 310 
wu 7 8 
Togo ——— — 34 m 


Source: World Bank — 


dts. ancient president, Mr. Félix. 















































FROM OUR SPECIAL CORRESPONDENT IN DAR ES SALAAM 


ELF-RELIANCE is the national motto, 

but 28 years of mismanagement, corrup- 
tion and socialism have created an aid-ad- 
dicted society. Since 1970 foreign donors 
have sunk over $10 billion into Tanzania, 
though it is hard to tell —amid the pot-holed 
roads, decaying buildings, cracked pave- 
ments and demoralised clinics and universi- 
ties—what has happened to it all. 

The World Bank's seventh road-build- 
ing loan to Tanzania is tactfully called the 
"integrated road lending programme”, lest 
anyone should ask what happened to the 
previous six. Farmers are desperate because 
tea, coffee and maize cannot be moved to 
market. Two-thirds of the roads are said to 
be impassable. 

Tanzania, never rich, has grown poo... 
over the past 20 years. By 1988 average in- 
come per head was only $160 a year. Presi- 
dent Ali Hassan Mwinyi, who took office in 
1985 after almost 25 years of rule by 
Mwalimu ("The Teacher") Julius Nyerere, 
cannot be held responsible. The fragile eco- 
nomic improvements of recent years, includ- 
ing real growth of 496 a year since 1986, 
were achieved in the face of persistent med- 
dling by his predecessor. This week Mr 
Nyerere, who had remained chairman of the 
ruling party, Chama Cha Mapinduzi, at last 
announced his retirement from politics. 

The country's decline had its origins in 
the misconceived Arusha Declaration of 
1967, which championed socialism and self- 
reliance. The Tanzanians nationalised the 
banks, commerce and industry, established 
communal villages, created state-owned ag- 
ricultural marketing boards and set up vast 
import-substitution industries. 

Even today many Tanzanians refuse 
admit that all this was a mistake. They blame 
their plight on an iniquitous world econ- 
omy, war with Uganda and the collapse of 
the East African Economic Community, 
though both the war and the collapse hap- 
pened more than a decade ago. 

A shift in economic strategy began un- 
der a reluctant Mr Nyerere in 1982, but took 


root only with the first economic recovery 


programme in 1986. The shilling was mas- 
sively devalued, interest rates raised, farmers 
paid more for their crops, price controls on 
some 400 items abolished and government 
spending cut. | 

The results so far are patchy. The pro- 
duction of cotton and grain has increased. 
But the budget deficit is 9% of Gop, inflation 
is at 30% and the balance of payments is 
worsening. It is going to take a long time for 
Tanzania to make up for the losses inflicted 


on it d ME Nyerere's ionem intentions. 








You're heading a subsidiary of an internationally active 
company, or you're coordinating employee benefit planning on 
an international level. Your main concern is to establish local 
plans which combine maximum benefits with the best attainable 
cost effectiveness. In either case, there is one infrastructure that 
fully meets these objectives: SWISS LIFE and its international 
Network of local insurers. 

| You see, the primary aim of the SWISS LIFE Network is to 
provide the world's best employee benefit plans. Market-leading 
local insurers, known for their commitment to SWISS LIFE's high 
stant ards, link up to form the world's largest and most efficient 
insurance Network. At one and the same time, you benefit from 

best available local plans tailored to suit your company's 

> backing of an experienced and reliable interna- 

‚for a cost-benefit ratio that may well astound you. 
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You can be confident you're with the best in the busin i 
Whatever country ycu're in. 2 

If you manage a subsidiary, contact your local: sv ‘iss 
Network Partner - as a market leader in your country, he's e 
find. And if you are in parent-company management, r 
direct at Switzerland +1/206 5797. | 
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Underlying Strength. Amidst the shifting currents of today s financia 


markets, Bank of America stands on a solid 
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foundation of experience. It enables us to look at opportunities that may not be clear to others. And 
your goals with a long-range perspective. Io see to deliver the support you need to seize them. 
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Welcome to Boris Yeltsin S 


Russian circus 


FROM QUR MOSCOW CORRESPONDENT 


HE month that began with demon- 
strators booing President Mikhail Gor- 
bachev off the stage on May Day has ended 
with a botched economic reform, panic buy- 
ing in Moscow's shops and the election of 
Mr Boris Yeltsin as president of the Russian 
epublic. May 1990 will go down as a turn- 
eaugepoint in Soviet history. But of what 
kind? The answer depends on a basic dis- 
.. pute that Mr Yeltsin’s election precipitates: 
^. Who has more authority, the president of 
"the Soviet Union (Mr Gorbachev) or the 
president of Russia (Mr Yeltsin)? 

' Russia is the largest, the most powerful 
and the least independent of the Soviet re- 
. publics. All 15 republics have their own gov- 

 ernrnents, complete with ministries, parlia- 
. ments and the rest of the apparatus of state. 
All, that is, except Russia. Until recently, 


Is Russia lacked separate centres of power. 


_.. This is now changing. Russia recently set up 
- its own interior ministry, its own academy of 
sciences and is trying to set up a Russian 
Communist party. Most important, local 
elections in March provided it with a genu- 
ine parliament of its own. 

.. The emergence of Russia as a separate 
entity poses a problem for Mr Gorbachev. 
cannot pracne to be a nationalist lead- 





er, because he is committed to holding the 
Soviet Union together. Mr Yeltsin has few 
such scruples. Unlike Mr Gorbachev, he 
commands fervent support in the industrial 
cities of Moscow, Leningrad and Sverd- 
lovsk. He is not pretending to rule Lithuania 
or any other republic and so makes a more 


credible Russian leader. Above all, his vic- - 
tory after three rounds of close voting in a 


parliament that was itself elected by popular 
vote gives him a nandi which Mr Gor- 
bachev—who has carefully avoided subject- 


ing himself to any real democratic test— - 


does not have. — 
Their personal rivaity suggests that rela- 
tions between the two men will be tense. Mr 


Gorbachev excoriated Mr Yeltsin in the 


Russian parliament and twice before the fi- 
nal vote summoned Communist deputies to 
tell them to vote for someone else. The tac- 
tics backfired: many of the deputies must 
have disobeyed the president. Mr Yeltsin's 
election is a fearless rebuff to Mr Gorba- 
chev, who cashiered him from the Politburo 
in 1988 and offered him a job as minister for 
construction with the words, 
make sure you never work in politics again.” 


The area of immediate conflict is likely - 
to be the pace of reform. Mr Yeltsin hasfre- -e 





"I want to 


























































quently criticised Mr Gorbachev ik mi 
too slowly; he attacks the economic ref 
announced last week as insufficient 
cal, and declares that the Soviet go 
should resign. He says he will pro 
own economic reform to the Russia 
ment. The parliament of the Ukta 
second largest republic) has already pas 
law rejecting the proposed price rises 
territory. Still, compromises on imm 
policy could presumably be found; a 
Mr Yeltsin and Mr Gorbachev both 
proceed in the same direction, if at di 1 
speeds. s 
The deeper conflict will be over aul 
ity. In his speech to the Russian parl 
outlining his manifesto for the republi 
Yeltsin staked out huge claims. By rais 
the possibility that Russia might sign a pea 
treaty with Japan, he implied he could ri 
an independent foreign policy. Such a trea 
would presuppose a deal on the Kurile 
lands, which Japan claims as its own. These 
islands are part of the Russian Republic, so 
Mr Yeltsin seems to be contemplating th 
exercise of the most basic function of | go 
ernment: control of territory. - P 

By saying that Russia's relations. wi 
other Soviet republics should be based o 
individual treaties, he seemed to ignore. 
Soviet constitution altogether. To ram the 
point home, he met a delegation from Lit 
uania on the day after his election and 
mediately dispatched a delegation: of 
own to Lithuania. And by arguing: that * | 
economic sovereignty of Russia will be pc 
ble only if all land . ». enterprises and a 
goods they produce are the republic’: s 
erty’, he laid claim to an economic po 
that would in effect sweep away Soviet c 
trol over three-quarters of the countr 
dustrial ourput and replace it with. 
tions responsible to his own gove 
For good measure, he argued that 
should have its own central bank,: 
dent monetary policy and full con 
hard-currency earnings (80% of Sox 
currency exports come from: Russia). 

When the parliaments of the 
states suggested similar things, | ) 
Gorbachev ruled them unconstitt 
and played tough. But in Mr Yeltsin: 
the elected president of half the 
population. With 91% of the 
Union's oil output, Russia canno 
blockaded like Lithuania. It is mor 
that Mr Yeltsin would impose an ene 
bargo on the Kremlin. 

Mr Yeltsin's programme rests - 
presumption that Russia will l deleat 















nstitution n would be supreme for the rest. 
other words, Soviet law would apply in 
ssia only when it did not conflict with the 
ussian constitution. Mr Gorbachev claims 
ngs are the other way around: Russian 
s have legality only if they do not conflict 
h the Soviet constitution. In the absence 
a constitutional arbiter with the sort of 
hority of the United States’ Supreme 
urt, the argument may well be settled in a 
il of strength between Mr Gorbachev and 
' Yeltsin. 

. Mr Gorbachev's position is not quite as 
ik as it might seem. The Russian parlia- 
nt is split down the middle. About 4096 
the deputies belong to Democratic Rus- 
| loose grouping of pro-democratic par- 
eaded by Mr Yeltsin. Roughly the same 
ber of deputies represent the old-fash- 
d. Communist party. Some 1596 are 
iting voters, many from the dozens of 
aller nationalities who live in Russia. Mr 
tsin's narrow margin of victory—by just 
r votes out of 1,060—means that he will 
ave to trim and compromise. 

He has already begun to do so. His vic- 
tory speech was gracious to his Communist- 
party rivals. He backed down on a proposal 
that would have ended the arrangements to 
prevent the smaller non-Russian nations 
from being swamped by votes of the Russian 
majority. And he allowed representatives 
from all the various factions in the parlia- 
ment (there are 26 of them) to negotiate on 
forming the permanently-sitting assembly, 
the Russian Supreme Soviet. 

- Russia therefore seems to be heading for 
its first coalition government since 1918 
(when Lenin’s Bolsheviks went into brief 
partnership with the Peasant party). This 
should allow President Gorbachev to exer- 
ise some restraint over what is for him the 
Orst possible nightmare—that Russia 
might leave the Soviet Union. _ 





































































2 echoslovakia 
ne velvet vote 


OUR SPECIAL CORRESPONDENT iN PRAGUE | 


] E campaign has little passion, and al- 
vost no hoopla. That does not mean 
of content. In voting on June 8th and 
Czechoslovaks will get a chance to do 
things: complete the drubbing of the 
mmunists which began with the “velvet 
ution” on the streets. last November, 
endorse the government of. ex-dissi- 
s led by Civic Forum that has run the 
try since then. If polls are right, the 
munists stand to get 10-13% of the 
e, Civic Forum 30-40%. 

: To make it seem like a race, the Forum 
publicly bemoaned its chances, agonised 
wut whether or not to announce eco- 
mic reforms before the electioa, and aired 









































Trundling to democracy - 


internal squabbles. None of this has dis- 
pelled a sense of the inevitable. In sketching 
future policies, officials do not even bother 
with the democratic nicety, “if we win". 

The Christian right, the Forum's 
nearest rival among the non-Communist 
parties, is almost certain to join it, as now, in 
a coalition government. The two would be 
partners even if, against the odds, the Fo- 
rum came second. This helps to soften the 
impression that the Forum is installing its 
own one-party system. Before long the Fo- 
rum will have to accept that it cannot speak 
for everyone. It now stretches from radical 
left to radical right. In defining itself, there 
will be defection, as workaday politics re- 
places anti-communist charisma. 

The Forum’s leading force is Mr Vaclav 
Havel. Because he is also Czechoslovakia’s 
president, he is not in theory campaigning. 
But he is all over the country, receiving an 
honorary degree here, getting raprurous ap- 
plause on attending a concert there. In 


speeches, he urges people to vote "mor- - 


ally"—that is, against the Communists— 
and above all to vote. 

The election is for the two xou of the 
federal parliament. Czechoslovakia's two 
“nations”, the Czech lands of Bohemia and 
Moravia (10m people) and Slovakia (5m), 
will split the seats in the upper house with 
half each, and in the lower house two-thirds 
to one-third. Voters will also pick Czech 
and Slovak national assemblies. 

In Slovakia the Christian Democrats 
may well come first. Their main sister party 








People’s $ peris | ; part 
has to overcome ae taint of its long 
period of tame co-operation with 
the Communists, though its leaders 
of those years have gone. 

Rumours spread earlier this 
spring that the interior ministry, 
under Mr Richard Sacher, a Peo- 
ples party leader, was being less 
than vigorous in sacking former se- 
cret policemen. Several thousand 
"contact" files were said to have dis- 
appeared. If true, that was conve- 
nient for people who had once 
helped the police and now wanted a 
clean slate. President Havel, who 
has spoken out against vengeance, 
was reluctant to act. Pressed by 
Civic Forum, he agreed to appoint a 
. deputy minister of the interior with 
permission, it is said, for a clear-out. 

The Communists look anc 
.sound like hurricane victims, brav 
but dazed. Unlike other commu- 
nists in Eastern Europe, they can- 
not even claim to have helped bring 
in democracy. Their party 
liberalised itself last November only 
when it was already too late. Most 
Czechs now treat it with ridicule. 
When the Communists chose a pair 
of cherries as their campaign symbol, the Fo- 
rum put up posters of Stalin with two cher- 
ries dangling from an ear. 

Those inside the Forum urging post- 
ponement of economic reforms have lost, 
though their defeat has been announced 
more than once before and they may yet re- 
group. Encouraged by the Polish example, 
where union-activists-turned-ministers are 
talking strikers back to work, the Czechoslo- 
vak government has decided to push ahead 
at once with its own price reform. Privatisa- 
tion is to begin in the autumn. 

Subsidies amounting to 25 billio 
crowns ($1.5 billion at the official rate) a 
year are to be cut from many staple foods, 
fuel and public transport. The aim is to 
make prices for these goods better reflect 
supply and demand. In contrast to Poland, 
there is no need, says the government, to cut 
overall demand. To soften the change, each 
person will get a payment of 140 crowns a 
month, for a time at least. The MF, which is 
expected soon to approve Czechoslovakia's 
application to join, would have liked a 
tighter budgetary policy. 

The hard work after the election is not 
just economic. Within 40 days of the vote 
the parliament must pick a new president. 
Everyone expects it to be Mr Havel. He will 
serve for two years, the time in which parlia- 
ment must write and promulgate a new con- 
stitution. To begin with, Mr Havel said his 
job was temporary. Those who know him 
say his taste for office is growing. 
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Germany 
: Federal | jigsaw - 


i FROM OUR BONN CORRESPONDENT 


T VEN AS East Germany vanishes, the 
A2 five Länder (federal states) which used 
“to make it up are about to be reborn. That 
. delights the many East Germans who loathe 
.the communist decision of 1952 to dissolve 


the old states and replace them with dismal - 
"administrative areas". But it is also forcing . 
West Germans to take a new look at their: 


federal structure, which will be still more 
| cumbersome once the nation is united. 

— How so? On the face of it the federal sys- 
tem in West. Germany has worked well. It 
has given the Lander heaps of responsibility 





in local affairs—including culture, educa- 
tion and the police—and a say in shaping 


national policy through the Bundesrat, the 
~~ ond chamber of the federal parliament i in 
— nn. k has also encouraged (more or less) 
friendly inter-state competition, tapping a 





` tradition. of German regional rivalry that . 


long predates the relatively brief centralised 
control of the Nazis. 

.— But there are problems. A united Ger- 
many looks set to have 16 Lander: ten in the 
old western part, five in the east, and maybe 
. Berlin, though Berlin's future is not yet 
clear. (To complicate matters, some East 
German minority groups, such as the Sorbs 
vin the south-east, are bidding for a Land of 
their own.) That is far too many ‘states, 
groan critics. Decision-taking is already tor- 


tuous; it could become almost unmanage- - 


. able with five more Lander with votes in the 
Bundesrat and five more members on the 
-.centtal council of the Bundesbank. 


Moreover, most of the re-emerging East 


German Lander. are pigmies (there are 
-roughly as many people in North Rhine- 
-Westphalia as there are in the whole of East 
`c rmany). They are also poor. True, they 
Z wul not all stay poor if the East produces the 





, "economic miracle" that.optimists predict. 


"Still, does the division of East Germany i into 
| five states really make sense? 


~ That question has stirred an old debate. F 


among: West Germans about their own fed- 
eral arrangement. According to.the Basic 
law, the "provisional" West German con- 
“stitution of 1949, federal territory was to be 

reorganised ‘ 


- fulfil the functions incumbent upon them." 
. In fact there has been precious little 


| reorganisation. Three smaller states were 
merged to create Baden- Württemberg in 


.1951 and—a rather different case—the peo- 


ple of the Saarland voted to join the federa- 


tion with effect from 1957. There are big dif- 


ferences between the Lander in size and. 


population and, more important, in wealth. 








ONON IST JUNE 2 1990. 


© Schleswig-Holstein and Lower 
should be merged; so should Rhineland: Pa- dem 
latinate, Hesse and the Saarland; North — 


‘to create Lander which by - 
their size and capacity are able effectively to. E 


them. That will be 





F inanzausgleich w was is concocted; through it, 
financially strong states transfer money to 
help weaker ones. 

Not surprisingly, no state is wholly 


happy about the Finanzausgleich. Baden- 
Württemberg, a boom state in the south, 


complains because it has emerged as much 
the biggest net payer. The city-state of Ham- 
burg pines for more compensation because 
of commuters who use the city's services but 
live beyond city.limits in other states and 
pay their taxes there. The complaints would 
be far louder if the five new Lander joined 
the Finanzausgleich system soon, turning 
virtually all the West German states into net 
payers to their poorer brethren in the East. 


In fact the states have reached an agreement. 


with the Bonn government postponing that 


- evil day for a few years. But what then? 


It is time for a radical reform, say lots of 


economists and a growing number of politi 


cians, such as Mr Horst Gobrecht, the fi- 


nance senator (minister) of Hamburg. Mr. 


Gobrecht, a Social Democrat, recently pro- 
posed that a united Germany should have 


only seven Lander. He was bold enough to 


say which he felt should survive. According 
to the Gobrecht plan, Hamburg, Bremen, 





Rhine-Westphalia; Baden-Württemberg and 


Bavaria would remain. untouched, and the _ 
planned five East German Länder would be o5 t them 
 ocrats under the chancellor, Mr Helmut 
"Kohl, hav 
‘Bundesrat, 


replaced by two (unspecified). 


It is no accident that this idea comes _ 
from the north. The northern states com- ’ 


pete fiercely with each other in shipping and 
shipbuilding, farming and tourism. When 


neighbouring Mecklenburg from East Ger- - 


many joins the federation, that will be one 
more rival in much the same. fields. So why 
not pool resources? 


Pride and politics | 
Easier said than done. Bremen and Lower - 
Saxony sniff at the Gobrecht plan: the for- 


mer maybe because it does not want to lose 


the fat cheque it receives through the 


Finanzausgleich as an independent, debt- 


 ridden state; the latter partly because it is 
_ eyeing co-operation with another ‘future 
neighbour in the East, Saxony-Anhalt. ges 
` Schleswig-Holstein is all for co-operation ~~ 

but thinks that a deal might be struck with . 


Hamburg and Mecklenburg. Other per- 


. » mutations mooted include a possible merger | 
|." between Hesse and | 






"huringia: . 
Even if the pol 

ment on what look like sensible mergers, 
they still. have to: get popular backing for 
tough. Local pride runs 


high even in a state like Rhineland-Palati- 





nate, formed only in 1946 from parts of Ba- ~ 
. varia, Hesse-and»Prussia which had never 
before. belonged together. Much the same: 
ne wealth gap a system of |. | 
 horrendous Teutonic con plexity called the i 


practice: t 


the end of this year with, Mr Kohl hope 
.. German unity coming soon afterwards. 


-early German unity more likely. Unde 


new states could announce they were joinit 
the Federal Republic without waiting 


. the country 
turn makes federal reform more urge 


ds Erealy done about it. 


2 Poland 


iticians can. Aach agree- 


. dics oe MATO C RESPONDENT 


Sidi perhap s Saxony-Anhalt should not af phe 






























































wiser, 


ty part, 
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st lost their majority in’ 
making governing harder. Th 
could regain it if the Christian De i 
East Germany, easily the strongest par 
there, do well in the Land elections due y 











The recreation of the Lander t 


West German constitution, any or all of d 


nment in East Berlin to take th 
y into union. That is a anoth 
reason for the East German government 
to play the slowcoach and risk seeing b 
y drifting off west. Early uni 
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. The finest edition you can find of Moby 


Dick is the great Easton Press leather- 
bound edition, Now} you can have this 
luxurious book (a wonderful value at its 
regular price of $36.50) for the price of 
a paperback — only 54.95 —with no 
obligation to buy any other book. You 
ean keep Moby Dick for $4.95 forever! | 








~ Why is The Easton Press making this. 
dare we say it, whale of a deal? Because we 
think vou'll be delighted and astonished 
when vou see the quality of your first Eas- 
ton Press leather-bound edition. When you 
feel the quality of the leather. and hold the 
heft of the book. When vou look at the 
beauty of the binding. and see the gleam of 
the 22kt gold inlaid on the spine! 

Frankly, we are hoping you will be so 
taken with this first volume that vou will 
want to own additional leather-bound edi- 
tions from The 100 Greatest Books Ever 
Written. But you are under no obligation to 
do so, 


Replace those paperbacks 
and forgotten best sellers 
with leather-bound classics! 





























Theres a time in your life when you 
will want to replace your paper- 
| backs and forgotten best 

sellers with a library of 





beautiful and important books. Thats what 
a great library is all about... books so mag- 
nificent that they are vour pride and joy... 
a statement about you: 





Each book bound in 
genuine leather 
with accents of . 
22kt gold. 





Real Value! 


The books in this collection are-a genuine 
value, not cheap reprints. Not poor-quality 
editions in imitation leather. Easton Press 
editions are the real thing. Real leather edi- 
tions of the finest quality. Heirloom books 
elegantly bound and printed on acid-free 


paper so that they will last for generations. < 
Yet the cost is not expensive. For little - 


more than the price of ordinary-looking 
hardcover books you can own these 


extraordinary editions — books that are 


admired and collected in 131 countries 
around the world. Books that you will be 
proud to display in your home — forever! 


Classics by Bronté. Dickens. 
Dostovevsky. Shakespeare. Twain, 


Who remembers most of vesterday's best 


Sellers? You can be sure the world will never 
forget the works of Shakespeare. Milton. 


Dostoyevsky. Dickens, Tolstov. Twain. These 
are the greatest authors of all time — rep- 


resented here by their greatest works! (We - 
include a list of all the titles with vour $4,95- 


book; you then get to choose which books 


— yeu want to receive!) 


Each volume is custom -bound for vou. 


You dont see luxurious leat her-bound books 
inmost homes, which is all the more reason 


-you'll be proud to see them in yours! Nor do 


vou see these Easton Press leather editions 
for sale in bookstores. They are made avail- 
able directly to you — with no bookstore 


mark-up and no distribution excesses. This. - 
is w hat lets us keep the price low and the * 


And a library of. 
leather-bound books is the best of all. 






one of these leather-bound books - 
for only $4.95...the price of a paperback! 





page pns Satin ribbon page t l 
. Moiré fabric endsheets. Superb: 
tions. Hubbed spines accented A 
cious 22kt gold. ; 


bii this Pool for a fracti ion nof W hat iti 
- make. We do so in confidence that 
be truly impressed. | 


simply call us, toll free, at the.nt 
shown, or mail the reservation app T 
below. - | 


“ALL TOLL FREE: 


Superior craftsmanship and ma 
E Into each Easton dou Von p 


. 41 Richards Avenue 


Yes.. send my leather-bound édition: et 


subscription agreement at any time. 


Address 























‘To take us upon this unusual opportunit: 


1-800-367 4 


! “Reservation Aone On c 
The Easton Press 

































Norwalk, Conn. 06857 





Dick for me to keep forever at just $4 
reserve my subscription to The 100 
Books Ever Written, If Hike this book 
further editions at the rate of one per 
$36.50* each — with this price held fi 
next two full vears! | 
understand vou will send me a lis 
titles in the collection. 1 can tell. you 
any, [do not want, and | am free to tell: 
to send.me no further books at all if th 
decision. | may returr. any book within 
for a refund, and either party may can 





Heres how | want to pay for my $4.8 
Dick and future volumes (unless I tel 
ca neet): : 

i VfÍSA 3 MasterCard : 


i American. Express t D 


Credit Card Na. 
CII prefer to pay by check. ($4.95 enclos 


Name 
City ... 


Ail orders subject to acceptane 
or shipping and banding: any ap 









yay PS Sos the p vinds blo 
g again in Mr Walesa's favour? Things à 
t quite what they seem. | | 

"In the elections, only 4296. of. Poles 





























FROM OUR BnUSSELS CORRESPONDENT 


«1 ERE in Bonn we know 

we have two friends, 
Jacques Delors and George 
‘Bush. They are the ones who 
understood what we wanted." 
This statement from a senior 
official in the West German 
government indicates not only the warm 
feelings in Bonn for the European Com- 
mission (of which Mr Delors is presi- 


"Germany's alliance with France. _ 

. Relations between Mr Helmut Kohl, 
West Germany's chancellor, and Mr 
-François Mitterrand chilled late last year 
I when the LUCHA bt preside e 


















1. spring, when, just a fes days. before he 


| first democratic East German election in- 
| March,. Mr Mitterrand. entertained Mr. 
. Kohl's socialist rival, Mr Oskar Lafon- - 
Se Only after that elec- 
tion ended haee for Mr Kohl's 
|Ì Christian Democratic allies did the pair 
| decide to renew their marriage vows with. 
| ajoint appeal for “political union" in the 





- taine, at the Elysée. On 


European Community. 


| : Truth”, a French television programme, 
[ he told his compatriots that they had 
|} . nothing to feat from German unity and 


lL. should welcome it. This earned genuine 


^ gratitude in Bonn. Mr Delors has since 
— gone out of his way to smooth the road 
for German unity by making it clear that 
he Community would absorb East Ger- 
many as quickly as possible. | 
...Mr Delors gets on well with Mr Kohl. 


The two like to meet in secret: for exam- 

















Delors on Europe. In February the pair 
had co-ordinated their speeches when 
both called for an EC inter-governmental 
conference on constitutional reform. Mr 











or the French and Germans fell out as 
oon as Sid started trying to define. it: 
Ar D) he 






ose to vote. With candidares EIE p by : 





dent), but.also the frostiness of West 


nt appeared a am 


| Mr Delors read the Oman. question | 
| rather more cannily than Mr Mitterrand. 
In January, speaking on "The Hour of 


called "democratic deficit", 
put less stress on boosting the powers of - 


ple, near Salzburg last Easter during Mr 
Kohl’s annual health cure and diet. Ap- 
arently Mr Kohl enjoys consulting Mr’ 


Kohl i is now backing Mr Delors against - 
aris in the debate on political union— 







Ü moret chan 80 political p parties and dozens of 
' associations (local fire brigades, teachers' 


unions), most voters could not be bothered 


= to choose between one vague programme 


and another. If they did choose, they picked 


Delors to rival him as an inter- 
. national statesman: after last 
December's Strasbourg sum- 
mit the two held a "joint" 
press conference at which Mr 
Mitterrand did not let Mr 
. Delors say a word. The French 
president did not welcome Mr Jeu 


view that East Germany should be al- 
lowed a speedy entry into the Commu- 


nity. Mr Delors's performance on "The 
Hour of Truth" was interpreted as the 


beginning of a campaign for the French 


presidency, which did not endear him to 
jealous Socialists in the French govern- 
ment. Recent arguments between Brus- 


- -sels and Paris over the repayment of state 
— aid to Renault have not increased Mr 
 Delors's popularity in France. 


In the debate on political union, the 


French government is hostile to the idea 


of more powers for the commission. It 
talks. of a larger role for the European 
Council (the summits of Ec leaders) in di- 
recting foreign policy. While the presi- 
dency of the council currently rotates 


among member-states every six months, 


the French envisage longer presidencies, 
under one member-state or under an in- 
dividual politician. Either way, the com- 


mission's authority would suffer. 


As for tackling the Community’ S SO- 
the French 


the European Parliament and more on 


. involving national parliaments in EC leg- 
-islation. One French idea is to graft a Eu- 
'ropean "senate", 
. parliamentarians, to the Strasbourg as- 


consisting of national 


sembly. Mr Kohl's views, in contrast, 
tally with those of Mr Delors: more clout 
for the. commission, and far stronger 
powers for the European Parliament. 

: The British should not get too jubi- 
lant about the fracturing of the Franco- 
German axis on political union. Neither 


France nor West Germany has got any- 


where near to working out its final blue- 
print. In the end the differences may not 
be huge; for instance, France accepts 
that the European Parliament should 
have some new powers. And for all the 


MN Den of axes between Bonn, Paris and 
um - Brussels, there is no mention in Europe's. - 
ac diplomatic patlours—or indeed in Wash- 


ington—of à London-anywhere axis. 
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A tale c of three cities 
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the bn name EL d The 52, 000 
local leaders who will -have the critical task 
of carrying the democratic revolution to the 
provinces were, alas, elected in apathy. 

The railway strike was also a sign of the 
times. Wildcat sit-down strikes began on 
May 20th and gradually began causing seri- 
ous delays in freight and. passenger traffic. 
The strikers, who did not belong to any 
trade union, were immediately supported by 
an ex-communist trade-union leader, Mr AL 
fred Miodowicz, and an anti-Walesa Solidar- 
ity radical, Mr Marian lucris, i in unholy 
alliance. 

This combination of non-union 1 work- 
ers and would-be populists was exactly what 
the government fears the móst. Its worries 
deepened when 42 of the workers went on a 
hunger strike. Some Poles thought thar, if 
sympathy strikes spread around the coun- 
try, the government itself would be endan- 
gered. But with over 60% of Poles appa - 
ently against the strikers’ call for a big 110' 
pay rise, and with the prime minister, Mr 
Tadeusz Mazowiecki, refusing even to nego- 
tiate, the strikers began looking for a grace- 
ful way out. Having turned Mr Walesa away 
once, they called him back and agreed to a 
temporary suspension. .. 

What links the apathy at the polls and 
the uppitiness of railwaymen is the slow 
speed.of change and the lack of political in- 
stitutions other than Mr Walesa himself. Mr 
Mazowiecki's bold but painful macroeco- 
nomic reforms have caused a 4096 drop in 
living standards, but railway workers were as 
angry about the government's failure to re- 
form the bloated railway bureaucracy as 
they were about their low pay. Promises 
about such micro-reforms are made con- 











































Time to form a new part: 
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FROM oun ROME CORRESPONDENT 
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| merous opponents of la caccia win a na- 
`. tional referendum against’ shooting on 


|| June 3rd and 4th, this freedom will come 


||. to an end. Bloodsports : are not.the only 
targets of the environmentalist promoters 


| of next week's referendums. Voters will 
also have a chance to accept or reject cur- 


| rent legislation regulating the use of agri- 


~ Some 1.5m Italians hold doods licences 
` and are firm believers in every man's right 
| to roam the country and fire away at will. 
' The cacciatori are well represented i in the 
biggest political parties. Mr Giacomo 


mannara quin meat 


association with 800,000 members, is a 
Christian Democratic member of parlia- 


ment. His. Counterpart at Arcicaccia, a ` 


sportsmen's association of the left, is a 
Communist senator. ` 

Coldiretti, a powerful farmér’s s associa- 
tion with strong ties to > the governing 


stantly, but nothing is done, 
-' Mr Walesa declares himself in favour of 
quickening Change and thus enjoys the sup- 
port of workers, but he has so far failed to 
.. turn his sentiments into a distinct political 
movement. Some of his supporters have 
formed a loose alliance around him, calling 
emselves the Democratic Centre, but 
‘refuse to become a political party or to split 
‘from the mainstream of Solidarity. His rela- 
tionship with the victorious Solidarity Citi- 
 zens'" Committees, local bodies that use the 
Walesa brarid name and also do not con- 
sider themselves a political party, is blurry. 
The committees’ links to parliament and to 
_ the prime minister are even vaguer. With no 
- programme and no real leader, the commit- 
tees look feeble. — 
"Mr Walesa, the parliamentary leaders 
and Mr Mazowiecki continue to hang to- 
gether while squabbling in private and in- 
 creasingly in public.’ Those with personal 
axes to grind throw the terms “left-wing” 
and "right-wing" around like insults, but no 
one knows quite what they mean. Only the 
. division of the old Solidarity alliances and 
the creation of new political parties will pre- 
vent the further spread of apathy and 
.. disorganised discontent. — 









. T EW. ] “Europeans go shooting with as 
A much gusto as the Italians, and none ` 
M with s so much freedom. But if the now nu- 


t cultural peg The environmentalists 


. Rosini, the president of Federcaccia, an — 


-. peans if they < are to stay competitive. 
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Christian Democratic party, is s flatly u op a : 


posed to the restrictions on pesticides, as 
ds Italy’s agriculture minister, Mr Calo- 
gero Mannino. They say ay Italian farmers 
need to zap as many insects as other Euro- 






This is the environmentalists’ third try 


in 13 years to win a referendum against 


bloodsports. They were much encouraged - 
when, last year, they won the official sup- 


port of all the parties of the left (Commu- ` 
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Bulgaria 


Where old d parties c isi 





Of all the upheavals in ` 


HE stifling air of the old regime has 
cleared. Its leader, Mr Todor Zhivkov, is 
in hospital awaiting tríal for corruption and 
abuse of power. Parties are legal. The econ- 
omy is shifting to the market. People are vir- 
tually free to say what they want and it is 


plain that they want change. But power re- 


mains with the Communists, or Socialists, 
as they now call themselves. If polls are to be 


believed, these same Socialists stand to win. 
Bulgarias two-round general election. on: 


June 10th and 17th. 


The changes, some say, are cosmetic. So 


thinks Mr Zhelyu Zhelev, a quiet-spoken so- 
cial theorist who leads the Union of Demo- 
cratic Forces (UDF), the opposition umbrella 


group. Soviet communism as an ideology 


has a bleak future in Bulgaria, he believes; 


but, as a party, the Socialists have given up . 


no more than they had to in order to stay in 
charge. Their call for: market reform is a 


will). But that was when collecting sign: 
tures against la caccia seemed a good: wa 
of winning green votes. Now the Comm: 
. nist party secretary, Mr Achille Occhett 


in favour of abolition, is facing an of 
revolt by 30 pro-caccia Comm 


grammes have studiously playec 
 referendums. / 
-ing to a recent po 
. about them. This week the prime mit 
ter, Mr Giulio Andreotti, somewhat « 
ingenuously told a farmers meeting t 





To fill the legislative eid e left ae the ab- 


= Andreotti knows there may not be muck 


understand. Our special correspondent re repor 


— fake, he is a. 


promotion in February, he was mir 


| “The trouble with making love in pt 


sham, as managing the economy isa root of j 
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nists, Socialists, Radicals and Greens) a 
of one party of the right (the tiny Liber: 
party, which is opposed to the Italia 
shooters’ right to enter private property: 





who has personally recommended vot: 
deputies. 
Italy's state-run television new 


ll Ga nothi ng at 






uzzlec d": 


rogation of current laws regulating bot 
shooting and the use of pesticides. Mr 


agreement between the members of his 
I DUST coalition : on either. E 














| their p owe Mr Zhelev q quotes. Preside 

vel of Czechoslovakia: "Don't confu: 
petence with a talent for staying in pov 
If Mr Zhelev is right and Bulg: 
prime minister, Mr Andrei Lukanov, 


schooled, he speaks. hue. languages S 


‘foreign trade and a candidate memb 
Politburo. For a technocrat, he is | 
.almost earthy. His low-slung bell 
grace a baseball manager. Of econon 
icy-making in a multi-party system, 





“not the embarrassment, it's that evet 
gives you advice." 

Mr Lukanov- says hat = othe 
: formers he ie in the party, wait 
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EUROPE 


to be “a normal democratic socialist party, 
and an integral part of the European left”. 

The prime minister exaggerates in call- 
ing the Zhivkov regime a “one-man show”. 
The Communist party had 900,000 mem- 
bers, a fifth of all adults, most of whom have 
stuck with its renamed twin. He exaggerates 
even more in saying there are "few people 
nationally or locally left from the old 
nomenklatura". In the countryside, most 
former officials are said to be at their desks. 

Mr Lukanov is on surer ground when he 
says the government has the confidence of 
the public at large for the changes it has 
made. For, whether it originally meant to or 
not, the Communist party itself overturned 
the old system. On November 10th Mr 
Petar Mladenov, who had served Mr 
Zhivkov as foreign minister since 1972, and 
five of nine Politburo colleagues had him re- 
moved as party boss and president. The 
coup probably had been given the nod by 
Mr Mikhail Gorbachev, whom Mr 
Mladenov had seen in Moscow just days 
before. 

Once rolling, change was hard to stop. 
Pressure from inside and out led the party to 
ever more concessions. In January the parlia- 
ment abolished the Communist party's 
"leading role", declared Bulgaria a demo- 
cratic—instead of socialist—republic, and 
legalised parties. A round-table meeting of 
government and opposition later set rules 
and dates for a general election. 

Much of the structure of one-party 
power has gone. Censorship was stopped 
and the "sixth security department” (dissi- 
dence surveillance) closed down. Many, 
though not all, political prisoners are out. 
Marxism-Leninism is no longer a must in 
universities. Party people continue to sit on 
management boards, but partv cells are gone 
from factories. In April the state council, a 
collective head of state, named Mr 
Mladenov acting president and abolished it- 
self. In drafting a new constitution, the par- 
liament must define the president’s powers 
and how he is to be elected. 

In dropping “democratic centralism" 
and allowing factions, the party exposed its 
splits. The Marxist Alternative (hardliners) 
is at one end and several groups of social 
democrats at the other. Between them are 
Gorbachevites like Mr Mladenov and Mr 
Lukanov. Some people say the party will 
break up after the elections. So far division 
may have been a help: unlike the Commu- 
nist party in Czechoslovakia, Bulgaria’s 
never threw out all its liberals. Another con- 
trast with other East European countries is 


in Bulgaria’s links with Russia, which go well 


beyond the Cyrillic alphabet. Russian sol- 
diers are remembered as liberators from the 
Turks in 1878. 

All this only half explains why, after 
such misrule, the Socialists are sure they will 
win. Though grateful to reform communists 
for helping to bring democracy, East Ger- 
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All the fun of the campaign 


mans and Hungarians voted anti-commu- 
nist. Bulgarians might yet do the same if the 
UDF can prove itself a more convincing alter- 
native. But it is an awkward coalition, little 
known outside Sofia. 

The UDF includes two "historic" parties 
crushed in the late 1940s: the Social Demo- 
crats, led by the 73-year-old Mr Petar 
Dertliev, who spent years in jail, and the 
Nikola Petkov wing of the Agrarians, named 
after the left-wing peasant leader hanged on 
false charges in 1947. 


The new opposition 


More dynamic are the dissidents who prod- 
ded reform Communists to act by reaching 
the outside world with their protests. The 
first of two main groups are the human- 
rights campaigners: the Club for Glasnost 
and Democracy, Podkrepa (Support), a free 
trade union, and the Independent Society 
for Human Rights. They embarrassed the 
Zhivkov regime in standing by Bulgaria's 
Im-strong Turkish minority last summer 
when the authorities brutality made many 
Turks leave the country. 

The other group, led by Ecoglasnost, ex- 
posed Bulgaria's ecological catastrophes. In 
October the Conference on Security and 
Co-operation in Europe held an environ- 
mental conference in Sofia. Police beat up 
Ecoglasnost demonstrators in front of dele- 
gates. National pride also took a beating. 
However, the opposition does not have a 
monopoly of moral capital. Some former 
dissidents are backing the Socialists. 

To make matters worse, the UDF has 
made tactical errors. A group, led by Mr 
Zhelev, has just returned from a poorly 
timed tour of Europe and America to win 
recognition abroad; the opposition needs it 
in Bulgaria. The group did its reputation for 
faithful quotation and for realism no good 


by suggesting that western leaders had told 
it they would not aid a communist govern- 
ment and might cancel the debts of a non- 
communist one. 

If the Socialists win, they want a coali- 
tion. The main Agrarian party refused them 
this in February, to avoid refreshing memo- 
ries of earlier co-operation with the Com- 
munists in the Fatherland Front. The Social 
Democrats and some smaller left-wing par- 
ties might join the Socialists. Most of the 
UDF says it would stay in opposition. 

The priorities of the winners, whoever 
they may be, will be the rescheduling of Bul- 
garia's debts and the reshaping of its econ- 
omy. Voters are not getting clear or detailed 
policy choices. Both the government and 
the UDF say they want a market economy 
with a wide social safety net. 

Bulgaria is talking with western banks 
about rescheduling repayment of an e: 
mated $2.6 billion in principle and interest 
that it owes them this year. Àn IMF team is in 
and out of Sofia trying to make sense of the 
books before a probably favourable answer 
later this year on Bulgaria's bid to join. 

The new government will also have to 
decide on a different matter, the future of 
the embalmed corpse—it looks real—of 
Georgi Dimitrov, Bulgaria's postwar Com- 
munist leader. Soon after his death in 1949, 
it went on display in a hastily-built mauso- 
leum in Sofia. Dimitrov is no longer the 
hero he was. A historical task force is look- 
ing into his excesses and his adopted son 
conveniently says he wants the body buried. 
A commission may soon recommend that 
this be done and that the mausoleum be- 
come a museum of revolutionary heroes. 
"Removing the mummy”, says a Bulgarian 
writer, Mr Dimitar Koroudjiev, "will be one 
more symbol of the end of an age.” 
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I 5 a of its pci 
_ future. An outline plan. * 


A genda for bio: sets of talks 


1 ie id The IRA, hse E 
murderers mistook the men. 
|; for off-duty British soldiers, 


* said it deeply tegrets the error. E 


Moneyspinners 


Owen said he couldn't rule 
out a reunion with Labour. 


Two members of a prisoners' 
pop group, due to perform: . 
Jailhouse Rock for a tele- 


. thon, used the opportunity to 


make their getaway. 


. In pursuit of a bimbo-free | 


image, the organisers of Miss 


UK asked contestants to swa: 


their swimsuits for sarongs. 


Floreat Albania 


L 5 000 old boys, some with 


| | wives, gathered to celebrate — 


eating e sha 
| seen outside the w Warm waters 


Ud ‘of the mid- and south Atlan- 


|. tic, visited the Plymouth coast 


D |. for the bank holiday. 


? Britain’ 5 "carbon di 


oxide emissions, she said, 


- | should not get much worse in 


a the next 15 years. Don’ t hold. | 


d | your breath. 


e [he Loch Nei monster at- 


tracts at least 500,000 visitors 
^a year to the Highlands, net- 
| ting at least £25m for the re- 
gion and employing more péo- 
ple than the slimmed-down 


| Ravenscraig, a study oftour- — | 
t ism revealed. Who needs Brit- 


. ish Steel when you havea 
Nessiteras Rhombopteryx! ` 
L/Pasethent thieves lifted 25 
' tons of stone from Islington 


| sidewalks in a fortnight. Not 


< any old stone: 100-year-old | 
|. weathered York stone with a 
street value of £100 a square. 
metre. Yuppies have report- 

. edly been buying it to pave 
their patios, then angrily ring- 


ing the council to ask why the 


t diti: Gunite the agriculture - à 
minister, spoke up for the beef 
of old England. The French 


yan on British beef because- 


| of madcow disease i is, he said, | 
"unwarranted, unjustified and |' 


contrary to European Com- l 


munity law”. 


af | As halini of bank: choliday L3 
| tippers frolicked TM 


| pean Commission t lis 
| to prosecute Britain « over. d 1 hree | 
"| of its filthiest beaches. The © 


Department of the Environ- 


| ment told Eurocrats that it 


will “mount a vigorous de- 
fence" —presumably fighting 
them on the beaches. 


| The éreépholie effect brought. 
strange portents. Grass and 


forests burst into flames; Mon- 
day’s Guardian. appeared 
without a date on its mast- °” 
head; and two 18-foot man- 


Sporting designer spectacles 


|. and a multi-coloured silk tie, 
« the new Pago ae Friends of 


| dng too ice, toe a 
> ; spendinds too a time cam- 


à Wandsworth : ve 


On the way out 


The spp was humiliated in the 
Bootle by-election, polling 


fewer votes than the Monster 


Raving Loony party. But its 
leader, Dr David Owen, 
made some new friends. The 


Liberal Democrats asked him 


to return to the fold and the - 
Loony party offered a pact. Dr 


the 550th anniversary of Etoi 
College. The queen asked for. 
an extra day's holiday in.per- - 
petuity for current Etonians, 
the Archbishop of York. 
preached, and the Queen 
Mother launched a boat. 


Eric Heffer mounted a swinge- 
ing attack on Labour revi- 
sionism: "those over the 
years, including Labour’s old 
right-wing, who are now no 
longer with us but who fought 
democratic socialist goals, . 

_ must be swinging around in — 
~ their graves at what has and is. 
happening in the Labour 
party today”. Is that clear? 


ter £2,000 of goods disap- 
peared from a duty-free shop. 
Charitable observers said the 
footballers had misunderstood 
the meaning of “duty-free 


goods", We shall never know: 


. police were unable to to find 
"1: an Albanian interpreter anc 
sent the miscreants packing 
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The eastern question 


The reniiba o£ Eastern Europe offers Tories photo-opportunities galore 


but confronts 


ORY strategists are preparing to attack 

the resurgent Labour party from an un- 
expected direction: the east. Scarcely a week 
goes by without a clutch of ministers flying 
off to praise the Poles or cheer the Czechs. 
Sensing the chance of a rare publicity coup, 
~ Mrs Thatcher's advisers are urging her to 
follow her ministers’ example and round off 
the year with a Grand Freedom Tour of the 
old eastern block. 

The spectacle of Thatcher-mania in 
Gdansk, they hope, will shame middle-class 
Thatcher-haters in the shires into asking 
themselves whether they can really contem- 
plate a Kinnock government without flinch- 
ing. The television news coverage would be 
heady stuff. And the subtitles, all but visible, 
would be straight from Central Office: how 
can you even dream of re-admitting social- 
ism over here when everyone over there is 
rejecting it so passionately? 

Crucial to the success of Mrs Thatcher's 
Ostpolitik will be the progress of a Foreign 
Office initiative with a banal title and a 
short history. When General Jaruzelski vis- 
ited England in June 1989, Mrs Thatcher 
told him that Britain was willing to set up a 
"know-how fund’’—as it was later chris- 

ened—to provide Poland with training and 
advice on political pluralism and a market 
economy. 

As the eastern block has fallen apart, so 
the Know-How Fund has expanded. The 
initial offer to Poland of £25m-worth of ad- 
vice and expertise (see box on next page) 
over five years was increased to £50m in No- 
vember 1989; and £25m was set aside for 
Hungary with effect from April 1990. 
Money will be made available to other East- 
ern European countries as they show they 
are serious about reform. 

Mr William Waldegrave, a junior minis- 
ter at the Foreign Office, is watching over 
the scheme. He points out that the fund is a 
wholly new kind of initiative—a Foreign Of- 
fice foray paid for by the Overseas Develop- 
ment Agency (ODA), and an aid programme 
long on both ideology and potential strate- 
gic implications for future policymakers. 

The fund is intended to encourage the 
former communist regimes to adopt politi- 





e Foreign Office with one of its trickiest tests in years 


cal pluralism and market economics by help- 
ing them build up skills like management 
training, financial services, banking, ac- 
countancy and commercial law, where Brit- 
ain is thought to have something special to 
offer. The Poles are also keen to learn in 
other areas where Britain has had extensive 
experience—which means the running-in of 
democratic instiututions on the one hand 
and the running-down of obsolescent la- 
bour-intensive industries on the other. They 
are avidly leafing through histories of the 
1984-85 miners' strike and are studying de- 
tails of the British social-security system. 


Thatcherite man's burden 


At first the fund attracted little but praise. 
Thatcherites liked it because it didn't in- 
volve dishing out huge sums of aid to crum- 
bling governments; diplomats loved it be- 
cause it gave them an excuse to sing the 
praises of British institutions to receptive 
foreigners. Recently, however, the brickbats 
have been flying. 

The most stinging complaint is simple: 
for expertise read fripperies. The Poles need 
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Here's looking at you, General 





7m Y 









































drains; the Know-How Fund gives ther ; 
seminars. A disapproving member of the 
House of Commons foreign-affairs comm E 
tee complains of junketing (though Easterr 
Europe might be thought an oddly uncom me 
fortable destination for a junket, even for 
junket-happy MPs). Such criticisms find a an 
echo in Poland, where some claim hat 
money is being wasted extolling the mys 
ies of the House of Lords or the sibelérisd of 
a free press: they point out that they have a 
long (albeit submerged) parliamentary trac z 
tion and, thanks to Solidarity, no dearth 
first-rate journalists. 

For all its supposed cost-ffectiveness 
critics still complain that the fund is mi- 
serly—the £50m earmarked for Poland is i n - 
deed minuscule when set beside that cot 
trys overseas debt of £26 billion. he 
British are failing, they say, to provide the 
cash which the East needs if it is to escape 
catastrophe: where other westerners are eas 
ger to exploit emerging business opportuni- 
ties (ie, pay up), the British are nowhere t 0 

found. 

Mr William Waldegrave fizzes with ai 
ger at this line of criticism. He admits m es 
takes were made in the first few months, 
when the Foreign Office had to improvise 
furiously in the face of a hectic chain of 
events. But ad-hockery, he insists, is se 
giving way to strategy. The government hi 
drawn up a clear set of priorities and is much 
tougher on lobbyists with pet projects. i 
deed, the new approach has been a direc 
cause of some of the recent bitterness about 
the know-how fund: competitive tende 
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'OME projects approved by the 
fund for Poland: 

Four seminars on corporate fi- 
vance, and financial and manage- 
nent accounting, Cost: £56,000. 

» A two-week study tour of Britain 
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| 
or directors of Polish management- | 
ducation schools: £31,000. 
i 

| 

| 

| 

| 

| 
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! Provision of books ind videos on 
management for key Polish educa- 
ional institutions: £125,000. 

! Appointment of a macroeconomic 
dviser to the Ministry of Finance: 
60,000. | 

Office equipment for the Ministry 
f Finance: £20,000. 

» Three-month placements for 13 
lish pae with British firms: 














- ourses for newly elected local-gov- 
nme ae is councillors and officials on 


m cal bs adviters tend to leave one 
y happy but several more disappointed.) 
Mr Waldegrave is fond of rebutting the 
irgument that all the fund is doing is en- 
raging talk; isn't that, he says, exactly the 
modity Eastern Europe has so badly 
ed over the past 40 years? And those 
complain that British businessmen are 
doing too little to invest in the new mar- 


! economy 


ome is where 


tics on the economy are 
i k more than nunay aca- 





esed are going Lider o on every dc 
T: nd GDP. growth has been shaved 





g ind di: A behi, of stocks and in- 
ht by cash-strapped firms—which 
hoped would together reduce imports 
hence the current-account deficit— 


















not happened. Indeed, investment in- 


ket—or that the British government is giv- 
ing too little direct aid to Eastern Europe— 
miss thé point of the fund, which is to trig- 


ger flows of finance, not to provide them. 


Teaching old diplomats new tricks 
Adjusting to this new Ostpolitik has en- 
tailed a mini-revolution in the Foreign Of- 
fice itself. The ministry's expertise and con- 
tacts, and the need to reconcile assistance 
with delicate diplomatic and strategic aims, 
made it the natural institutional base for the 
fund. Yet old East European hands had 
been trained to monitor enemies, not to 
dish out aid to new friends, 

In a matter of weeks diplomats who had 
never managed sums of money bigger than 
their monthly entertainment allowances 
had to learn how to handle millions of 
pounds; and back-room boffins who thrived 
on secret memoranda had to get used to an- 
swering to politicians and giving interviews 
to the press. 

The change also exposed the Foreign 


 Office's shortage of top-quality people in 


London. The Foreign Office has done better 
than other ministries in recruiting high-fli- 
ers in recent years, but it has been reluctant 
to bring its best people back from abroad 
ahead of normal posting schedules. By the 
end of last year it still had just three full-time 
Know-How Fund officials struggling to deal 
with a rapidly expanding scheme. As for the 
embassy in Warsaw—traditionally an iso- 
lated outpost in enemy territory, like all the 
embassies behind the old iron curtain—it 
too was unprepared for its new role. 
. In London at least, things are now im- 
proving. The Foreign Office is gradually 
coming to terms with the huge increase in its 
East European workload— not least a leap in 


while the 9% spurt in the volume of non-oil 
imports since December hardly suggests 
massive destocking. As for output, GDP rose 
by 0.496 in the first quarter (against 0.696 in 
the previous three months) and manufactur- 
ing production was up by 0. 976—both bet- 
ter than expected. 

How to reconcile the ‘nieces with the 
statistical? Mr Roger Bootle, an economist 
with Midland Montagu, thinks this slow- 
down is much more unevenly spread be- 
tween different sectors of the economy than 
in 1974-75 or 1979-81. Thanks to the fall in 
sterling and the strength of other EC econo- 
mies, exports are still buoyant, particularly 
in manufacturing. This is in sharp contrast 
to 1979-81; it also leaves home-based busi- 
nesses wondering where all the action is. - 

The Confederation of British Industry's 
industrial-trends survey for May confirmed 
that domestic demand is weakening: while 
3896 of manufacturing firms said their total 


order books were below normal, only 1796 
said they were above. But when asked. about 
_ their export. orders, $ as many. said they were 


diplomatic posts in the third odd in order 
to release additional resources: already this 
yeat it has switched 20 diplomats to East Eu- 






ropean posts and another 15 moves are in - 


the pipeline. 

The Joint Assistance Unit, the body re- 
sponsible within the Office for administer- 
ing the fund, is the second-fastest-growing 
department in the whole of Whitehall (the 
fastest-growing deals with the poll tax). With 
14 fulltime officials, it has pepped up the 
normally self-contained world of King 
Charles Street by bringing in experts from 
other parts of the civil service and even from 
the private sector. Miss Kate Mortimer, an 


ex-banker and an old friend of Mr. 


Waldegrave from their time together in 
Lord Rothschild's think tank, is responsible 
for the fund's contribution to the re 
construction of Poland's financial system. 
The fund may lack apparent oomph: 
oomphing, after all, is not the sort of thins 


| that gentlemen do. But it commands wide 


spread support. Miss Mortimer points out 
that it has become less ideologically driven 
as it has developed, and one of the most en- 
thusiastic supporters of the scheme is Mr 
George Robertson, a Labour spokesman on 
foreign affairs. 

Many of the businessmen that have 
brushed with the fund have been impressed. 
They agree with its view that Eastern Europe 
needs know-how even more than cash, and 
they have generally endorsed the fund’s de- 
cision to make aid conditional upon coun- 
tries holding free elections and introducing 
free markets. Why not extend a good idea, 
several have asked, and apply the same con- 
ditions to debt-ridden and dirigiste coun- 
tries in the third world? 





above normal as below—a clear improve- 
ment since last year. 

The regional impact of uneven demani 
grows clearer by the month. The havo 
wrought by high interest rates on anything 
to do with property and consumer durables 
means that winds are, for once, chillier in 
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The Admiral's Cup — simply one of the most distinctive and elegant sports watches in the world. 


Admiral's Cup with enamelled nautical pennants marking the hours. Registered model, water resistant. 
18 ct gold/or steel and gold, for ladies and men 


Corum watches are on view at the finest jewellers worldwide. For the address of the one nearest you or for a brochure, write to: Corum, 2301 La Chaux-de-Fonds, Switzerland. 
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Chances are, a Boeing jetliner 
is touching down at New York 
right now. 

The same could be said about 
Tokyo. Chicago. London. Frankfurt. 
Los Angeles. Atlanta. 


MA ies — © 


And if a Boeing plane isn't 
landing right this second at any 
of those cities, wait a minute. 
Because more than likely, it'll 
happen by then. 

An exaggeration? Hardly. 


Boeing jetliners touch down 
every four and a half seconds of 
every day. 

In the last 24 hours alone, 
Boeing airplanes landed about 
20,000 times. And they carried 





Before you blink your eyes again, a Boeing 
airplane will land somewhere in the world. 
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two and a half million people 
to almost every imaginable 
destination. 

Boeing. We don't just deliver 
a lot of airplanes. We deliver a lot 
of people. 
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There are some places 


ANZ Banking Group 
b . 9 d | e has one of the world’s largest 
y, à. MS Ve J 7 nésmaracsbhas e 
vour business cant deal with mteratonl banking 
- networks. So there are verv few 
r places we can't be 
" | [ " k found. And with ANZ Grindlays 
an ANZ Bank. 
Bank, we're in over 
48 countries, covering Australasia. 
South Asia and Asia Pacific, 


the Americas, Africa, the Middle 


East and Europe. 
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We have around 2.300 


offices worldwide. So vou'll even 





find us in markets 
other international banks ignore. 
Which means when 
vou do business with ANZ 
vou can be sure of 
dealing with the same bank 
at both ends of the 


transaction. Having the same 





pn ia | | financial people on 
either side doesnt just make 


for faster communication. 
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You also get more 
control and benefit from local 
bank contacts as well. 
When dealing internationally, 
it pays to do business 
through ANZ Bank and ANZ 
Grindlays. After all, 
the right network can make 
a world of difference 


to your business. 


AN = Worldwide 











the south than the north: unemployment 
has started to rise in the south-east, but con- 
tinues to fall in the north. Some firms are 
slashing stocks, investment and labour; oth- 
ers are still working flat out. Perhaps this 
helps explain why inflation is proving 


harder to beat this time: wage rises continue 
to mount in the buoyant sectors—especially 
among big exporting firms enjoying strong 
overseas demand and a more competitive 
rate for sterling—and are setting a pace that 
too many others are still trying to follow. 





Defence industries 


Counting the ploughshares 





Frigates: good at changing tack for a sea-change 


OFAR the debate on Britain's forthcom- 

ing defence cuts has centred mainly on 
military worries. How deep should they be 
and which service should be hit hardest? 
The army is the most likely candidate for the 
big chop, as the Soviet tanks retreat from 
Eastern Europe; the navy and the RAF, being 
better suited to unforeseen contingencies, 
seem more secure. 

But equally important are the questions 
«out what effect a big reduction in defence 
spending will have on the economy and on 
individual industries and companies. A 
study by two academic economists has pro- 
duced some preliminary answers*. 

It assumes that Britain's defence spend- 
ing is cut by 5096 in real terms by 2000. This 
would amount to after-inflation reductions 
of 8-996 a year, compared with the 1-296 an- 
nual cuts that the defence budget has had 
since 1985. The other main assumption is 
that the reductions would fall proportion- 
ately across the services and among person- 
nel, hardware, construction, operations and 
maintenance, and research and develop- 
ment. 

Cuts of this sort, the study estimates, 
would reduce service manpower by some 


* Paul Dunne and Ron Smith: "The Peace Dividend and 
the U.K. Economy". Supplement to the Cambridge 
Econometrics spring report 1990, 
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160,000 and displace 230,000 industrial 
workers. Besides these jobs, another 
100,000 are involved in producing defence 
equipment to sell overseas—Britain’s de- 
fence exports are currently worth about 
£2.4 billion a year—and some weaponry 
might sell less well if it did not have the ca- 
chet of being used by British forces (and the 
benefit of having its development costs paid 
for by British taxpayers). 

On the other side of the ledger, Britain 
would save some of the roughly £672m a 
year it spends on importing military material 
and much of the £1.6 billion it spends keep- 
ing forces in other NATO countries. How- 
ever, it would then have to spend money on 
building new barracks in Britain and other 
resettlement expenses. 

The industrial impact would fall un- 
evenly on regions and on industries. For ex- 
ample, some 60% of defence spending is 
spent in the south-east and south-west, only 
396 in East Anglia and Northern Ireland put 
together. The aerospace, electronics and 
shipbuilding industries would be hit imme- 
diately, and many areas that are heavily 
geared to individual factories and ship- 
yards—such as Barrow-in-Furness, a town 
almost wholly dependent on its Royal Navy 
dockyards—would suffer permanently. 

However, if this simulation of the down- 
stream effects proves reasonably correct, the 
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reduction of defence spending could im- 
prove the economy as a whole by the end of 
the century. On the assumption that the 
government pumped the entire “peace divi- 
dend” back into other bits of the economy, 
real GDP would be some 1.8% higher than 
otherwise by 2000; the balance of payments 
would worsen, but unemployment would 
fall by more than 500,000 (arms-manufac- 
turing is less labour-intensive than most 
other businesses). 

On the other hand, if the government 
failed to "compensate" for the defence cuts 
by putting the money back into other sec- 
tors of the economy, real GDP in 2000 would 
be 3.6% less than it would have been, and 
unemployment would increase by nearly 
500,000. (The study assumes that if the gov- 
ernment took this course it would effectively 
set aside the entire peace dividend, eg, by 
using it to reduce the future public borrow- 
ing requirement—hardly a likely prospect, 
given the scope for tax cuts that would be 
available.) 

Either way, the aerospace, shipbuilding 
and  mechanicalengineering industries 
stand to lose heavily in jobs and output. The 
metals and chemicals industries also face 
cuts in output of more than 196 over the 
next decade. Elsewhere, the overall impact is 
much more dependent on government pol- 
icy. To the extent that the peace dividend 
turns into a significant cut in public spend- 
ing, the most vulnerable industries would be — 
construction (more exposed than either 
aerospace or shipbuilding), hotels and cater- 
ing, banking and—worst of all—distribu- 
tion. 


| 





Litter 
A very British 
mess 


LY into London from any continental 
city and the second thing you will notice 
(after the jammed state of the tube from the 
airport) is the filthy state of the streets. 
Nobody has yet found a scientific way of 
measuring these things, but few casual ob- 
servers would dispute that London's streets 
are paved with fast-food wrappers to a depth 
unthinkable in Berne, Bonn, or Bruges—or 
even in Paris, Madrid or Rome. The Ger- 
mans and Swiss have always kept their pub- 
lic places fussily clean; now traditionally 
dirtier Latin countries are starting to do so 
too, so Britain's dirt is more conspicuous. 
Why are the streets so dirty? Almost cer- 
tainly not because the British are particu- 
larly careless litter-droppers. True, in places 
like Switzerland the fact that littering has 
approximately the moral status of grave-des- 
ecration helps keep things tidy. But only dis- 
enchanted expatriates imagine that ordi- 
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nary Frenchmen or ltalians have more 
fastidious attitudes to their streets than the 
British. Nor, outside Singapore, do fines 
make much of a difference. By far the biggest 
factor in street cleanliness is how litter is 
picked up, and how often. 

Central Paris is cleaner than central 
London for two simple reasons: Paris has 
more street cleaners, and they use better 
equipment. Because of the complicated net- 
work of sometimes-overlapping jurisdictions 
in both places, it is difficult to make exact 
comparisons. But according to SITA, a firm 
that cleans streets in both capitals, the dif- 
ference in resources deployed is vast: £17 
per head on all cleansing and refuse collec- 
tion in London; £58 in Paris. 

True, money is not always well spent— 
London's Lambeth council spends about 
five times as much per resident as 
neighbouring Wandsworth, but its streets 
are more untidy. But other things being 

more money pays for more frequent 
cleaning. Despite their citizens' natural tidi- 
ness, the Swiss authorities employ more 
street cleaners per kilometre than almost 
anywhere else in Europe— presumably to 
catch any litter dropped by foreign visitors 
before it reaches the ground. 

Money can also pay for an impressive 
range of litter-collecting vehicles. Paris 
boasts, among other things, 90 pavement- 
washers, 75 road brush-washers, five leaf- 
suction machines and 80 caninettes—mo- 
torcycles designed to suck up dog mess and 
then spray disinfectant. Westminster coun- 
cil, whose cleansing department is regarded 








Next collection: tomorrow week 


as one of Britain's best, has only recently got 
round to supplementing manual sweeping 
with small hand-operated pavement vac- 
uum-cleaners—and a limited range of wash- 
ing vehicles. 

The problem with British streets, say the 
cleaners, is that they cannot be easily 
washed because the drains are not big 
enough. Cracked pavements do not help ei- 
ther: Westminster has found that too much 


Drill sergeant needed 


S BRITAIN gets set for a second year 
of drought, some of its trees are be- 
ginning to look as sick as its browning 
lawns. The failure this spring of even some 
deep-rooting oaks to produce leaves is an 
early indicator of a trend which could dev- 
astate crops, forests and wetlands: a sig- 
nificant fall in the water table. The fall 
seems particularly pronounced in East 
Anglia, the driest region, where it is being 
exacerbated by the policies of a water 
company—and the failure of the new reg- 
ulator to dictate where environmental 
protection must come before profit. 
There are two ways for water compa- 
nies to enhance their supplies: one is by 
building more reservoirs, the other by 
boring holes in the ground. Drilling 
boreholes is easier, quicker and cheaper. 
No significant amount of land is needed, 
the capital cost is less than half that of res- 
ervoirs, and water from under the ground 
is much cheaper to treat. But, as a re 
sponse to repeated drought, it has prob- 
lems: water drawn from underground can 
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take many years to replenish; water that 
fills reservoirs comes from rivers that 
would otherwise have emptied into the 
sea. Less water under the ground means a 
lower water table, which can be particu- 
larly damaging to mature trees, whose 
root systems are less adaptable than youn- 
ger ones. 

East Anglia has recently been even 
drier than normal. In the past year it has 
had under 20 inches of rainfall, rather 
than its usual 24; since March there has 
been 4896 less than normal. Building res- 
ervoirs is more expensive in flat regions, 
so Anglian Water, the biggest local water 
company, has relied heavily on boreholes: 
they provide 5296 of its water, against an 
average of 3096 in England and Wales. 

Now Anglian Water has had to re- 
spond to the worsening drought by bor- 
ing 30 new holes since September, which 
suggests the company's past assessment of 
its reservoir needs may have left little 
room for emergencies. But it seems disin- 
clined to review the position. When it was 








washing causes floods in cellars. Britain is let 
down by its ancient infrastructure. 

Britain's newly-green environment de- 
partment is keen to make the country tidier. 
It rightly believes that the biggest change of 
attitude is needed not among the general 
public but in town halls. There is no statu- 
tory standard to which streets must be 
cleaned, and councils tend to regard cleans- 
ing as an optional extra, to be cut as local- 
government spending is squeezed. So the 
government is laying down minimum stan- 
dards for councils, schools, railways and 
other bodies that ought to be keeping public 
places cleaner. (They are getting photo- 
graphs of spick-and-span streets and yards 


“to help define what's expected.) If standards 


fall short, ordinary people will be able to 
take councils to court. 

The government hopes that councils 
taken to court will be shamed into improv- 
ing. However, the most spectacular city 
cleanups on the continent have be 
spurred not by courts but by local ever... 
that have put cities on the world stage, how- 
ever briefly. Paris scrubbed its buildings and 
streets to a splendid sheen before last year's 
bicentenary, and liked the results enough to 
keep it up afterwards. Italian cities have at- 
tacked their grime before this year's World 
Cup, and Spanish ones are preparing for the 
Barcelona Olympics, the Seville World Fair 
and other celebrations in 1992. If London 
really wants to move cleanly into the next 
century, it should prepare an Olympic bid 
for 2000. 





privatised last autumn the company said 
in its prospectus: "The directors believe 
that major expenditure on reservoirs will 
not be required during the period to 
2011". Yet it appreciates the problem: 
"low ground-water levels now exist in 
parts of the Anglian water region", 
warned the company early in May,"as a 
result of lack of rainfall over the last two 
years". And as a result of its own 
boreholes, it might have added. 

The public guardian of water resources 
is the National Rivers Authority (NRA), 
set up under the 1989 Water Act which 
privatised the water authorities. It has 
6,300 staff and one of its jobs is to issue 
licences to anyone, including water com- 
panies, wanting to construct a borehole or 
reservoir. The NRA is also charged, 
though, with a responsibility for conserva- 
tion—as the Nature Conservancy Coun- 
cil recently reminded it. It has so far failed 
to take any public stand on the matter. 
But if it is to prevent the newly privatised 
water companies from continuing to suck 
cheap water from under the ground 
rather than building costly reservoirs, the 
NRA will have to act fast. 
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_A distant battle 


| & \NCE, great politicians could afford 
to take a philosophical attitude to 
. their political mortality. In 1895 the Lib- 
. eral prime minister, Lord Rosebery, hired 
. & yacht for the general election and spent 
. the campaign quietly sailing around the 
|| north of Scotland, occasionally bobbing 
| into remote fishing villages for news 
(which was uniformly bad). 
Oh happier, innocent days! Nearly a 
= century later, meticulous planning for 
} Margaret Thatcher's fourth election is al- 
. ready under way. Under the chairman- 
__ ship of Mr Kenneth Baker, the party orga- 
. misation is revamping media facilities in 
. Central Office, filling diaries, discussing 
. photo-opportunities. The farm where Mrs 
_ Thatcher will don gumbocts and pose 
- with a well-balanced cow has no doubt al- 
. ready been chosen. And Treasury men 
and party men are arguing the toss about 
. economic “windows of opportunity” for a 
snap poll in June 1991, or that October, 
. or 1992. 
— But what, other than her record and 
her contempt for Mr Neil Kinnock, will 

Mrs Thatcher be fighting about? For all its 
.. faults and evasions, the Labour policy re- 
| view is clearly a proto-manifesto, and gives 
| voters some idea of what the party's 1991- 
.92 agenda will comprise. But little work 
has so far been done on the next Tory 
. manifesto. Ministers and Conservative of- 
.. ficials note that Mrs Thatcher has made 
| mno moves to reassemble the “A-team” of 
. Cabinet ministers which produced the pol- 
. icies for the 1987 election. 

That may yet come. Though the Num- 
ber Ten policy unit has been working 
d on some areas (the family, privatisa- 

tion, law and order), cabinet ministers 
~ hope Mrs Thatcher will ask a few of their 
= umber to work on manifesto ideas this 
. summer. Mr John Major, the chancellor, 
and Mr Chris Patten, the environment 
secretary, are among those expected to be 
summoned. By the conference in Octo- 
- ber, the first signs of the updated Tory 
. agenda should be visible. 
| Of the broader, "state of the nation" 

issues, Britain's relations with the rest of 
- Europe will be the most important. By the 
. time of the election— perhaps even by this 
|| October—sterling will be in the ex- 
- change-cate mechanism of the Ems; the 
. government will also, presumably, be in 
the thick of the haggling among EC mem- 
ber states over monetary and political 
| union. One of the vital tasks for the For- 
gn Office will be to ensure that other 
ountries do not finesse Britain's objec- 








































ons to a single monetary system by push- 







ing through a new Community treaty and 
setting up a monetary organisation of 
their own. 

All of which means that Europe will re- 
main firmly in the headlines in the run-up 
to any election, with the Conservatives 
hard pushed to maintain a show of unity 
between Tebbitesque right-wingers and 
Heathite Europeans. In Whitehall there is 
a growing conviction that Mrs Thatcher 
will respond by pushing strongly for a 
wider Europe, stressing the importance of 





bringing in EFTA countries like Austria 
and Switzerland, as well as some of the 
East Europeans. The campaign for a wider 
Europe is likely to feature strongly in any 
fourth-term manifesto. 


Other japes and wheezes 

At home, the prime minister's biggest 
headaches will come from trying to recon- 
cile further economic reforms with social 
and environmental priorities. For in- 
stance, British Rail and British. Coal are 
both obvious candidates for privatisation. 
But how to sell off the former while an- 
swering commuter demands for cheaper 
and better rail services—or the latter, 
while “dirty” British coal is coming under 
intense pressure from other energy 
sources! 

Greenery, indeed, will be another big 
theme. The task for Mrs Thatcher here is 
clear, though it may be impossible. She 
has to convince voters that she is ready to 


take radical action (say, on greenhouse 









gases) without really hurting them (by 
threatening what she calls “the great car 
economy”). 

Easier privatisations include the sale of 
Post Office operations—its counter ser- 
vices, retail outlets or parcels service. Sell- 
ing the Royal Mail, which Mrs Thatcher | 
says is different because Her Majesty | 
graces the stamps, may be harder. 

There will be a brisk internal debate in 
the cabinet about the future of health and 
education reforms. Some ministers are 
alarmed that the education secretary, Mr 
John MacGregor, is picking away at the | 
reforms initiated by his predecessor, Mr 
Kenneth Baker. They would like to see 
less fastidious moves, for instance towards 
the eventual abolition of the local educa- 
tion authorities, or another look at a 
voucher system of education. A vague 
pledge to boost direct-grant schools looks 
a good bet. 

It is almost certain that Mrs Thatcher 
will back an extension into England and 
Wales of the Scottish rents-into-mort- 
gages scheme, intended to enable council 
tenants to buy their houses for the same 
outgoing as their rent. Another housing- 
related measure will be a new planning 
bill, requiring the universal creation of 
district plans, making life harder for de- 
velopers in the congested south of Eng- 
land. Look, too, for more reforms of local 
government (perhaps single-tier authori- 
ties and directly elected mayors). 

One other pointer: there is a strong 
feeling among some ministers that the 
government has failed to make enough of 
its pension reforms. Pensions sound dull, 
but if Mr Average owns £5,000 of savings 
(which makes him feel all right), £50,000 
of house (which makes him feel good) and 
£30,000 of accumulated pensions (which 
he never really thinks about), then pen- 
sions have the potential to contribute sub- 
stantially to the “feel-good feeling"—and 
thus to the political battle ahead. 

That might lead the government to try 
to make pensions more visible—perhaps 
by requiring life assurance companies to 
send each pension-holder a notice of the 
transfer value of their pension every year. 
Employees might even be encouraged to 
opt for personal pensions rather than 
company ones, and offered more gener- 
ous incentives for leaving the state 
scheme. This could form part of a wider 
Treasury-sponsored theme, building on 
the last budget, for a "savers' charter". 

This list is already a long one. If Mrs 
Thatcher has the will to fight again, and 
the support inside her party, she will cer- 
tainly have the ammunition. The chances 
of her retiring, Rosebery-like, to watch the 
contest from a yacht seem slim. 























The OECD expects West Ger- 
. many and Japan to top the 
| world's GNP growth table | 


4. over the next few years. Ger- 


man economic union should 
accelerate both the country's 
growth and its inflation rate. 


lcsbouddulso kel conect thes. 


world’s current-account 
imbalances. 


The Nicaraguan govern- 
ment devalued its currency, 
the cordoba, by 6.7%. It was 
the eighth devaluation since 
President Violeta Chamorro 
took office on April 25th. 


Arrivals gate 


New chiefs were appointed to 

*| two of Italy’s state-con- 
| trolled banks. Sergio 

Siglienti became chairman of 
Banca Commerciale Italiana 
and Piero Barucci was ap- 
pointed head of Credito 
Italiana. 


Paul Lego is to succeed John 
Marous as chief executive of 
America's Westinghouse 
Electric, an industrial con- 

` glomerate. Mr Lego has 
worked for Westinghouse for 
34 years. 


Departure lounge 


Kitcat & Aitken, a 90-year- 
old London stockbroking 
firm, was closed down by its 
owner, Royal Bank of Canada. 
Royal blamed overcapacity in 
the market. This is not the 
first closure; nor the last. 


Gerald Greenwald resigned as 


second-in-command of 


| Chrysler to head a group 
seeking to buy United Air- 


lines. Mr Greenwald was 


tipped to relace Lee Iacocca as 
chairman of the American 


carmaker. 


William Jovanovich, chairman 


of a Florida-based publisher, 


Harcourt Brace Jovanovich, 


retired after 43 years with the 
firm. He will be succeeded by 
America’s former energy sec- 
retary, John Herrington. 


. Hungary’s deputy finance 
.| minister, Zsigmond Jarai, is 
| leaving the rigours of eco- 


nomic reform for an easier life 


with a London stockbroket 


James Capel. 


Hans Friderichs, chairman of | 


West Germany's loss-mak- 
ing retailer, Co op, quit in 


. protest at plans by share- 


holding banks to break up the 
group. 


Marriages and divorces - 
Paribas, a French investment - 


banking group, agreed to cut 
its stake in Compagnie de 
Navigation Mixte, a finance- 
to-food conglomerate to 30%, 
ae the end ofi its ileg 

: | 


General Motors has signed a. 
joint. venture with East Ger- 


many's Aromon Ee Eise- 


nach. GM's Opel Vectra car is- 
to be built in East Germany. 


EC commissioners and Japa- 
nese trade ministers agreed to 
set up a group to explore ways 
of reducing trade barriers 


between their countries. 


French luxury-goods group 


LVMH Moet Hennessy 
ouis Vuitton launched an 
Offer to increase its stake in 


Britain's Guinness from 1796 
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to around 24%, 


- Ssshhh, you kneau who 


Designer-water marketeers 
at Perrier completed the 


. sale of most of its soft drinks 
to Britain's Cadbury 


Schweppes for £125m 
($211m). Perrier insists the 
sale has nothing to do with its 


-flagship brand's February 


contamination scare—the 
businesses have been up for 


sale since last year. 


MAN, a West German indus- 
trial conglomerate, says that 
West Germany's cartel of- 
fice is to block its joint $270m 


~ takeover with Daimler-Benz of 


a Spanish lorry-maker, 
Empresa Nacional de 


i Motorola, an Ameri 

elecoms equipment manu 
turer, as the standard for Ja: 
pan’s cellular phone networ 
beating off domestic compe- 
tition. Motorola shares soar 
toa one-year high. 


Cash please 


Six of Japan's commercial 
banks reported drops in pr 

tax profit for the financial y 

ending March 31st. Margins 
between borrowing and len 

 ingrates have been hit T ti 
in official interest rates. 


A British — bank, 

County NatWest, added an 
extra £2m-3m to its £30m 

($50m) compensation offer 
victims of 1987's Blue Arrow 
share scandal. UBS Phillips & 
Drew, a stockbroker also im- 
- plicated i in the scandal, may: 

take County NatWest to cou: 
to decide who pays up most. 


Shareholders in Saatchi & 

' Saatchi, a troubled commu 
cations group, are expected t 
miss out on dividends this. 


Autocamiones. Such extra-ter- | _ 


ritorial boldness is unusual. 


Ring ring 
Southwestern Bell of Amer- 


ica won antitrust clearance 
from the New Zealand govern- 
ment to buy up to 10096 of 
the state-owned Telecom 
Corp. Other potential bidders 


' include telecom companies 
A from Japan, Australia and 
E Spain. 


Nippon Telegraph and Tele- 


. phone; Japan’s biggest com- 
| pany, chose voice technology ~ 


Merrill beach may need ; 

extra $100m-200m of reserve 

to cover exposure to co 
"bridging loans", junk-bo 


| and other high-risk market 


Investors fear a re-run of 


| investment bank's write-off 


last year of $470m for a cos 


cutting programme. 
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tives, KEW ee bd rei loan: s 
illion Deutsche Marks in the | 
a 25% increase E 
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.. 73 billion DM went to small and medium-s 
epe: competition; eie ing structur 
reating new v Jobs, 4 
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Hi ighlights of KEW’ s Balance Sheet LLL I 
(billion DM) i ) | 
Ba lance sheet total 119.0. 
Loans E 199.2 
Borrowed funds s 82.1 

Bonds i 20.9 

Capital and reserves | 4 

Net income (million DM) 400 









J Asa major source of funds KfW issues ; high-quality bonds 
and notes. KfW's long-term debt has been rated "Triple A by 
the leading international rating agenci 
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K£W’s 1989 Annual Report is available u pon request. 


? In the 1990s PER could Pe one sof the fastest-growing regions in the 
. world. But some European countries will benefit far more than others. We 


5 try to spot the winners and the (relative) losers 


. S EUROPE enters the 1990s, the mosd 


has changed from eurosclerosis tù 

| ECHOS as economic and political devel- - 
opments swing in its favour. In the 1980s. 
juropean economies grew by an average of 


arely 296 a.year, well behind America's 
2.896 and Japan's 4.296. Economists blamed 


.. Europe's arthritic labour markets, bloated 


public sector, high tax rates and govern- 


ment meddling. Today these horrors still - 
loom large, but three momentous events— 


the creation of the single European market, 


German reunification and the rebuilding of l 
Eastern Europe—should put Europe back 
__in the fast lane in the 1990s. With its new . 
turbocharged engine, Europe's growth | 


could average 396 or more this decade. 


Some European countries will do far - 


better than that. To identify which will re- 


ceive the biggest boost, we have devised a 
rough-and-ready method for measuring the 


effects of the economic and political changes - 
« sweeping across the continent. We start 


- with seven different indicators: 


e € Exports to West Germany as a share of 
total exports. West Germany will obviously 


benefit most from reunification, but who 


. ext? France, as West Germany's biggest - 
^r wade partner, stands to gain most in-abso-- 
. lute terms as a united Germany sucks in im- 


ports to meet the expected surge in demand 


— from East Germans. And yet, relative to the . 

size of their GDPs, Holland, Austria and. 

Switzerland are geared even more to trade.— 
Germany and so stand to gain ons | 


with. C 
: e more. Soihe 21% of Hols ar nd's. 

















: total. exports. if T big if) economic re 
work and Eastern Europe has more to spe 


~~ on imports, then those exporters which al- 


.. ready have a firm toehold may have an ad? 
| vantage. Austria (1 





"grow 
. star in the 1990s —thanks. mainly to its de- 


96), . Iealy. Uu) and : i -pendence on its, bigger corer) Ireland i 


Greece (7%) top this table. 


€ Net capital-goods exports as a percent- 
age of GDP. Big exporters of capital goods 
will benefit most from the investment boom 


expected as a result of 1992 and the rebuild- 
ing of Eastern Europe. West Germany is the 
biggest net capital-goods exporter in abso- 


~ lute terms but, as a percentage of GDP, Ire- 
land'scapitalexportsare bigger. — — 
e Hourly labour costs: With trade and. 


capital flowing more freely across borders, 
investment in labour-intensive industries 
should rush to places with the cheapest 
wages: Greece, Portugal and Spain. 


- € Are economies sufficiently well balanced 
to go full steam ahead? A large current-ac- 
count deficit and/or high inflation may 
signal supply constraints. West Germany, 
. Belgium, Holland, Switzerland and Ireland 
have current-account 
France's deficit is now only a modest 0.496 


surpluses. Even 
of GDP. And, amazingly, France, Holland, 
Belgium, Austria, Ireland and Denmark 
could all boast lower inflation than West 


. Germany by the end of this year. They are 
all better placed than Britain, with its huge . 


external deficit and high inflation. 
Each of these seven indicators was 


ranked from the most favourable (1) to the. 


least favourable (14), for the EC countries 


. plus three non-members, Austria, Sweden — 


and Switzerland. We then added up the 
marks for each of the seven indicators to 
produce an overall ranking. 


So, inthe spirit of Maynard Kon 


“it is better to be roughly right. than pre- 


< cisely wrong"—our 1990s Euroleague pre- 
-.. dicts that West Germany, Austria and Swit- 
zerland will be the: winners (see table 
- overleaf), followed by Holland and Ireland. 
Stuck at the bottom of the league are Spain 
; and Britain, which both score poorly on 
: ^ their pattern of trade and their economic 
B health. Britain and Spain will not be made 
worse off in the 1990s: their gains will simply 
“be smaller.. 










Iland, which had. the o OECD’ š ea 
h rate in the 1980s, looks set to be a 


fifth place is isa abe ot a surprise, but ith: 


net exports of capital goods as a sha 


goods importers, because West G 


- Switzerland because of their close links 
market share after 1992 as EC membe 


" cum the exercise giving double the 



























































most open economy of the 14, the 


and the fourth-lowest wages. £ 
Spain, Portugal and Greece all sco 
atively badly because they are net- 


counts for a small share of their to 
and because they have high inflatio 
These outweigh their cheap wages. 

The problem, perhaps, is that our 
index fails to give sufficient weight t 
benefits of 1992, which are surer tha 
other euroboosters. This penalises 
Southern Europeans, while it pro 
awards too much growth = Austri: 


West Germany and the eastern block 
fact, as non-EC countries, they c 


tries trade more with one another. : 
"fo give more weight to 1992, we 








O wage costs. This pustied Spain up from 
h to 12th place, and lifted Ireland into 
td place, while Switzerland, with the 
ighest wage costs, fell to fifth and Sweden 
14th. Otherwise, our results seemed fairly 
isensitive to different formulations of the 
idex. The top five always consisted, in dif- 
ring orders, of West Germany, Austria, 
Switzerland, Holland and Ireland. Britain 
was always one of the bottom three. 
=> Our calculations reflect many of the as- 
sumptions which lie behind europhoria, but 
these assumptions are not just eurofantasy. 
onsider: after growing by a feeble 2% a 


MSAN, a British-based racing-car 
team, has (with a little help from 
-© Honda's engines) won the formula-one 
| grand prix drivers’ championship in five 
of the past six years. That has made 
© McLaren a marketing man’s dream—a 
global brand looking for a product. Now 
. McLaren Cars is to challenge Ferrari off 
othe track by using its racing expertise to 
build a road-going supercar. 

J Can McLaren extend its success on the 
racing track to ordinary roads? Mr 
Creighton Brown, McLaren. Cars’: com- 
mercial director, sums up its design phi- 
losophy: “The Ferrari F40 has the suspen- 
sion and handling to give fantastic corner- 
ing, but it will shake your teeth out. The 
Porsche 959 is very sophisticated, but it 
lacks the excitement of a Ferrari. The car 
we build will offer the excitement of a 
Ferrari, the sophistication of a Porsche 
















A design team of 14 people aim to cre- 


‘oped by NASA will be used in its construc- 
tion. Diversifying into supercars will keep 


ate a car 2r is stable at its projected top 































year in 1980-87, real business fixed invest- 
ment surged by 1096 in each of the past two 
years as firms geared up for 1992. It is likely 
to grow by another 1096 this year. 

West Germany, as Europe's biggest capi- 
ta-goods exporter, has gained most from 
this investment boom. That partly explains 
its widening trade surplus with its European 
neighbours. But, after sitting on the brakes 
for most of the 1980s, West Germany has 
again become Europe's locomotive, with 
growth of at least 496 forecast this year. 
With its economy already operating close to 
full capacity, Germany must meet the surge 


McLaren's racing-car-building mechanics 
busy. Currently they work flat out only ev- 
ery two weeks. It could also offer some in- 
surance against moves to ban tobacco 
sponsorship in sport. McLaren’s main 
sponsor is Marlboro. 

The company aims to produce 50 cars 
a year but, if demand is high enough, may 
double that number. Even 100 cars would 
be only one-third of Aston Martin's an- 
nual output of hand-built cars. Ferrari is 




















in demand by rüünibg i dowir it its current-ac- 
count surplus—importing more and export- 
ing less—if it is not to ignite inflation. This 
offers the prospect of export-led growth in 
the rest of Europe, which accounts for virtu- 
ally all of West Germany's trade surplus. 
Looking further ahead, economic re- 
form in Eastern Europe is the least certain of 
the three virtues that might bless Europe in 
the 1990s. Even if successful, reforms could 
take years to produce a big increase in East- 
ern Europe's purchasing power. Moreover, 
EC trade with Eastern Europe is currently so 
tiny that even if the eastern block doubled 
its imports, this would add only 21596 to the 
Community's total exports. 

The benefits of 1992, in terms of faster 
European growth, are less flimsy. The re” 
moval of trade barriers will give firms access 
to a bigger market and allow them to exploit 
further economies of scale, while greater 
competition will boost efficiency. Until re- - 
cently, it looked as if the biggest gains woul 
go to low-wage countries such as Greece, 
Portugal or Spain. Since the collapse of the 
Berlin Wall, however, the star attraction of 
Europe’s revival should be East Germany, 
where wage costs are low, the labour force 
skilled and methodical, access to the 1992 
market guaranteed and an infrastructure 
boom inevitable. A dream-prospect, were it 
not for the pain of breaking out of the cara- 
pace of communism. 
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McLaren veers off the racetrack 


building a total of fewer than 1,000 F4os. 
Restricting production increases a car's 
scarcity value, making the whopping price 
an investment rather than an absurdity. 
Impatient customers jump the queue by 
paying a big premium to somebody who 
has just taken delivery. The F40, with a 
£193,000 ($326,000) list price, can fetch 
over £700,000 second-hand. With a pro- 
jected list price of over £500,000, and 350 


unofficial orders for a car which has not 
i 
i 
H 
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even reached the prototype stage, the 
McLaren looks set to become a specula- 
tor's dream even if no one ever drives one. 
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Take me to your leader 


Our second m man 
Like many species, 


« USINESS in America has lost its 


way, adrift in a sea of managerial 


 mediocrity, desperately needing leader- 


ship to face worldwide economic compe- 
tition”. So claims Mr Abraham Zaleznik, 
a professor at Harvard Business School, in 
his book ‘The Managerial Mystique”. Mr 
John Kotter, a fellow Harvard professor, 
agrees that most firms are “overmanaged 
and underled". An increasingly vocal 
group of management theorists asserts 
that what firms (especially American 
ones) need are leaders to steer them 





through the turbulent 1990s. But what is 


i^ a leader? Can they be bred as well as born? 





Born leaders. are easy to identify. Mr 


i Sam Walton, the founder of Wal-Mart 


Stores, America's third-biggest retail 
chain, Mr Lee lacocca of Chrysler, Mr Jan 


' Carlzon of Scandinavian Airlines System 


(sas), Mr Akio Morita, founder of Sony, 


` and Mr Richard Branson, founder of the 
Virgin Group—all have all had the badge 
of natural leadership pinned on them. But 


what of Sir Peter Holmes, the modest 
chap who has turned Royal Dutch/Shell 
into the world's most successful oil com- 
pany? Or Mr Yutaka Kume, who, as 
Nissan’s president, is credited with 
revitalising the Japanese carmaker? Nei- 
ther fits the flamboyant, charismatic lead- 
ership mould. Nonetheless, companies 


seem to thrive under their “leadership”. 


. One reason, says: Mr Kotter, is that 


companies like Shell and Nissan know 
-if that being overled and undermanaged is 
ft just as dangerous as being underled and 
-< overmanaged—as Apple found out under 
^ Mr Steve Jobs, its founder. Their ideal, 


| unsurprisingly, i is a combination of strong 


management and firm leadership. But 


many firms find it hard to strike that bal- 
* ance because they fail to grasp the differ- 


ence between management and leader- 


ship—and between the people. who are 
— good at each. | 


Mr Peter Drucker, a veteran at the 
guru game, says that the first task of a 


- leader is to define a company's mission. In - 


a world where product cycles are shrink- 
ing, new technologies have an ever- 


‘shorter shelf-life and customers demand 


faster delivery and higher quality, that in- 
creasingly means defining and inspiring 
change within a company. By setting a 
company’s direction, communicating this 
to its workforce, motivating employees 
and taking a long-range perspective, a 
leader adapts the firm to whatever volatile 
environment it does business in. 


ement focus looks at business leadership. 
eadership is easy t to spot, hard to describe 





This role i is neatly contrasted with that 
of a manager's by Mr Warren Bennis, a 
professor at the University of Southern 
California. A leader, he says, challenges 
the status quo; a manager accepts it. À 
manager's primary role is to prevent the 
complexity of a modern company degen- 


erating into chaos. Managers take 


details—like financial planning, quality, 
levels, 


stock and market 


staffing 








research—and bring order, consistency 
and control to them, To managers, sys 


tems and structure are all. 
‘Because the abilities needed to lead 


and manage are so different, an aptitude 
for both roles is rarely found in one larger- 


than-life individual. Mr Jack Welch, chair- 


man of General Electric (GE), and Mr Sam ; 
Walton appear to excel as both leaders. 


and managers. But because their kind are 
so hard to find, companies cannot rely on 
locating a born leader-manager. 

Instead, firms may find it easier to 
build "leadership teams", combining the 


- talents of their best leaders with those of 


their top managers. This does not mean 
simply lumping them all together on the 
company board and crossing corporate 
Jini must be a conscious effort 


E This week's ECONOMICS FOCUS api 


` in the Finance section, and looks at. i š rock.’ | 
| market volatility . l E 





seven years. From its formation Com 


- and co-founder) that mixed entrepren 


makes the quality of leadership. even mor 







































































to get leaders and managers to influ 
each other. In many firms, senior ma 
ers implement and administer, but rar 
question a leader’s mission. If they do 
believe in it, the firm pulls in two dir 
tions at once. Leaders and managers h 
to be convinced that they have much t 
learn from each other—if, that is, they 
alise into which category each falls. I 
ally, managers come to understand 
problems. of leadership and | leaders 
mechanics of management. À succe 
leadership team will outlive the visio 
leader who put it together. 

Take Compaq, an American comp 
company that has seen its annual 
grow from nothing to $2.9 billion i inj 


nurtured à leadership team (guided b 
vision of Mr Rod Canion, its presi 


ial flair with solid management talent 
attention to detail. | 


The Rui ain't sti it wed to d 


Leadership in conventional, hierarch 
cally structured firms can often be left 
those at the top. But what of the sort o 
company many think will prosper in th 
1990s — those run by a small workforce in 
a flat, unhierarchical structure? By being 
less complex, such firms need fewer man 
agers and so have shorter, clearer lines of 
communication between their top leade 
ship and their employees. That, howevei 


important to a firm's success. 
This is particularly true of iak 

or global firms. The more fragmented. 
company— whether geographically orb 
activity—the more leaders it will ne 
The faster-changing : a firm's markets 
more it will need ' 'changing" rather th 
"running". Success in the decentra 
business of the 1990s may depend on fr 
ing leaders to inspire and motivate m: 
ers and employees at every level ofa fi 
network, and in each of the countri 
which a firm operates (like SAS which, 
Mr Carlzon; "has 2,000 leaders"). 
Mr Kotter of Harvard believes t 
such a "leadership network" can p 
valuable role in selecting and nurt 
future generations of a firm's top le 
ship. It can also help breed leader-m: 
ers. How! Spotting people with leader 
potential is the easy bit; developing 
potential much harder. Varying res 
sibility helps: the best leader-manag 
says Mr Kotter, tend to have had a b 
mix of different jobs and responsibi 
early in their careers. Decentralisat 
and networking also make the task eas; 
because they increase the number o: 
in a company that provide scope for | 
ership-—and - How tomorrow s 
Welchs to emerge. E 



































g the cost of doing business in America. 

















be met by businesses and consumers. 
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B JOLITICIANS routinely demand that 
American companies sharpen their 
petitive edge. President Bush even has a 
ncil on competitiveness, chaired by his 
e-president, Mr Dan Quayle. Yet in re- 
t weeks Congress, often with the active 
port of the administration, has been 
rning out social and environmental leg- 
tion that could make American compa- 
less, not more, competitive by increas- 


The latest examples to whizz through 
House of Representatives before its Me- 
‘ial Day recess were a bill requiring busi- 
s to make more jobs more accessible to 
disabled; a bill mandating companies to- 
employees unpaid leave for childbirth 
care for sick relatives; and a revision of 
971 clean-air act. These apparently un- 
ted bills have three features in common. 
ey all have worthy goals to which few can 
jecently object. In today's era of budget def- 
ts, they all aim to achieve these goals with- 
ut spending any government cash. And all 
three bills ignore the costs that will have to. 


Yet those costs are substantial. Grey- 
hound, a bus company, reckons it will have 
to spend $78m a year to satisfy the require- 
ments of the bill for the disabled. The 
United States Chamber of Commerce reck- 
ons the family-leave act could cost busi- 
nesses around Washington, DC, over $5,000 
per employee. American firms may have to 
spend more than $20 billion a year to meet 
the tough new rules for clean air. If Con- 
gress were to enact its oft-proposed legisla-. 
on making company provision of health 
efits compulsory, that, too, could cost 
erican business nearly $20 billion a year. 
Regulation seems to follow a cycle. After 
of red tape, deregulation became all 
e in the late 1970s and early 1980s. 
Bill Niskanen, chairman of the free-mar- 
to Institute, says regulation could 
used upto a quarter of the slowdown 
3ductivity growth that started in 1973. 
rray Weider, once charman A 


ican Business at at Washington Uni- 
in Sc Louis, ‘reckons. that in 1979 
ance costs were running at about 




















































ticians setting up new social programmes 
were encouraging them to boss businesses 
into doing it themselves. And voters' con- 
cern for the environment grew. As a result 
the 1990s could easily become a decade of 
re-regulation. One telling sign is that Con- 
gress and the administration are locked in 
argument over whether to restore the Office 
of Management and Budget's powers to de- 


. lay or block other agencies’ rule-making. 


The current budget director, Mr Rich- 
ard Darman, wants to draw up a "regulatory 
budget" for the 1990s that would update the 
calculations made by Mr Weidenbaum for 
the 1970s. The methodology is tricky and 
there is plenty of scope for argument over 
the numbers. But a budget of this sort might 
help to deter some of the least necessary or 
most onerous types of regulation. 

Many surveys have concluded that rules 
often fail to do what they are meant to do. 
Car-pollution controls that push up the 
price of new cars can perversely increase 
overall pollution by encouraging people to 
keep their old cars. 

More insidiously, environmental and 
safety rules have sometimes been used as an 










anti-competitive tool. For instance, compa- 


: nies saddled with expensive employee-bene- 


fit programmes may press for them to be 
made compulsory. Thus regulations can be- 
come a kind of internal tariff, protecting 
older businesses against newer, more effi- 
cient rivals. Now what would Mr Quayle, 
America's "competitiveness tsar", have to 


-say about that? 





Japanese investment in Thailand 
Too good 
to be true 


BANGKOK 


HAILAND is Asia’s latest economic 

Cinderella. Japan has been its fairy god- 
mother. Now some Japanese investors are 
wondering if it has all happened too fast anc 
asking themselves what will happen wher 
the clock strikes midnight. 

In 1988 and 1989 Thailand was the 
world's fastest-growing economy, The main 
propulsion came from manufactured ex- 


ports. The 20,000-odd Japanese now work- 


ing in Bangkok like to keep a low profile. 
They would not dream of claiming credit for 
the industrialisation of the Thai economy. 
But the changes of the past three years 
would have been inconceivable without 
their capital, technology and skills. 

Nevertheless, Thailand’s inability to ab- 
sorb even more Japanese investment threat- 
ens to turn the country’s fairy-tale boom 
into a story of tears and. disappointment. 
And Thailand’s problems could foreshadow 
big headaches for thé many Japanese manu- 
facturers that are planning to shift produc- 
tion to South-East Asia in an effort to lower 
costs and escape protectionist barriers in 
America and Europe. 

Until recently Thailand, because of it 
free-market culture and relative political sta- 
bility, was the favourite investment site in 
the region for many Japanese firms, which 
account for over half Thailand's recorded 
foreign investment. Most of the largest Japa- 


nese companies are already well-established: 


the Mitsui group, for example, has 80 joint 
ventures in Thailand. According to one esti- 
mate, smaller Japanese firms—mainly. com- 
ponent suppliers—will set up 300 new fac- 
tories over the next three years. 

But many are hesitating. Between Janu- 
ary 1988 and April 1990 the Board of Invest- 
ment approved 543 investments by Japanese | 
companies, worth some 198 billion baht 
($7.7 billion). So far the ground has been 
broken for projects. worth only 28. billion 
baht. Some of the approvals granted in 1988 





_have expired unused. 


"After. three years of "US f 
growth and influx of foreign capital, people 
are getting cautious,” says, | 
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Thai two-step 


imo, a first secretary at the Japanese Em- 
bassy in Bangkok. He cites three reasons for 
this new-found caution. The first, and least 
important, is creeping inflation. 

More serious is Thailand's creaking in- 
frastructure. The main problem is that 
Bangkok accounts for over half the coun- 
try s economic activity. It has become a by- 
word for traffic jams, appalling telephones 
and more sorts of pollution than it is easy to 
imagine. Its foundations are sinking at a rate 
of four inches a year into the estuary of the 
Chao Praya river. 

Japanese advisers have helped the Thai 
government to come up with a plan to force 
industry away from the capital. Thai officials 
hope the Eastern Seaboard project can turn 
110 miles of Thailand's coast south-east of 
Bangkok into an industrial powerhouse that 
may one day resemble the Tokyo-Osaka cor- 
ridor. A new container port and industrial 
estate will be completed this year and an- 

ver port, 14 petrochemical plants and two 
owel mills are also being built. 

Yet details are sketchy on where the ex- 
tra water, electricity, telephone lines and 
roads needed by the Eastern Seaboard 
project will come from. This lack of plan- 
ning may explain why Japanese companies 
have been reluctant to commit themselves 
to the project. While the likes of Dow 
Chemical, Solvay, ict and BASF are building 
capital-intensive petrochemical plants, 
Mitsui forfeited its bond rather than go 
ahead with its chemicals plant. 

One solution to these problems could 
be for Japan to pay for the rebuilding of 
Thailand in its own image. It already pro- 
vides 70% of Thailand's aid. And yet poli- 
tics prevent it from increasing this share. 
Thais are more relaxed about potential 
domination by Japan than other South-East 
Asians, partly because they suffered less at 
Japanese hands during the second world 
war. But even they are starting to fret about 
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becoming an economic colony. 

Another reason for Japanese restraint is 
that Thailand is facing an increasingly acute 
shortage of skilled labour. "This could be 
what stalls the Thai economy," says Mr 
Kamo. Toyota, which has recently opened 
its third plant in Thailand, is forced to send 
as many as 200 Thais a year to Japan for in- 
tensive training. But, even though it has 
been established in Thailand since 1957, its 
most senior Thai is still only an associate di- 
rector, four layers from the top. This has in- 
evitably led to charges that Toyota is unwill- 
ing to promote Thais. 

These problems are forcing some Japa- 
nese companies to think again. Those that 
require lots of unskilled labour are now giv- 
ing Thailand a miss and heading for Indone- 
sia, where the average income is half that in 
Thailand. Japanese companies invested 
$769m in Indonesia last year. Those that 
need skilled labour and a functioning infra- 
structure are turning to Malaysia. 

A slowdown in investment in Thailand 
could give its government time to digest the 
investment that has already been made and 
prepare for the next dollop. If it fails to 
make the most of this respite, Cinderella 
may look rather tattered come midnight. 





Spanish tourism 


Mass or class? 


MADRID 


PAIN'S hotel-keepers love to sing the fla- 

menco equivalent of the blues. They 
reckon that their rooms will have 1096 lower 
occupancy this year than last (and last year 
was 1596 down on 1988). British tour oper- 
ators, the mainstay of Spain's mass tourism, 
add their own lament: British package tour- 
ists could fall by up to a quarter this sum- 
mer. Is the pain in Spain really that bad? 

After years of rapid 
growth, the total number of 
visitors to Spain (two-thirds 
of them tourists) dropped a 
little last year. The Balearics 
and the Canaries have been 
hard hit, falling from Spain's 
fastest-growing regions in 
1988 to bottom of the 
list in 1989. This year 
started better: in the , 
first four months, f - | 
4.796 more people vis- 
ited Spain than a year 
earlier. Yet even the coun- 
trys professionally-optimis- 
tic minister of transport, 
tourism and communica- 
tions, Mr Jose Barrionuevo, 
thinks the whole year is un- 
likely to be up by more than 
a paltry 1%. 


üg BUSINESS 


All this is more than marginal to the 
world’s second-favourite holiday destina- 
tion. Tourism generates almost one-tenth of 
Spain's GDP and a slightly bigger proportion 
of its jobs. Spain has for decades relied on 
spending by foreign visitors to make good its 
usual shortfall on visible trade. This has 
helped expanding Spanish businesses to im- 
port vast quantities of capital goods and 
Spanish consumers to close the gap (too fast 
of late) with other Europeans' living stan- 
dards through imports of often better or 
cheaper foreign products. 

But this picture is changing as net reve- 
nues from tourism fall and imports soar. In 
1988, for the first time since 1983, net earn- 
ings from tourism failed to offset Spain's vis- 
ible-trade deficit. The trade gap increased by 
a third in 1989, to $27 billion, while net 
earnings from foreign tourism fell by $1 bil- 
lion to $13 billion. The first three months of 
1990 show a further decline in tourist 
spending of 3.296 in peseta terms. 

Spaniards like to attribute the slump to 
a coincidence of horrors. Spain's weather 
has been less clement than much of north- 
ern Europe's lately. High British interest 
rates have helped keep Spain's most numer- 
ous fans at home. Strikes last summer by 
Spanish air controllers and, just before 
Easter, by Madrid's bus drivers are another 
tourist turn-off. 

More fundamental is that quality has 
declined and prices have not. Shoddy over- 
capacity sprawls along once-beautiful coasts. 
Spain offers some 900,000 hotel beds and 
another 3m in other sorts of accommoda- 
tion. Most are eyesores, many were built re- 
cently and a good number are losing money. 

Spain's infrastructure is feeble and the 
noise, dust and confusion while that is reme- 
died are dreadful. Crime is a large and grow- 
ing problem, as are dirty streets and 
beaches. Worse, other holiday destinations 
are getting better and relatively cheaper. 
The peseta has strengthened remorselessly 
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against the currency of the country which 
traditionally sends the most tourists. The 
pound bought 235 pesetas in July 1985; now 
it buys 176. 

The cloud over Spain’s mass tourism 
does, however, have a silver lining. More 
Britons, perhaps as many as 2m this year, are 
travelling to Spain independently and 
spending more than package tourists. Top- 
dollar Japanese tourists are edging out tight- 
fisted British lager louts. 

Spain’s various governments are begin- 
ning to respond to the trend. A law to pro- 
tect what is left of the coasts was passed in 
Madrid last year. There are plans to invest 
Ptas 2.5 billion ($24m) this year in the his- 
torical "parador" hotels run by the state; 
these are then to be spun off into a stand- 
alone company before likely future privatisa- 
tion. Several regional governments (includ- 
ing Catalonia, home of the Costa Brava) are 
taking steps to ensure better hotel quality 
and to restrict capacity. 

In the end, however, the answer will lie 
with individual entrepreneurs, and whether 
they believe quantity or quality will prove 
most profitable. The outcome is not a fore- 
gone conclusion. One of the hottest public 
debates in Spain these days is over the "caso 
Costa Donana". Private developers plan a 
luxury resort for up to 32,000 tourists on the 
edge of Spain's most famous natural park, 
near Cadiz. Ecologists oppose it; more poli- 
ticians are beginning to. However profitable 
the project looks, replacing migrating birds 
with migrating golfers seems a shortsighted 
way forward for Spanish tourism in an ever- 
greener Europe. 





Neste's corporate strategy 


Finnish first 


HELSINKI 


TATE-OWNED Neste, Finland's biggest 
company, looks a shining example of 
how firms can adapt to dramatic change. 
When Finnish oil consumption fell by al- 
most 3096 in the early 1980s, Neste cleverly 
diversified away from oil refining into chem- 
icals (see chart)—at a time when many 
chemical companies were retrenching. The 
firm snapped up all of Finland's petrochemi- 
cal and plastic operations; in 1984 it bought 
the Swedish chemical interests of Union 
Carbide; in 1986 it expanded into Belgium 
and the rest of Europe through more acqui- 
sitions and joint ventures. Neste claims that 
this expansion was paid for almost entirely 
out of its own cash flow, not by the state. 
Since 1985 Neste's pre-tax profits have 
soared to 2 billion markka ($500m) on net 
sales of 35 billion markka. From nowhere, 
Neste has become Europe's second-biggest 
producer of polyolefins, which account for 
half of all plastics consumed. But just as 
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Neste hoped it might be able to lie back and 
enjoy life, it faces new tests: the popularity 
and price of plastics are falling and Russia, 
which supplies Neste with the crude oil it 
needs for its refinery operations, is having 
trouble fulfilling its export obligations. 

To meet this challenge, Neste has drawn 
up a grand plan. First, it aims to expand in 
North America, the world's biggest chemi- 
cals market, and in South-East Asia, the 
world's fastest-growing. It wants to grow in 
Western Europe, and in 1989 transferred 
the headquarters of its plastics businesses to 
Brussels to co-ordinate that expansion. 

Neste has entered into several joint ven- 
tures: to build a $2 billion-3 billion petro- 
chemical complex in Tobolsk, western Sibe- 
ria (which should help it secure some 
Russian oi! supplies), a $500m-plus ethylene 
cracker in Antwerp and a polypropylene 
plant in Malaysia. It is also diversifying into 
the production of MTBE, an additive for lead- 
free petrol which has seen soaring demand 


Ugly but profitable 


thanks to green anxieties. Ibn Zahr, the 
Saudi Arabian MTBE plant in which Neste 
has a 1096 stake, started production last 
year. The company also plans to build two 
other joint-venture MTBE plants, in Canada 
and Malaysia. 

At the same time, Neste is reducing its 
dependence on Russian crude oil. Accord- 
ing to Mr Jaakko Ihamuotila, Neste's boss, 
the company already trades about three 
times more crude oil than it uses, as part of 
its trading and supply business—so if Rus- 
sian supplies dry up, Neste will not, he 
claims, be caught short. In order to increase 
the flexibility of its oil and oil-trading busi- 
nesses, Neste recently underwent a manage- 
ment shake-up, its third in five years, to 
bring all its oil operations into one division. 

Though Neste recognises that it will 
never compete with the world's oil giants, it 
has set up exploration units in America, the 
Middle East and Europe to establish new 
sources of oil. In March the company pa 
some $200m for the Norwegian subsidia . 
of Atlantic Richfield, an American oil com- 
pany which has stakes in oilexploration 
blocks off Norway's continental shelf. Neste 
is also a beneficiary of a yet-to-be-laid natu- 
ralgas pipeline network that will supply 
Scandinavia with Russian natural gas. 

A number of things could still go wrong. 
During the past four years Neste received an 
unexpected fillip when demand for chemi- 
cals grew substantially. Nowadays growth in 
demand is falling—just as Neste and other 
chemical companies have drawn up plans to 
build new plants. Mr Ihamuotila admits that 
Neste could be stifled for other reasons, too. 
The firm wants easier access to capital mar- 
kets, particularly as it now pays more in divi- 
dends to its state shareholder than it re- 
ceives in aid. This is why, he says, he has 
requested, in the company's past three an- 
nual reports, that Neste be privatised. 
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The published profit attribut- 
able to the shareholders of 
The Hongkong and Shanghai 
Banking Corporation Limited 
has risen each year for over 
20 years. 


Main points of the 1989 results: 

* attributable profit up 11.076 to 
HK$4 774 million 
(US$611 million) 

* earnings per share up 10.0% 

è total dividends up 16.5 % 

* one-for-ten capitalisation issue 
proposed for 1990 


Together with its subsidiaries and 
associates, The Hongkong and 





Bah 


Shanghai Banking Corporation 
Limited ranks among the 30 
largest banking groups in the 
world. Listed on the Stock 
Exchanges in Hong Kong and 
London, its shares are held by 
over 165,000 shareholders. The 
HongkongBank group has more 
than 1,300 offices worldwide and 
a staff of over 53,000. 


For a copy of the 1989 Annual 
Report, please write to: 
Department A4, Group Public 
Affairs, The Hongkong and 
Shanghai Banking Corporation 
Limited, 1 Queen’s Road Central, 
Hong Kong. 
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HongkongBa 


The Hongkong and Shanghai Banking C : 1 


MERI 


Marine Midland Bank « Hang Seng Bank. 
The British Bank of the Middle East e HongkongBank 
of Australia « Hongkong Bank of Canada 


Wardley s James Capel e CM&M 
Equator Bank 


Carlingford and Gibbs Insurance Groups. 
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Fast decisions. Worldwide 
CONSOLIDATED ASSETS AT 31 DECEMBER 1989 
EXCEED US$132 BILLION. a 











“How does 
KLM continuously rais 
its level of service?" 


“Graciously.’ 


BOEING LAF -RTE 
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| pr - 
ey he war T mt n of: à We come ; 
Pied firewal, at KL? Aw ve 
continuously harii our H hos: 
pitality to keep pace with y 
higher level of expectations. E 
Our multilingual cabin staff is, of 
course, fluent in English. And what is per ar ds 
even more important for you, there are alvi 
Japanese stewardesses in all classes on flights & 
and from Japan. 
Moreover, on the Korea, Taiwan and Hong Kor rg 
routes, an interpreter is part of the crew. — 
But speaking your language is just one of. 
many ways we hope to please you. New uni orm 


underine the charm of our stewardésses, who at 
happy to serve you. E 
Making sure you feel at home wherever you tr: ava j 


-* 


Still more news awaits you on board 
KLM Royal Class. Our sumptuous cuisine features 
fresh season specialties and oriental choices. — — 


v. M 
. 


All served on a table set with crisp linen 


EL. 


and delicate china, accompanied by a fine choice 
of carefully selected wines. E 


And when you transfer at Schiphol to | K LA { 
European Business Class, new wider seats and 
more privacy ensure your comfort to work or re ela: 

In fact, you can expect a lot of good ne 
from KLM as we graciously continue to a > 
your needs. S 

Test us, try us, fly us. 
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Today Hewlett-Packard is Our commitment to industry reputation for reliability and 
the driving force behind the standards means providing after sales support and you'll 
specification of internationally you the broadest range of have to agree that we are 
accepted computer industry scalable computer systems unequalled. 

standards. and network solutions that 


easily integrate into existing 
Our HP-UX operating system multi-vendor environments. 





not only adheres to accepted Protecting your current h HEWLETT 
standards. It in fact betters investment. CA PACKARD 
them-enhancing performance, 

productivitý and data integrity. Add to this HP's 50 year A Better Way 


For more information please call the HP sales offices: HONG KONG Tel: 8487070 INDIA Tel. (11) 000929, 690340 KOREA Tel. (2) 7844666 MALAYSIA Tel (3) 2986555 PRC Tel: (1) 2566888 SINGAPORE Tel: 2737348 
TAIWAN Tel: (2/7120404 THAILAND Tel: (212548720 Distributors: BRUNEI Tel: (2: 23918, 25603 INDONESIA Tel: (21) 5780005 PAKISTAN Tel. (51) 524131,524132 PHILIPPINES Tel: (2) 81538106 
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Westland Aerospace 





Shedding the burden of past glories 


COWES, ISLE OF WIGHT 


A e tete which is an bet to Ree Britain's Westland group afloat 


gros how manufacturers can 









" IV 2 years ago Westland Aerospace was a | 
E pter 


| m For three generations it 
crafted a succession of remarkable flying ma- 
chines on a small island off Britain's south 
coast. But a blind fascination with techno- 
logical wizardry led it to the brink of extinc- 
tion. Now the company is thriving—and 
helping its parent survive— by exploiting its 
technology to become a key supplier to the 
world's biggest civil-aircraft manufacturers 
and happily surrendering its own claim to be 
a maker of state-of-the-art aircraft. 

Westland Aerospace had a glorious 
past. It was founded by Sam Saunders in the 
island port of Cowes in the early 1900s, just 
as Bill Boeing started his firm beside Seat- 
tle's Lake Union. Both used skilled boatyard 
workers to make seaplanes. But, as Boeing 
entered the jet age, Saunders-Roe (as West- 
land Aerospace was then called) was still bet- 
ting on seaplanes. By the time its giant 100- 
seater Princess (see picture) was launched in 

52. it was already an anachronism. 

By 1960 the Princess was in the break- 
ers yard and Saunders-Roe had merged 
with Westland. Various government-backed 
tocket and fighter projects, its main sources 
of revenue, were killed in spending cuts. By 
the early 1980s the Cowes company had be- 
come principally a maker of hovercraft. De- 
spite the ability of hovercraft to cross land 
and water, they failed to compete with 
jetfoils and catamarans. Even the military 
market remained tiny. 

Not only was the subsidiary in trouble, 
but so was its parent, a maker of helicopters. 
In 1986 a political row which erupted over 
the rescue of Westland led to the resignation 
of two British cabinet ministers. Eventually 
America's United Technologies and Italy's 
Fiat took stakes in Westland. A British engi- 
neering group, GKN, has since bought Fiat’s 
shareholding. 
| With the help of its aerospace subsid- 

„dary, Westland has started to recover. On 


transformed 


May 29th the company manad pre-tax 
profits up by 44% to £1 1.5m ($18.6m) in the 
six months to the end of March. Turnover, 
two-thirds of which is still dependent on the 
troubled helicopter business, slipped by 
11% to £194.9m. While the company con- 
tinues to pin its longterm hopes on new he- 
licopter orders from Britain’s Ministry of 
Defence, Westland Aerospace has become 
its star performer, boosting its first-half op- 
erating profits by 16096 to £3.1m on a turn- 
over of £27.8m. 

How? Its managers were given the au- 
tonomy to secure a future. They decided to: 
e Make a strategic plan. There would be 
no more starry-eyed aerospace projects—es- 


pecially military ones paid for by govern- 


ments and liable for the chop. Civil aero- 
space was judged to be a stable, growing 
market that would provide sustainable prof- 
its—a visionary choice, given that it was 
made pre-perestroika. It meant the firm 
would no longer produce a whole product, 
but make bits of other people's. 


Previously, subcontracting had been 


something of a sideline. No more. The sub- 
sidiary's bosses decided to concentrate on 
making high-value-added, low-volume parts, 
especially wing components and engine ha- 
celles (the shells in which engines are fitted). 


These are tricky to produce, but they can — 


also be profitable: the price of a single wing- 
flap can be tens of thousands of dollars. 
Increasingly, such components are 
made out of new materials, especially com- 
posites. These are lightweight, strong sand- 
wiches of fibres such as carbon or Kevlar 
which are impregnated with resin and cured 
under heat and pressure, much like the lami- 


nated plywood with which Sam Saunders 


made his seaplanes 70 years ago. Westland 
Aerospace had gained expertise with mod- 
ern composites, but it was not the only com- 
pany to have done so. It needed to: 


. start with the boss and, he says, wi 


more, the programme never ends. Pas 


è Find a competitive advantage. Asking a 
























































civil-aircraft manufacturer for d was 
going to be easy—especially when n 
state airlines’ orders are made on th 
ernment-imposed condition that ae 
companies in their country will build bi 
the aeroplane. Westland would be fa 
tough, low-cost competitors from Japan. 
South Korea eager to break into the a 
space business. E 
Yet the company had TE PE tha 
could provide added value. Seaplanes, r 
ets and hovercraft had given it the ability t 
handle complete, and often complicated, 
projects on its own. That meant it coi 
think like a prime contractor, but work li 
a subcontractor. It now calls itself a "sube 
prime contractor" and offers to design, 
manufacture and test a component rather 
than just make it to order. In many indus 
tries, like electronics and cars, suppliers are. 
taking on more responsibility for the devel- 
opment of components. Having got what. 
Mr Chris Gustar, Westland Aerospace's. 
managing director, describes as a “bomb 
proof business plan” the next move was to: 
e Revolutionise manufacturing. West 
land has climbed on the cealiey TO 
bandwagon, but pursued i its so-called “q 
for continuous improvement" vit i 
commitment. There can be no half mea 


sures, says Mr Gustar. Quality programm 
il 








management's credibility if they fail. 


umphs count for nothing. 

. Westland Aerospace has won of 
from Boeing, Airbus Industrie, McD 
Douglas, Rolls-Royce and others. Some 
new jobs have also been created, incr 
the workforce to 1,850. Initial orders, c 
awarded to test a company's abilities, 
now being followed by bigger contract 
March it won $260m-worth of order: 
three new, and competing, airliners. 
defence contractors everywhere looki 
more civilian work, Westland Aerosp: 
can expect a host of bigger companie 
mimic its example. But given its foot in 
door as a reliable subcontractor to near! 
ery big airframe and aero-engine m 
turer, this time the little island company 
a good chance of surviving, even 
much bigger, and just as hungry, rival: 
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Not only leading, 
but showing the way. 


Innovative corporate finance is our business. Whether it's advisory, acquisitions, 


re-capitalisations, buy-outs or buy-ins, we have the experience, expertise and 
energy to get the job done efficiently and effectively. We also 
have the commitment and financial muscle to back our 


udgement with our own resources. No wonder we're 


leading the field at the start of the '90s. Bankers Trust 
Company | 


| Appold Street, Broadgate, London ECZA 2HE Telephone: 071-982 2500 























^. NEW YORK AND WASHINGTON, DC 


pocalypse soonish 


2 Trouble surrounds America’ S financial i institutions: bank credit-ratings be- 


ing downgraded 
even investment banks suc 
serves, No wonder a 









XJHEN Mr John Phelan, chairman of 

V the New York Stock Exchange, ap- 
term "meltdown" to the crash in 
tockmarkets in October 1987, the 
"Ord was music to the ears of financial 
- doomsayers. This disparate group of ana- 

lysts, chartists, academics, newsletter edi- 
tors, journalists and investment advisers 
had been in the shadows since the start of a 
seven-year bull market in 1982. But the 
melting stopped. As Mr James Grant, editor 
of a widely read and bearish New York news- 
letter, Grant’s Interest Rate Observer, 
wrote, “history refused to bail out anybody's 
options portfolio”. Back to the shadows the 
gloomsters slunk. 

Fora while, anyway. Gloomy arguments 
have again begun to reach more receptive 
ears, even as the stockmarket has been hit- 
ting new highs. Despite the economy's 
ability to defy gravity, America is not 
short of financial calamities. They start 
with the thrifts mess, which Mr Nicholas 
Brady, the Treasury secretary, recently 
admitted could cost taxpayers up to $132 
hillion. Bond investors are rebelling 

sainst the debt being issued to pay for 
-tnat by the governments Resolution 
Trust Corporation. 

Insurance companies offer a popular 
poten because many have portfolios uted | 
with junk bonds. That is even true for e | 
and. more respectable insurers, who 
have offered gimmicks such as Guaran- 
teed Investment Contracts (Gics) with - 
. high yields that could be provided a. 
E by swallowing a goodly dose of junk. If 
insurers had to revalue their portfolios to 
market prices, many would be insolvent. 

Then there are property busts in New 
z England and Arizona, just when everyone 
- -had got over the 1988 Texas crash. Banks 
- «have their balance sheets stuffed with prop- 
erty loans, with third-world loans, with cor- 
porate debt, with who knows what else. . 
Credit-rating agencies downgrade more 
5 E every week, a America’s 


; property prices tumbling; 
rch as Merrill Lync considering big new loan re- 


ypse-watchers are reaching for their charts 


insurance firms wobbling; 


for their task, bank examiners are working 
their way through a list of their charges, 
forcing big and small banks alike to own up 
to dud loans. 

And then there is the crash of the Japa- 
nese stockmarket and the beginnings of an- 
other one in Tokyo's property market. The 
Tokyo stockmarket lost 30% of its value in- 
side two months before its recent rally, while 
Tokyo is awash with rumours that a couple 
of large unlisted developers look like going 
bust. Might all that dry up the Japanese 
bank lending that has kept America afloat? 

Symptoms such as these prompt loud 
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| WT 
T 


, optimistic during the boom, lende 


Y E a; gold and money that for 
am integration. of the internation 


whispers that a m contraction is 
ning that could turn slowdown int 

Then, the federal govern: 
and even vaster contingé1 


and pension guarantees) wo 
investors away from Treasury. 
limit the freedom of manoeuvre of: : 
eral Reserve. | 
Yet the earth still turns. Indust 
regions have been in trouble, but suci 
sions have "rolled" through Americ 
out flattening the whole econom 
doomsaying nonsense? The tricky qu 
is how dangers could turn into dis 
In offering an answer the 2 
watchers divide into two broad groups. 
hard-liners believe the world will n 
forever, because the sheer size of corpor 
individual and government debt will 
duce a depression of its own volition. 
group depends on history combined v 
fatalistic logic. The softer-liners argue tk 
when a slump comes for other reasons, debt 
and financial follies ensure that it will be f 
worse than it need have been. ue 
Typical of the hard-line historians is M 
Bill Tehan of Herzig Securities in New Yor 
His ultra-gloomy view (the worst worldwic 
depression: ever) is based on track 
boom-to-bust cycles (this is the sixth big 
boom in the United States since 1700 
says) and arguing that all have these 
sequence: credit expansion, a peak in in 
est rates, a boom in property and shares, 
bust in property, a bust in shares and 
the contraction of credit. Having been 






















































scared, overshooting in their rus 

"safety" and "quality". Why should tl 

the worst slump of all? Because, hé | 

this credit expansion has been th 

of all, encouraged by the false seci 

the Fed as lender of last resort a 
government's deposit insurance 
ther of these was fully in pae 
previous slumps. 

Mr Tehan notes that intere 
have been higher in the 1980s th: 
before and that the average ma 
debt markets has shortened drasti 
With lenders scared by inflation, th 
erage maturity of American govet 
debt is 4⁄2 years; before the 1960s 

turities of 30 and 50 years were co 
He thinks this means that lenders 
dim view of both the quality o 
and its liquidity. In arguing all tl 
B Tehan is no bear cub: way back: 
- -1970 he published a paper on t 










































































































tton W ods system ao 

Ar James Dale Davidson, head of the 
ral Taxpayers Union, a Washington 
bby, matches Mr Tehan’s fatalistic gloom, 
for interestingly different reasons. His 
iw is a hybrid of soft and hard: slump will 
t be caused by debt, but it will be cataclys- 
ic because of it. He thinks credit contrac- 
n will need a strong deflationary cause. 
s current bet is that the culprit may be 
ace. Armies and war spell inflation, in his 
w; the cold war differed from the hot sort 
that it brought inflation without blood- 
ed, Even so, big cutbacks in defence 
ending, in response to communism's col- 
pse, will offer a peace deflation, not the 
dend so commonly welcomed. 

The removal of demand and of expecta- 
s of inflation will accelerate a fall in 








edit squeeze. Practically ali the govern- 
t's contingent liabilities will be triggered 
alling prices, so, in effect, it "has written 
biggest put option in history”. 

“One of Mr Davidson’s Washington 
ighbours, Mr Thomas Stanton, typifies 
softer sort of apocalypse horseman. À 
wyer, Mr Stanton's stresses the federal 
government’ s potential liabilities, especially 
hose in two mortgage agencies, Fannie Mae 
ind Freddie Mac, but also those in other 
yovernment-sponsored enterprises that bor- 
‘ow with the help of an implicit guarantee 
and make loans that the government might 
entually have to bail out. 

Mr Stanton has no objection in princi- 
le: he simply argues that by one this with 
nadequate regulation and capital backing, 
he government is raising the odds of an 
ventual financial calamity. It is rather like 
yuilding a flimsy house in a hurricane zone; 
e in calm weather, but when the wind 
mes the whole thing will collapse. What 
‘advocates is building in some strength be- 
the worst arrives. 

low much falling masonry might there 
The research director of the National 
payers. Union, Mr Sid Taylor, 








F THE ara comes to Ámerican 
. financial markets, there is bound to 
some apocalabilia. Collectors can get 
early on June 13th and 14th when 
oss-Dove, a firm of self-styled ' 'asset 
onversion consultants", auctions in 











treet investment house whose own 
pocalypse has already arrived. 














a > the auctioneer’ $ s flyers, ar are e office fur- 


~ > emphasises that the total liabilities hanging 


operty prices and produce a throttling 


Jew York some of the physical remnants 


Drexel Burnham Lambert, the Wall — (ditto). 


Going under the hammer, according _ lunch but never had the cachet to be in- 


ex vited, here is isa a chance to o cook your own. 
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over the American taxpayer are $14 trillion, 
or 2! times America’s GNP. His prediction 
is simple: fiscal shock and collapse in 1992. 
His reason: watch out for 1929 scrambled. 
This catalogue of the apocalyptic is nec- 
essarily selective; few believe in omens such 
as dates, though some do follow the stars. 
Most advocate a respectable view that stan- 
dards have slipped. Mr Grant points out 
that until the early 1960s even Citicorp 
thought lending with commercial property 
as collateral was too risky. Now it has a bal- 
ance sheet full of the stuff. "In prior crises," 
he says, "the Citi was wont to confront the 
facts and take direct remedial action. In 
1990, with. all that has happened and may 
happen, it has decided to raise its dividend." 
But could happen? Mr Barton 
Diggs, chairman of Morgan Stanley Asset 
Management (MSAM) and a respected invest- 
ment strategist, is sanguine about the 
chances. He admits there is a risk of the 
worst happening, envisaging that it could be 
triggered off as follows: two Japanese banks 


default on their commercial paper; a big run 


on the money markets follows; leveraged 
buy-out funds are deserted; so are insurance 
companies’ GICs; there would then be a 
flight to quality with banks having to choose 
between failure and becoming ultra-conser- 
vative in their lending. Mr Biggs thinks his 
apocalyptic scenario is unlikely to come 
about. Nevertheless, MSAM’s investment po- 
sition is more conservative than ever. 









offices in New York. As well as hundreds 
of personal computers, these include 
“tremendous quantities of contempo- 
rary leather seating” (would you expect 
anything else?) and “dozens of exquisite 
corporate board and conference rooms” 
“Of special interest” are five 
complete corporate cafeteria. If you've | 
hankered after a Wall Street power- | 
| 
| 























Ivan Boesky 
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nishings and equipment from ten Drexel 
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ze obtained | from both Mr Bud and Mr 





Selective memory 


NEW YORK 


REDIT Mr John Mulheren, a former ar- 
/ bitrager, with being the only alleged 
Wall Street crook not to accept a plea-bar- 
gain agreement with the federal govern- 
ment. Mr Mulheren, who is said to have 
been offered minor misdemeanour charges 
which would not have carried a jail sentence 
in return for a plea of guilty, is now being 
tried on 41 charges of conspiracy, securities 
and mail fraud, to which he has pleaded not 
guilty. The result is that a more famous for- 
mer arbitrager and plea-bargainer, Mr Ivan 
Boesky, is being forced to have his days in 
court. They have proved revealing. 

Mr Boesky, whose three-year prison sen- 
tence for insider trading ended last month. 
implicated Mr Mulheren as part of his ov 
1986 agreement to co-operate with the go. 
ernment. Mr Mulheren was subsequently ar- 
rested while on his way, armed with guns, to 
find Mr Boesky. Mr Boesky’s co-operation 
also led to the successful prosecutions of the 
now defunct Drexel Burnham Lambert, as 
well as of the firm’s Mr Michael Milken, of 
Mr Martin Siegel, formerly of Kidder Pea- 
body and Drexel, and of Mr Boyd Jefferies, 
the former boss of a stockbroking company 
bearing his own name. 

The co-operation agreement has always 
been controversial. Mr Boesky’s lawyer, Mr 
Harvey Pict, has been considered by fellow 
lawyers to have negotiated a great deal with 
government prosecutors. Mr Boesky was 
able to sell his arbitrage positions shortly be- 
fore the public announcement of his co-op- 
eration with the government. That sent the 
price of takeover shares plunging, many of 
which he had owned. Other arbs com- 
plained that Mr Boesky had been allowed r^ 
insider-trade ahead of the announcement 
his own admission of insider trading. 

Worries about the deal negotiated by 
Mr Pitt have increased with Mr Boesky's tes- 
timony in the Mulheren trial. This has left 
the impression both that Mr Boesky re- 
mains rich and that he was selective about 
whom he chose to give up. Some details: 
€ Mr Boesky was forced to disgorge $50m in 
illegal profit—but then allowed to deduct it 
against his own. 1986 tax return. This re- 
duced the effective cost to him to $25m. 
€ Mr Boesky may have made a lot more than 
$50m from insider trading. Mr Thomas 
Puccio, Mr Mulheren's lawyer, alleged that 
Mr. Boesky's company made $128m just 
from the inside information gathered from 
Mr Siegel, whois due to be sentenced on 
June 6th. Mr Boesky himself conceded un- 
der testimony that he had not been assessed 
for the profit made with inside information 
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Smart money and noise traders 


Is modern economics any use in understanding the ups and downs of 


is stockmarkets? 


| A ARKET practitioners and academic 
economists seem further apart than 


^ ever in their explanations for the volatility 
> of financial markets, especially stockmark- 
ets. Most traders find the idea that mar- 


kets are “optimally forecasting the future 
flow of real dividends” laughable. Most 
academic economists regard this notion as 
so obviously true that they take it as. an 
axiom in their research, not as a claim to 
be investigated. 

If communication is to improve, it will 
to those few academics who are 
erested in the mechanics of real 
s and want a scientific account of 
yrces that drive them. A leader of this 










zy band is Mr Robert Shiller, a young profes- 
- sor of economics at Yale University. A 
4. volume of his papers* has just been pub- 
|. lished. Here is an economics book about 
^financial markets that thoughtful practi- 
tioners will find interesting. 


To understand why academics and 
practitioners cannot agree, it is necessary 
to understand why the academics cling to 
their view of financial markets. They say 
that stock prices reflect the most informed 


|" possible view of future streams of divi- 
{< dends (a theory also known as the effi- 


cient-market hypothesis, or random-walk 
theory because a price that already reflects 
all that is known will be knocked either 
way by the next unknown). That may 


seem at odds with reality. But once you 
understand the idea, it is both plausible 
'and resistant to counter-argument. 


- À key point is this: if the idea were not 
true, it would mean that the market was 
failing to take account of information that 


“P. was relevant for predicting future prices. 
Hence the forecast would not be optimal. 


| In that case, (a) the discovery of such in- 


formation would yield enormous profits 


: to the discoverer and (b) in collecting 





share prices are, in fact, 
- forecastable. One of Mr Shiller's papers 
shows that in years when Wall Street be- 


. to dividends), prices t 


those profits by trading in the market the 
discoverer would incorporate the inform- 
ation in market prices. | 

So a mechanism exists to make the effi- 


'cient-market hypothesis true. What about 
evidence? Well, it is evidence of a sort that 


If they | 


share prices are not forecastable 
were, then the forecasting model would it- 
self be a piéce of unexploited information. 
Over longish periods (a year or more, say) 
somewhat 


gan with a higher-than-average dividend 
yield (ie, when: prices were low in relation 
ose bym more ethan av- 











erage. The correlation is not strong, but it 
is there, and it goes against the grain of 
the optimal-forecast theory. 

Over shorter periods, however, many 
studies have shown that share prices do 
indeed follow a random walk. Prices are as 
likely to rise as to fall in the future, regard- 
less of information about prices in earlier 
periods, or even (in stricter versions of the 
theory) of all currently available informa- 
tion. Overall, then, the evidence favours 
the optimal-forecast theory. 


| FT-SE 100 index. 
Á December 31 1883«1000 


Dow Jones industrial average 


But consider another sort of evidence. 
The sheer volatility of stockmarkets seems 
to argue against the optimal-forecast idea. 
If share prices are a weighted average of 
discounted future dividends they should 
iron out any fluctuations in dividends, 
and thus be less volatile chan dividends. 


Actually, they are far more volatile. Mr 


Shiller finds that if uncertainty of future 
dividends can be measured by the past 
variability of dividends, stock-price vola- 
tility is between five and 13 times too great 
(depending on the period examined) to be 
consistent with optimal-forecast theory. 
The theory can be rescued, mind. It 
might be incorrect to measure uncertainty 
about future dividends by looking at their 
past variability. Or you might assume that 


sumptions) was from | 


tions of real interest rates fluctua 


dence, Mr Shiller favours a theory that « 





































































the stream à ^en dividends. E Bur A: 
Shiller works out how far expectations of 
real interest rates would. have needed to 


it variation. Lie. 
17%. It is hard to belie 


anything like such a wide range. — ^ 
To reconcile all this conflicting e 


vides stock and other financial marke 
into two sorts of participant: smart mon 
and “ordinary investors", known unfli 
teringly in the jargon as noise tradet 
Broadly, smart money behaves like in 
tors are supposed to behave in the o 
mal-forecast theory: it searches fora 
vant information, incorporating this 
prices quickly and smoothly. 

Noise traders, who constitute most 
the market, are influenced by fads and 
fashions. They are slow to understand the 
significance of new information (includ: 
ing advice from smart-money experts) 
They are not stupid. They might often do 
better than smart money in the market, by | 
being "wrong" at an auspicious moment. 
Smart money presumably fled the overval: 
ued stockmarket in the first half of 1987 
some lucky noise traders will have "incc 
rectly” stayed in, only leaving in the fi 
week of October. Indeed, as Mr Shille 
and others have pointed out, the riches 
people in the market are unlikely to be 
smart money; they are more likely to be: 
tiny fraction of the noise traders who; 
their time, have blundered into a fortune 
through recklessness or plain luck. 

Analysing this two-part market is diff 
cult. Smart money and noise traders w 
interact in complicated ways—for’ i 
stance, smart money will monitor not ju 
the ' fundamentals" but also the fashio 
(including the predictions of chart 
that drive noise traders. Working all 
out is a matter not just of theory bü 
lots of close observation. Mr Shille 
good at both. 

This research is still at an d st 
However, it is already clear that the« 
sion of the market into smart mone 
noise traders can solve a big mystery 
smart money finds and exploits the pro 
opportunities contained in market | 
formation, then prices will be pretty: 
forecastable, as both the optimal-forec 
model and the evidence suggest. At t 
same time, the combination of smart 
money and noise traders can. account f 
the markets uzing volatility. 















expected real interest rates vary a lot. This .. *Ma 


would a account fer big changes in share page 































aranoj na Siegel eet 
Puccio alleged that Mr Boesky made 
on trades in takeover shares between 
xember 18 1986, when he made the se- 
t agreement to co-operate, and Novem- 
16th when his settlement with the gov- 
ment was publicly disclosed. 

During this same period Mr Boesky tape- 
orded his conversations selectively, with 
yple such as Mr Michael Davidoff, then 
head trader, Mr Milken and Mr Siegel. 
did not, for instance, tape Mr Mutheren. 
Inder his plea-bargaining deal Mr Boesky 
d to disclose wrongdoing only if either 
eral prosecutors or the Securities and Ex- 
nge Commission inquired about it. 





























illegal transactions he was ever involved 
Mr Boesky said: “I was told that I would 
esponsible for revealing and responding 
all questions asked, and cther matters 
it | may recall.” He went on to indicate 
der stiff questioning that his settlement 
id not demand confession of every crime. 

For a former arb Mr Boesky showed a sur- 
rising lapse of memory about his own re- 
ent financial history. Asked by Mr Puccio if 
emnt the: e et 1386 and the time of 





















is sale of assets to Ris wife, just days before 
is agreement with the government was 


HE long-running Societé Générale 
affair still has several laps to go. After 
18 months and two preliminary investi- 
gations, the French justice ministry de- 
ded on May 30th to appoint a judge to 
ook into allegations of share-dealing 
nanigans during an attempted stock- 
et raid on the bank in 1988. The 
ve people named as being under suspi- 
of insider trading include two with 
iciently E llustrious connections to 


| eorges Pébereau, (ae E: M edu te 
tissements, was to break up the hard 
: of shareholders put in place by the 
-wing government of Mr Jacques 
ac when Société Oénérale was priv- 
d in 1987. Though the raid failed, 
ie businessmen involved made around 
00m between them. 

-They may not have been the only 

nes to profit. The French haha: 





ked by Mr Puccio if he had revealed all. 


ave named those they "ope of having p 


dealt in the bank's shares on the basis of 
inside information. Among the five sus- 
pects are Mr Jean-Charles Naouri, a for- 
mer adviser to France's Socialist finance 
minister, Mr Pierre Bérégovoy, who in- 
spired the raid for political reasons, and 
Mrs Geneviève Dalle, the wife of Mr 
Francois Dalle, the former boss of L'O- 
réal, a cosmetics company, who was one 
of Mr Pébereau's co-raiders. 

Proving the allegations will be tricky 
because any case that comes to court will 


be judged under the old, woolly defini- 


tion of insider trading. Connoisseurs of 
French scandal-smothering point out 
that the tougher definition introduced 
only two weeks ago is not retrospective. 
Justice ministry officials say they are de- 
termined that the affair should not be 
buried, probably one reason why the 
public prosecutor has taken the unusual 
step of naming names. But do not hold 
your breath. This latest set of inquiries 
could last for years. 
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1986; These as 


and an interest in an Oklahoma television 
station. Mr Boesky also borrowed several 
millions from his wife, in part collateralised 
by land he owned in Hawaii. (Part of Mr 
Boesky's plea-bargaining deal was that the 
government would not penalise his wife or 
children.) During his recent court appear- 
ance Mr Boesky did admit that he lied under 
oath a number of times previously. He could 
not recall just how many times. 





Italian banking 


Political princes 


MILAN 


Win three-quarters of Italy's banking 
system in state hands, it is no surprise 
that lottizzazione, the habit of filling to 
banking posts with political acolytes, .. 
deeply ingrained. Hopes among bankers 
that this would become a little less machia- 
vellian have been dashed by the latest round 
of top appointments at Banca Commerciale 
Italiana (BCI) and Credito Italiano. With 
them are gone hopes for further rapid 
privatisations among Italy’s banks. 

It all looks straightforward enough. Mr 
Sergio Siglienti who replaces Mr Enrico 
Braggiotti as chairman of BCI, and Mr Piero 
Barucci who succeeds Mr Lucio Rondelli as 
the managing director of Credito Italiano, 
are political appointees, but they both have 
banking backgrounds. Mr Siglienti joined 
BCI in 1951 and has spent most of his career 
with the bank. Mr Barucci's banking cre- 
dentials are even more impressive. The head 
of the Italian Bankers’ Association, since 
1983 he has also been president of Monte 
dei Paschi di Siena, one of Italy's six regional 
state banks. 

So why the disappointment with the 
appointments? After all, both banks will 
have bankers leading them. What saddens 
bankers in Milan is not the men chosen, but 
the system that chose them. Until now, both 
Credito Italiano and BcI have managed to 
avoid the political horse-trading that sur- 
rounds banking appointments. Now even 
they have been sucked into the game. 

The first sign that something was afoot 
came when both BCI and Credito Italiano, 
which are majority-owned by Ri, Italy's big- 
gest state holding company, postponed their 
annual general meetings until after local 
elections on. May. 6th. Ostensibly this was to 
allow more time for : reflection on the banks’ 
performances. In practice, the delay was de- 
signed to let Italy's political parties work out 
how the balance of power among themselves. 
stood after the elections. 

True to tradition, the banking posts 
were then shared out among the Parties : ac- 
coraig to their relative strengths f 










the Christian Democrats parachuted their 
- man, Mr Barucci, into Credito Italiano with 
` scarely a bump, BCI, traditionally a Chris- 
tian Democrat fief, was expected to become 
a new landing ground for a Socialist nomi- 
. nee. In this particular case it was to be Mr 
.. Franco Reviglio, a former president of ENI, 
. another state holding company. - 

s However, Mr Reviglio's nomination 
` sparked protests from some of Italy’s indus- 
 ttial bigwigs who are not friends of the So- 
- cialists, including Mr Giovanni Agnelli and 
+ Mr Leopoldo Pirelli. They sit on the boards 
< of Credito Italiano and BCI respectively. 
They let it be known that they favoured an 
. internal promotion instead. It took the 
. nomination of Mr Siglienti, an insider but 


one thought to have Socialist leanings, to . 


put an end to the squabbling. 
~ Tt has also put an end to hopes for a 
loosening of the state’s grip on banking. 
: t Braggiotti and Mr Rondelli were 
npathetic to the likes of Mr Enrico 
__decia, the grey eminence of Mediobanca, 
5 who favoured privatising some banks. Now 
“that both are gone, the danger is that the 
. state's grip will turn into a stranglehold. 








Latin American corporate finance 


Can pay, will pay 


.FTER a decade of being all but barred 
from fund-raising abroad, Latin Amer- 
ican companies are flocking back to the in- 


ternational capital markets. Since last sum- 


mer a bunch of them have sold more than 
$500m-worth of foreign bonds, - 
and earned over $20m for in- 
vestment banks such as Merrill 
Lynch and Bear Stearns which 
packaged the deals. Foreign 
bankers reckon there are 
plenty more fat fees to come. 
Over the past year, encour- | 
aged by tough economic poli- f 
cies in countries such as Chile . 
and Mexico, and the Brady - 
debt-reduction plans signed by. 
Venezuela, Mexico and Costa 
Rica (with Brazil to come later 
this year?), investors have ac- 
quired a taste for Latin Ameri- 
can securities. Companies 
have been only too happy to 


And the music stopped 


OES this sound a good buy, stock- 

L7 pickers? An industry in which reve- 

. nue is around £600m a year, but costs are 
nigh on double that; where every third 
employee is surplus to requirements; 
where there is little or no prospect of 

. things improving in the next three years; 

and where earnings, even in good times, 
|... are volatile. That is the state of Britain's 
domestic securities industry. —— 

. The latest to decide that this ih up 
to two sandwiches short of a picnic is 
Kitcat & Aitken's parent, RBC Dominion 

qr. Securities (69% owned by the Royal Bank 
i of Canada). On May 29th it told Kitcat to 
take a break, for good, putting 125 staff 
onto the street—or into other securities 
houses: unlike on Wall Street, where 

50,000 jobs have been lost since Black 
Monday, in London the refugees from 
other securities closures, such as Chase 

.. Manhattan, Citicorp Scrimgeour Vickers 
and Morgan Grenfell, have often just 

. moved to jobs elsewhere. 

d Kitcat's costs were lower than its rivals 
|. and the firm had broken even for the past 

20 months, but its parent was looking to 

"the future; not the past", according to 

Mr John Sanders, chairman of RBC Do- 

minion Securities. The prospects of mak- 
ing a 20% return on capital—roughly 
what an outsider should demand for such 

a risky business—were non-existent. 

There are still 35,000 people employed 





in the securities industry in London— 
only a small drop from its 1987 high of 
40,000. Compared with New York, Brit- 
ish brokers still demand a relatively high. 
fixed salary if a smaller performance- 
driven bonus. On some estimates basic 
City salaries climbed by 10% last year. 
How long can this madness continue? 

A good guess is that the next firm to be 
left standing when the music stops will be 
similar to Kitcat: that is, medium-sized, 
foreign-owned and not especially profit- 
able. Laurence Prust, which is owned by 
Crédit Commercial de France, and Laing 
& Cruickshank, part of Crédit Lyonnais, 
are just two that fit that description per- 
fectly. Laing & Cruickshank has already 
shed its market-making side. 

Many City watchers think that the 


market will whittle itself down to four in- 





. antees that were the only way Mexican: 
. Cobre, Mexico's copper company, . 





Off to collect the cash 


Sut its league-topping analysts are provin 


. but is trying to make a new name as at 


burg. Another improving candidate i 
Kleinwort Benson, which does have.: 








































satisfy their appetite. And they do not: 
to resort any more to the sort of fancy. 


Telemex, the country's national telep 
firm, could keep floating. 
debt over the past ten year 


In June 1989 Mexi 
-Banco Nacional de C Co 


Euromarkets. Over th 
six months Nafinsa, the. 
try’s development bank 
mex, its biggest cement pr 
ducer, and La Modern 
-tobacco company, all foll 
.In March Sivensa, a Ver 
lan steel company, Tams 
company that makes : 
pipes, and Pemex, Mexic 
state oil company, raised a: 
tal of $200m via Eurobond 


More issues are expectec 


tegrated securities houses, which will take : 
6096 of the business, and a cluster of small: 
boutiques. S.G. Warburg and Bzw Securi- _ 
ties look the only sure bets to be occupy- 
ing the big-four seats. Both now have. 
around a 9% share of the British market. | 
Warburg does not make much money | 
from selling and trading British equities, 
out it subsidises the business from other: 
more profitable areas. BZW has a rich par- 
ent, Barclays Bank, which has tolerated its 
hitherto lousy profitability because it is. 
dedicating itself to building a worldwide 
securities company. __ 
The other two chairs could fall to any 
one, James Capel, which is owned by th: 
Hongkong & Shanghai Bank and sells it 
self as a research-led agency broker, ha 
market share as big as Warburg and BZW 


expensive to keep. Smith New Court, ; 
former jobber that concentrates on mar 
ket-making, has the opposite problem 





Asian specialist. | 

County NatWest and UBS Phillips & 
Drew both have dedicated parents. (th 
National Westminster and Union Bank o 
Switzerland respectively), but they la 
the corporate-finance finesse of, say, War 


good mergers team. Various American 
and Japanese securities houses also hav 
aspirations. But how much of this enthusi 
asm is driven. by commercial logic, a 
how much bya amour Propel 
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over the summer. Nafinsa is preparing to 
launch two deals worth about $300m. 
Cemex is organising a $150m bond issue 
convertible into equity. Alcasa, a Venezue- 
lan aluminium producer, is planning an is- 
sue. Mexico's decision to privatise its banks 
should also bring more business. The three 
big three banks, Banamex, Bancomer and 
Banca Serfin, have been keen to issue 
bonds. But the Mexican finance ministry, 
unhappy that investors will not give the 
banks the same rates as the government, 
ruled out any deals. 

It makes sense for these companies to is- 
sue abroad if they can get away with it. Tap- 
ping their domestic capital markets is crip- 
pling. Venezuelan interest rates are around 
4096, while Mexico's are over 3096. The 
Mexican peso devalues by 80 Mexican cents 
a day or over 1096 a year against the dollar. 
So in dollar terms the cost of domestic bor- 
rowing is still about 2096 annually. In the 
international markets Mexican companies 
have been raising money at yields of around 


1596. These yields are set to drop further. 
Investors’ eagerness for new deals should en- 
sure that when Nafinsa launches its next is- 
sue, the yield will be around 1396. 

The next fashion will be securitisation. 
Companies can get low-cost funds by using 
future cash-flows from exports to back their 
bonds. Citicorp is organising a $50m issue 
for Sivensa, backed by receivables on sales 
to Thyssen, a West German steel company. 

There should be no shortage of inves- 
tors to absorb the stream of new issues. 
American investment banks such as Kidder 
Peabody and Merrill Lynch have fixed-in- 
come funds that invest in Latin American 
debt. So do investment-management firms 
such as Scudder, Stevens & Clark and Cap- 
ital International. In all there is a pool close 
to $500m to invest. Corporate bonds give 
fund managers the chance to diversify away 
from Brady bonds and Latin American gov- 
ernment debt. Unlike some of their home 
countries, no Latin American company has 


defaulted on its Eurobonds. 





Hongkong's banks 


Breaking the cartel 


HE canny citizens of Hongkong are fall- 

ing out of love with their own currency. 
That could spell an end to the bank cartel 
that sets interest rates on selected time de- 
posits of up to HK$500,000 ($64,100). It 
could also mean doom for more of the colo- 
ny's smaller local banks and licensed de- 
posit-taking institutions. 

During the 1980s total deposits in the 
colony grew tenfold, to HK$890 billion by 
October 1989. But with China's takeover of 
the colony switching from a matter of if to 
when, the proportion of deposits denomi- 
nated in local dollars fell from 86.396 of the 
total to 38.796, while the share of total lend- 
ing thus denominated fell from 56.596 to 
43.296. The shrinkage has accelerated in the 
year since the Tiananmen Square massacre. 
The Bank of China and its local sister 
banks, whose deposits are mostly Hong- 
kong-dollar-denominated, lost 10-1596 of 
their total deposits in the immediate after- 
math (requiring the Hongkong government 
to pump an emergency HK$194m into the 
banking system). 

Mr Andrew Freris of GT Management, a 
firm of fund managers, says that these de- 
clines are not simply a result of political un- 
certainty. The relative falls in deposits and 
loans denominated in Hongkong dollars 
also reflect the growth in Hongkong traders' 
international business, the increasing “off- 
shore" nature of Hongkong banking (espe- 
cially as a centre for financing syndicated 
loans), and the artificially low level at which 
Hongkong dollar deposit rates have been 
kept by the interest-rate cartel. 


B2 


This cartel is increasingly redundant. 
Depositors are free to put their money into 
other currencies. Many have departed into 
yen, D-marks and, though less than of yore, 
American dollars, a form of saving that has 
been virtually free of exchange-rate risk 
since 1983, when the Hongkong dollar was 
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pegged to the American one. Only currency 
gamblers with a taste for the longest odds 
would be holding Hongkong dollars in the 
hope of the currency appreciating in the un- 
likely event of the peg being lifted. 

Recent changes to the way the peg w 
maintained have also given the government 
more, and the banks less, influence over set- 
ting interest rates. At the same time, the 
bank cartel is also under pressure because 
bigger banks, with shareholders to satisfy, 
want to break ranks so that they can use 
their greater muscle to compete for a bigger 
share of such cheap deposits as are available. 
Local retail banking is dominated by the 
Hongkong & Shanghai Bank with 268 
branches, by its affiliate, Hang Seng Bank, 
with 115 (including one in every mass-tran- 
sit railway station), and by Standard Char- 
tered Bank with 116. 

Localcurrency deposit rates seem 
bound to rise, if allowed to, because Hong- 
kong-dollar deposits are in short supply. At 
the beginning of the 1980s there was 
HK$100 in deposits for every HK$93.50 
lent. By the end of the decade, for every 
HK$100 in deposits chere was HK$135.^^ 
lent. Since the government needs local d 
lars to finance its infrastructure programme 
until 1997, there seems little chance that the 
demand for loans will ease. Either deposit 
rates will have to go up or interbank rates 
will have to rise as banks turn to that volatile 
market. In either case, the banks' cost of 
funds should increase. 

If the interest-rate cartel does go, it will 
be smaller banks that will find their profit 
margins most under pressure, because they 
are most dependent on local-currency de- 
posits. Recently, the spread between local- 
currency deposit rates and the best lending 
rates has been 4.7596, against a spread of 
0.596 for foreign-currency deposits. 

The smaller banks are worst equipped 
to offer a wide range of foreign-currency de- 
posits so as to retain their depositors' loy- 
alty. They are also vulnerable to a shrinkage 
of their collateral base if Hongkong resi- 
dents continue to borrow locally to invest 
abroad, and if the value of those local assets 
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Northern Telecom helps shift billions of dollars a day. 





But we also help if it’s peanuts. 


Who do bankers bank on? 


For the Brussels-based Society for Worldwide 


iterbank Financial Telecommunication (S.W.L.ET.), 


the answer is simple. 

Northern Telecom. 

S.W.I.E T. provides transmission services among 
major banks round the world. They chose us to 
provide them with the most reliable data network 
available.We are, after all, not just Europe's, but also 
the world's largest supplier of data packet networks. 

When completed, this telecommunications 
solution will connect some 2,600 bank locations in 
over sixty countries. 


So much for the big money. 





Now what about the peanuts? 

For Cargill, one of the leading agricultural and 
commodity companies, the problem was entirely 
different. They needed an internal phone system 
that ensured fast and reliable communications 
between their commodity traders across the world. 

They chose Northern Telecom because no one 
sells more advanced business communications 
systems than we do. 

Just two of the ways in which Northern Telecom 
advanced telecommunications products are helping 
both big and small businesses in more than one 
hundred countries worldwide. 


Can we help you? 


northern 
telecom 
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China World Hotel 


BEIJINC 


HOTEL * CONFERENCE * EXHIBITION CENTRE 
A SHANCRI-LA INTERNATIONAL HOTEL 


CHINA WORLD HOTEL, NO 1 JIAN GUO MEN WAI AVENUE, BEIJING 100004, CHINA. TEL: (1) 505 2277. TLX: 222981 THBBC CN. FAX: (1) 505 0828 


SHANGRI-LA INTERNATIONAL: AUSTRALIA (008) 222 448 + BANGKOK (2) 236 7777 © HONG KONG 810 7782 © KUALA LUMPUR (03) 230 6248 * SINGAPORE 535 7876 
* TOKYO (03) 667 7744 
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porate Mending i is property-related. Banks 
ve paid scant heed to warnings by the reg- 
tors a year ago that they should be careful 
seabout the quality and quantity of their ata 










a ) falls. About à third a al 3 


erty lending: instead, they have let this rise 
to a record level. Only banks with interna- 
tional networks, which tend to be the bigger 
ones, can easily put more international as- 
: sets on their books. | 





| : Japanese financial deregulation 
urely but C on 


. TOKYO 





As the OECD. points out in the icd edition of its Financial Market - 
— Trends*, no part of financial services has undergone such a transformation — 





SO slowly 


as the securities industry. In Japan such change is coming not in one big 





bang buti ina series of annual 


à nf from when a Ministry of Fi- 











-acd the next piece of blue touch-paper to be 
. lit. Those awaiting the fireworks have sev- 
:. eral years to while away yet. 

à In its interim report published on. May 


x 28th, the Securities and Exchange Council: , 


: urges the finance ministry to let banks into 


the securities field through subsidiaries, en- - 


. dorsing last year's recommendation by the 


| Financial System Research Council. As a- 
follow up, the Securities and Exchange 


` Council recommends that the ministry in- 
“vestigate ways of letting securities firms into 


“the banks’ protected patch of foreign ex- . 


E change, and their subsidiaries into banking. 


That study should be good for a further - 


- year's delay. Subsequent discussions on how 


- «best to revise the Banking Law, not to men- 
‘tion the Securities and Exchange Law, could ` 
take at least another year apiece. At this rate 
Japan will have to wait until the twenty-first - 


century to get the open financial markets 
that America got in the 1970s and Britain in 

e 1980s. Little wonder that Mr David 
^Mulford, America's Treasury under-secre- 


tary, again lambasted the slow pace at the | 
. latest round of the two countries’ talks on © 


~ financial issues in Tokyo late in May. 
Still to be resolved is precisely what kind 
of subsidiaries the banks and brokerages 


. should be allowed to set up. Last year the - 


Financial System Research Council nar- 
rowed the field to two types: 


€ Separate but specific wholly-owned sub- - 


 Sidiaries. As in Canada, a bank would be al- 


lowed to own, say, a trust-bank subsidiary . 
and a brokerage subsidiary; a securities firm © 


could set up one subsidiary to go into bank- 
ing and another to manage trust funds. 


e Multi-function subsidiaries that would let 


banks or brokerages offer a variety of finan- 
cial services through a single wholly-owned 


_* "Recent Trends in the Organisation and Regulation of - 


Securities Markets.” Financial Market Trends No 46. 
May bine OECD. | 





-. change Council, with its pater- 


one pide group ba rid ~~ pal interest in the brokerage 


the banks kept out of stock- 


. pan's scores of smaller broker- 


an p squibs = 


j subsidiary, but to wholesale IE s 


customers only. 


The Securities and Ex- 


business's wellbeing, wants 


broking "for the time being". 
The big four securities houses 
(Nomura, Daiwa, Nikko and 
Yamaichi) can look after | 
themselves; not so most of Ja- 


age firms. Few of these could match die re 


. sources, reputations and branches the big 
- banks could deploy for selling stocks to indi- 


viduals. Hence the industry's desire to hold 
the line at the wholesale leve. —— 

The Securities and Exchange Council is 
also reluctant to see changes to Article 65, 


Japan's clone of America's Glass-Steagall act 


that separates commercial and investment 
banking. The council says that if bankers are 


^ free to play at being. stockbrokers without. 
firewalls being put in place, lots of i investors 
and savers risk being burnt. 


Not surprísingly, Japanese banks see it 
differently. The big commercial banks have 
lost most of their fat-cat industrial custom- 


ers for loans to the capital markets. Thrown. 


back on retail business, they have found - 
that upstart leasing and consumer-credit 


firms have snatched much of the lucrative - 


financing of homes, cars and fancy appli- 


ances. At the same time, though they have — 
been active in underwriting Eurobonds, 


lending to foreign enterprises and dealing in - 


foreign currencies, their international. oper- E 
ations still contribute much the same proe- 





portion of profit as they did a decade ago. . 
All the big banks have really been successful 
at is stealing small to medium-sized corpo- 


tate clients from their regional brethren. - 


The only big area left for Japanese banks 


to expand in is securities. Though barred 


from underwriting and dealing in securities 


-other than government bonds, banks have 
been nosing into every nook and cranny 
. open to them. Starting in 1984, they now do - 
^ more than ¥3 trillion ($200 billion) worth a” 


- domestic affair. The Americans, in, particu- 


new bill for financial services, the Riegl 
| Garn bill, which is likened to the “Su 
fs Aid 
| Though unlikely to become law, it is a cle 
^ warning to Japan that America is tiring ; 


-kets while Japanese banks continue: 
.' Sources-of money. Japan's behemoth. 
` still raise 30% of their deposits via regu 
interest rates. Mr Mulford spent mu 


« pan to deregulate the remainder of its: 


n in 


















private ‘bond Solace 
Pm investment 


| Mae thee avead of brdn da | 

» he finance ministry 
PPS orant their wishes—but not 
- First, i it wants to reach a consensus amon 
other financial firms—in insurafice as. well 
as stockbroking—about an equitable carve- 
up of the spoils. That will take time. Unfor- 
tunately, deregulation is no longer a purely 




















































lar, are ‘unhappy with Japan's snail's pace 
This is seen in Washington as yet ai 

other Japanese barrier to trade. Last mon 

the Senate Banking Committee approved 


provison for merchandise ti 


being kept out of many of its financial 


.protected and allowed access to c 








recent trip to Tokyo trying to per 


. est rates within a year. So far, to no a 
The Japanese authorities fret abo 
impact that deregulated rates would ha 
the shaky shinkin (credit associations 
a series of rash loans for property spec 
tion on top of some careless investme 
the stockmarket, one in seven of Japa 
shinkin is reckoned to be in the red 
about the only thing preventing a “thri 
sis" in Japan is that 7096 of shinkin fun 
raised from carefully regulated source 
regulate that and Japan could see its bigge 
banking crunch i in decades. b 





T WATCH 


Featuring an official, solid 24kt gold ingot 
issued by the world famous Swiss Bank Corporation. 


Solid 24kt gold. Gleaming. Precious. Its 
power inspires success, its presence proves 
it, Now, it's the ultimate accent of distinc- 
tion for a precision timepiece. 

This classic watch radiates the power of 
gold in its purest form: .999 fine. In a solid 

! | | one gram 24kt gold ingot, issued by the pres 
nen TREE PNE tipious Swiss Bank Corporation. 


Swiss Precision and Quality. 


One of Switzerland's finest private watch- 
makers has crafted this timepiece exclusively 
for the Danbury Mint. The precise Swiss 
quartz movement assures lasting accuracy. 
The strap is genuine leather and the shower- 
proof watchcase is electroplated with a full 
three microns of 22kt gold. 


Easy to Acquire. 


The Swiss Bank Gold Ingot Watch costs 
just $195 plus $3 shipping and handling, pay- 
able in five convenient monthly installments 
of $39.60 each if you pay by credit card. If 
you are not completely satisfied, return it 
within 30 days for replacement or refund. 
Return the reservation application today! 
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"EEEERRRRRRR-BOOOOOMMMM, 
only more so. That, in a nutshell, is the 
popular version of the death of the dino- 
saurs. À vast explosion, caused by a comet 
or asteroid hitting the earth 65m years ago, 
is supposed i to "have. Spe the Em bus 








ine for tens rat miles c of years at the 
e—were among those to succumb. 
Lv There are some who doubt this story, 
. preferring less flashy tales. One criticism is 
that there is no direct evidence for an im- 
. pact; there is no crater. Without such a 
smoking gun, there can be no definitive ver- 
dict on the dinosaurs' death. That hole in 
the theory may now be filled by a hole in the 
ground. Evidence is accumulating that the 
impact was in the Caribbean. In a recent is 
sue of Science, two planetary scientists sug- 
gest they may have found the crater. 
"The circumstantial evidence for an im- 
; pact can be found in the geological strata 
corresponding to the end of the Cretaceous 
(K) period of the earth's history and the be- 
` ginning of the Tertiary (1T) period. This so- 
. called K-T boundary layer marks the time of 
the mass extinction: the rocks below carry 
fossils. of many species missing in the rocks 
_ above. It also bears the signs of an impact: 
7"tticles of quartz that have been flawed by 
mense shock waves, and microtektites, 
small droplets of glass found around impact 
craters. Most telling, perhaps, is the relative 
abundance of iridium—a metal rare on 
-earth but common in meteorites. | 
~~. Although such evidence is found all 
. around the world, it is not evenly spread. In 
America two separate layers can be seen. 
One, the “fireball” layer, is thought to be 
fallout from the world-girdling pall of 
smoke and dust thrown high into the atmo- 


sphere by the impact, which would have. 


_ slowly: settled over a period of months or 
years. Below it—and thus pre-dating 
dt--there is a thicker “ejecta” layer: stuff 


thrown up by the impact that fell straight. 


back down again. The fireball layer may be 
` much of a thickness all the world over; the 
ejecta layer should: be thicker closer to the 
site of the i impact. —. 
So where is it. thickest? Mr Alan Hilde 
brand and Dr William Bo: mton, from the 
niversity of Arizona, have be res dd a 








SCIENCE AND TECHNOLOGY 


[he smoking crater? 


COLOMBIA 


layer of clay at the K-T boundary in Haiti 
which was, until recently, thought to have 
come from a volcanic eruption. It contains 
iridium, and also some unusual pellets 
which appear to be the remnants of tektites, 
the drop-shaped splashes of glass made 
when splashes of molten rock solidify while 
flying through the air. The clay layer is 
about 25 times thicker than any other 
known ejecta layer. 

A half-metre layer of ejecta must mean 
that Haiti was quite close to the centre of 
any impact. Other evidence strengthens the 
case. Samples from holes bored into the 
ocean floor show that the floor was scoured 
clean at that time. The scouring might have 
been due to waves. The impact would have 
produced waves higher than the highest 
peaks of the Alps, and these could have 
caused erosion on the sea floor—but only 
within 1,000km of the crater. Farther away, 
when some of their energy had been spent, 
they would not have been able to affect the 
abyssal depths—though they were still capa- 
ble of causing havoc when they hit land. 

The Haitian clays and the deep-sea drill- 
ing seemed to point to the Colombian ba- 
sin. After studying seismic surveys of the re- 
gion Mr Hildebrand thinks he has, indeed, 
found the remnants of a crater. North of 
Colombia, covered by 2-3km of sediment 
from the Magdalena river, there is a depres- 
sion, about 250km across, in the underlying 
crust. On its north-west side it is edged by 







































faults in the crust, arranged as concentric 











arcs. The magnetic field aroun 
is unusual, as it might be i 
rocks had been melted and res 
Further seismic and mag 
data, searches for thick eject: 
ers in Colombia and Venezu 
and (most importantly) establisl 
ing a precise date for the fo 
tion of the structure will. 
whether the spot has indeed bee 
found. If the structure turns:ot 
not to be a crater, then geologi 
, may give up looking. The Color 











































At the end of the Cretaceous period. it. wa 
part of a larger sea that linked the Pacif 
and the Atlantic. Since then South Am 
has drifted westward, closing the gay 
tween the oceans, and in so doing has d 
stroyed much of the sea floor. The c 
could have been destroyed by the relen es 
drift of the continents. 
If it has not been destroyed, ies 
picture of what happened at the K-T bou 
ary may soon be made clearer. Thor 
analysis should show roughly how big: 
crashing body was, and might help. 
whether it was a comet—made mo 
ices—or a small asteroid. That would allo 
more detailed account of the sorts of c 
that would have ensued after it arrived 
Such research could help to unloc 
mysteries of the mass extinction. At pri 
there is a host of means by which the ir 
could have killed things off. The world- 
pall of smoke and dust would have brou 
darkness and cold. Fires lit by hot fragm 
would have swept through forests—t 
a lot of soot in the K-T boundary laye 
least in some places. Water-vapour and 
bon dioxide from the burning could. 
boosted the greenhouse effect; oxides. of 
phur and nitrogen could have caused 
rendous acid rains. Poisonous fumes 
the fires could have wiped species out. ; 
This makes it seem extraordinary 
anything survived, but many groups o 
cies seem to. have sailed through it a 





























































arose, or c that some were d push 
adapt to the longer-term disturbances. It 
ms likely that different conditions ap- 
lied in different places: America may have 
ad much more than its fair share of the 
ly problems, like giant waves and winds 
500km an hour. Finding a smoking gun is 
le compared with untangling the com- 
ties that follow violent death. 


molecules 
he importance 
of bonding 


NHEMISTS are making molecules that 
their textbooks tell them should not 
st; Dr Hubert Schmidbaur and his team 
‘Munich's Technical University have 
made carbon and nitrogen atoms bond to 
ve or six atoms of gold; this is odd because 
they are usually thought to bond only with 
up to four other atoms at a time. As yet the 
‘new molecules are mere curiosities. But, per- 
haps as the basis for a new generation of cat- 
_alysts, they could one day make some rather 
boring substances do useful chemistry. 

- ^. The successes of modern chemistry, 
aich as pharmaceuticals and polymers like 
nylon, rest largely on ideas of chemical 
bonding that were handed down from the 





-chanics won the hearts of more theoretically 
‘minded chemists. In the traditional picture, 
toms are imagined as having a fixed num- 
er of chemical bonds in a rigidly organised 
hape. These ideas are enshrined in the 
emistry-set models made from coloured 
ils (representing atoms) and sticks (repre- 
ating chemical bonds) that provide practi- 
ly everybody's notion of what molecules 
ok like. 

Most chemists are quite happy with 
e ideas, mainly because they work. What 
they to make of Dr Schmidbaur's mole 
les, which are described in a recent issue 
Nature! This is where the theoreticians 
e in. To them, such crude images as mo- 
lar balls on sticks pale before the eso- 
: ‘splendour of quantum mechanics. 
Jith the aid of computers, the mathemati- 
machinery of quantum theory allows 
- to predict (among other things) 
ether a certain molecule is likely to exist. 
do this, theoreticians have had to find a 
isticated conception of chemical bonds 
t makes them more than just sticks. 
"Most chemists think of the bonds as 
pairs of electrons that are shared between 
irs of atoms in a molecule. (Thus in a mol- 
ule of methane, which consists of one car- 











‘nineteenth century, before quantum me- 


atom and fourk rydrogen atoms, each of od 


E four dlectións | in die carkich atom ‘is s paired 
with one electron from a hydrogen atom.) 


These electron-pair bonds repel each other 
and try to get as far away from each other as 
possible. The structure of a molecule is de- 
termined by this repulsion. For example, in 
many of its compounds carbon has four elec- 
tron-pair bonds that, by repelling each 
other, point to the corners of an imaginary 
tetrahedron. lt is easy to represent such 
ideas in terms of balls and sticks. 
Theorists, on the other hand, visualise 
chemical bonds as more fluid (or, as they 
y, "delocalised") intermingling clouds of 
electrons. In the 1970s they predicted that 
elements such as boron, carbon and nitro- 
gen should be able to form more than four 
bonds at a time, even though four is the 
maximum allowed by the ball-and-stick 
model. The new, odd gold compounds bear 
out the predictions—and can be explained 
only by supposing that the bonds connect- 
ing carbon or nitrogen to the gold atoms 
must contain fewer than two electrons each. 
That means dropping the idea of electron- 
pair bonds. 
As well as confirming the theoreticians' 
ideas about what happens inside molecules, 
the new compounds could give rise to new 





kinds of catalysts. In the early 1980s chemi- 


cal companies were keenly interested in mol- 
ecules containing clusters of metal atoms. 


They thought that such molecules would be 
able to mimic what happens at the surface of 
metal catalysts in industrial chemical pro- 
cesses, such as the conversion of nitrogen to 
ammonia. But they did not have much suc- 
cess because such molecules imed out to 
be too unstable. 

By trapping metal atoms in their un- 
usual way, the gold compounds seem to be 
stable enough to do various jobs. Theory 
predicts that the gold clusters ought to be 
able to trap two carbon atoms and to stabi- 
lise some highly reactive bits of molecules. If 
the clusters can be made to jump through a 
few more chemical hoops which ; 
Schmidbaur and others are holding up for 
them, then they could make methane react 
to form more complex hydrocarbons. Meth- 
ane, which is abundant, could then be used 
instead of oil as a chemical "feedstock"— 
the raw material for industrial chemistry. 





technique for 


- tion of DNA, formed 


in mung systems ` 





Grow your own. 
mosquitoes 


RIGHT biologists looking for a patch to 
specialise in could do worse than to 
plump for insects' immune systems. This 
subject used to be a backwater, but thanks 
to genetic engineering, studies of how in- 
sects fight disease may yield a new supply of 
potent drugs for people—and of novel ways. 
to control insects that transmit: tropical 
diseases. 

Insects are much the most TOE 
group in the animal kingdom; at least part of 
their success must be due to effective de- 
fences against disease. Superficially, a fly's 
immune system is like man's. lt has 
haemocytes, blood cells which directly at-. 
tack and kill parasites and micro-organist. 
that enter the flies, just as human T-ceus 
(thymus-derived lymphocytes). do in peo 
ple’s bodies. The insect's immune system 
also produces. low-molecular-weight. pep- 
tides, cecropins and lectins, which have ef- 
fects roughly resembling those of antibodies 
and can kill parasites in minutes. 

Among the front-runners studying this 
field are the scientists at the Wolfson Unit of 
Molecular Genetics in the Liverpool School 
of Tropical Medicine, led by Dr Julian 
Crampton and supported by the Wellcome 
Trust, the Medical Research Council and 
the World Health Organisation. Over the 
past two years Dr Peter Ham in Liverpool 
and others elsewhere have identified the 

genes for some of the protective substances 
odi in insects, cloned the genes (ie, in- 
serted them into laboratory cell-cultures and 
multiplied them there) and used the cultures 
to make the substances. Because some o 
them are effective against all sorts of org: - 
isms that cause disease in insects, they n 
also prove effective against some organisms 
that cause human diseases. Preliminary tests 
suggest they may even be valuable apain 
cancer, 

Another way to exploit insects’ immune 
systems for the benefit of man might be to 
spread genes among insects in the wild in 
order to prevent them transmitting disease 
to people. Mosquitoes are a prime target; 
the Liverpool team has developed a reliable 
creating = "transgenic" 
mosquitoes—mosquitoes with foreign genes 
introduced. 
^, The technique TE injecting a solu- 

from the gene to bein- 
serted, into two-hour-old mosquito em- 
bryos, using a. very fine pipette. Unlike the 
embryonic cells of mammals, the dividing 
nuclei in an insect embryo are not separated 
by cell walls. This makes it much: easier for 
injected DNA to get into the nuclei. li n about 
MP of the ae mee in the | 












ids. its way. into 
> reproductive organs 
of the mosquito that 
grows from the embryo. 
/ This means that the 
. added genetic material is 
passed on to all the off- 
spring of that mosquito. 
. >. Apart from the vir- 
^ nr of leaving other spe- 
cies unscathed, this 
"method would have thé ^ 
advantage of gradually 
replacing a "dangerous ` 
wild population with a. 
harmless one, instead of 
‘wiping it out. Thus 
there would be no gap 
-left to be filled later by 
another  disease-trans- 
mitting strain. 
Dr Crampton' s group is studying sev- 
d genes that might be fed into the wild 
.. pulation. One of them sets the rhythm 
: for the mosquito's daily behaviour and con- 
trols the beat of its mating song. Introducing 
a mutated form of this gene could disrupt 
both the mosquitoes’ ability to feed on peo- 
ple and their ability to mate and breed. In- 
troducing altered versions of the genes that 
code for the defensive chemicals of the im- 
mune system could produce mosquitoes 
which were so resistant to the human dis- 
eases they normally transmit that they no 
longer transmitted them. 7 








New ad improved 


One of the more in- 
teresting tricks of the 
mosquito's immune sys- 
tem is the one that 
makes some mosquitoes 
resistant to malaria and 
so unable to transmit it. 
Resistant mosquitoes 
produce sticky lectins, 
which fasten on to plas- 


modia, malarial para- 


outer wall of the insect’s 
gut. There the plasmo- 
dia normally divide to 
form | thousands of 
sporozoites (the stage of 
the parasite's life cycle 





The lectins stuck to the 
parasites attract haem- 
ocytes, iih daour the parasites before 
they have time to divide. Genes that pro- 


möte such mechanisms are being studied, as 


are others which make mosquitoes resistant 
to filariae—worms which, when passed on 


to humans, cause disease. 


Án even more sophisticated approach 
on the horizon is to insert "antisense" 


genes. These would be designed to cancel | 


out a particular gene—such as one normally 
responsible for disease resistance—leaving 


the mosquito so vulnerable that it would 


have no time to transmit disease before oy 
ing itself. | 





Antibiotics 


oword or ploughshare 


"JUST 50 yéars ago, on the morning of Sat- 










ts. on mice which demonstrated the 








dy is sure how antibiotics first came to 


: exist in the microbes that produce them. 
, Scientists want to find out, because this 








l knowledge might help them to track down 
. new antibiotics, which are becoming rapidly 


-harder to find. Two papets, soon to be pub- 
„lished, by Dr Dudley Williams and his col- 
«leagues at the University of Cambridge, and 


“Dr Julian Davies, of the Institut Pasteur in 
Paris, proffer different answers to the 
-question. 

a Nobody. knows what (if anything) anti- 
- biotics do in the natural world outside the 
laboratory. But on the laboratory bench, 
antibiotics attack — organisms which are 
harmful to the - organisms that produce 
them. They work against their targets in pre- 
_ cise ways, almost as if they. had been specifi- 
- cally Sin to combat at fhem, blocking the 


i ; urday May 25 1940, Howard Florey and 
cr his colleagues carried Ouf some experi- 


'.. ibiotic effects of penicillin. Since then 
. penicillin and other antibiotics have helped 
_to save innumerable lives. Yet even today 


synthesis of big molecules, such as DNA, pro- 


teins or the molecules that are used to build 


cell walls. 
Dr Williams supports an intuitively ap- 
pealing view: that antibiotics evolved as 


weapons to be used in fights with rival mi- 
crobes. The soil harbours a teeming zoo of 


micro-organisms. One gram contains over 
Im bacteria, Im actinomycetes (fungus-like 
bacteria), just under 1m protozoa, almost 
Im fungi and up to 10,000 algae, each strug- 
gling to survive. Antibiotics could give or- 
ganisms an advantage over their rivals, and 
thus they could have become fine-tuned for 
their destructive task by the competitive 


pressures of evolution. 


Dr Williams argues that the fact that mi- 


crobes have evolved in all sorts of environ- 
ments can help to explain the huge variety 
of antibiotics. He assumes antibiotics have 
some present day function because it would 
be inefficient for an organism to waste en- 


ergy making chemicals it did not need. 


But the weapons theory is not water- 


tight. Although the world of the soil is. antibiot: 
highly competitive, nobody has yet been... 





spread so diffusely Some are found 
sites attached to the. 


thinks they are molecular fossils, 
synthesised four billion years ago at the t 
that invades people). 


‘once helped to make other cell chemi 


that evolved later on. These primordial z 


study of tetracycline and other antibiotics 
that work by interfering with the way pro- 


to ribosomes, the bits of the cell which. 


it may well pre-date DNA. So the binding- 
sites, like the antibiotics themselves, could 


to this theory, modern antibiotics work via 


antibiotics has shown that these substances 
: do not merely inhibit the making of pr 
teins. In sóme conditions (for example, 
low concentrations) they can also help 
along. Bacterial mutants that depend 


isolated; they could be evolutionary thr 
- backs. Antibiotic-like chemicals have | 


clues to the organic molecules knov 
~ have existed in the primitive days o | 
earth. Again, this evidence is far fra 
: conclusive. 


Instead of screening bugs for inhibitory 


ability to promote protein synthesis, ani 
; do other jobs. Whichever theory is corre 


simple microbes, could be an abundant: 






toad, Xenopus, produces a pe 


able to demonstrate that antibiotics a 
in the fight for survival. Admittedl 

the reason for this is that it is difficu 
sign an experiment that could prov 
However, if antibiotics have evolved jus 
combat rivals in their own environment 
niches, why are the receptors for them 
the biochemical keyholes they slot i 





































mammals. Even the organisms that proc 
antibiotics have receptors for them. - 

This is why Dr Davies has develope 
alternative—and more speculative—th: 
to explain the emergence of antibiotics. 


when amino acids (the building block 


proteins) and nucleic acids (the buik 
blocks of DNA and its relative RNA) were: 
made. Dr Davies believes that antibio 


acting perhaps as templates, until they w 
replaced by larger, more efficient molecules 


biotics eventually changed their roles to` 
come fighters. —— 

Support for his theory comes from. the 
teins are made. Such antibiotics bind tightly 
churn out proteins.: Binding sites for these 
antibiotics have been identified in the RNA 
found in ribosomes. This RNA is thought to 
have been part of the earliest forms of life— 
be remnants of a primordial past. According 
interactions at these ancient but well-con- 


served binding sites. 
Work involving thiostrepton and othe 


antibiotics for protein-synthesis have 


identified in meteorite dust, which | € 


If, however, Dr Davies is correct, t } 
might be novel ways to find new antibio 


actions, ways might be found to detect t 


other organisms, apart from the tradition 


source of antibiotics. It has recently b 
shown, for example, that the African cla 
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The silent fifth of mankind. 





REE ONE AND REVOLUTIONS: mee Fic THE 1800s TOTHE 1980s. By Jack Gn Oxford 
University Press; 456 pages; £35; £11.95 paperback ` — 
THE SEARCH FOR MODERN CHINA, P ae sage Ww. v. Norton; 87 6 pages; $29, 95. 


Hutchinson; £19.95 


JACK before the superpowers, e 


E there used to be mere great powers” 


building less ambitious empires, the most 


gnificent civilisation could be found in 
vina. Of course, East Asia has changed a 


great deal in 200 years. Japan has risen to be. 


the world’s second-largest economy, and a 


clutch of smaller economies in the region 


are rapidly emulating Japanese success. But 
-by far the greatest change is in the state of 
China. Once, as Jack Gray notes, this was a 
great civilisation comprising the most prom- 
sing quarter of mankind; it is now a frus- 
“trated empire, languishing among the poor- 
-est-on the globe. Jonathan Spence suggests 
that China has been searching for a path to 
modernisation for several hundred years, 
-with no success: never well integrated with 
its surroundings, unsure of its identity, not 
even unambiguously open to new ideas and 
: technology from the world outside. 
— . China remains a proud and self-centred 
country which has territorial disputes with 
most of its neighbours and still has trouble 
“treating the nations of the outside world as 
quals. It is still a country inhabited us peas- 





- ante ala E an T elite. The guiding 


principles of the state are still authoritarian, 


— commitinist today as they were Confucian in 
the past. But this is also a land of rebellions 


and revolutions. In the era of communist 
rule, China: has heaved itself into so many 
different phases of revolution—communist 
revolution, cultural revolution, revolution 
of rising expectations—that the world has 


grown used to an unstable China. The 
Beijing massacre a year ago was yet another 


manifestation of China's unsolved search 
for a distinctly Chinese route to modernity. 
Both authors seem agreed that if the outside 
world was surprised by the China it saw on 
its television screens in 1989, then that said 
more about western misperceptions than 
about any change i in the reality of China. 
Yet it is also true that some of China's 
E have been more peaceful and 
positive. Perhaps the most striking attempt 
to modernise the country in the past decade 
has been China’s own integration of itself 
into the international economy. To be sure, 
this interdependence is patchy, with most of 
the benefit, as usual, going to China's cen- 


a country the size of China always 


-omy. As Mr. Gray remarks, China can 0, 
and has gone, both ways. Even in the eig 


doubling the size of their empire by con. 


neither of these wrist-breaking books dis- 


. tice to the sweep of China. Mr Spence has 


China common in the late Maoist period o: 


notes that by the time of the Great Prole 
ian Cultural Revolution of the late 19i 


tral Pacific coast. As Mr Spence points : 





“macroregions’ the size of European co 
tries. As some Europeans are busy build 
more common European home in the 
of modernity, so China seems to be crea 
several Chinas in the same cause. 

Thus the nation is torn between bei 
revolutionary power seeking satisfactio 
its territorial claims, and a modern, o 
power willing to take its chances in the 
dependent world of the global market eco 















teenth century, when western powers were 
already banging on China's doors along its 
Pacific seaboard, the Chinese were bus 





quering territory to the west. By the end o 
the century more than half of China's lanc 
bad a non-Chinese majority population. Ai 
a time when the world is contemplating the. 
collapse of Russia's empire, acquired around | 
the same time as China's, it is a shame that - 











































cusses the stability of the collection of lands 
put together as China. | 
Indeed, neither of these books does j jus 


more on culture, but his style is often plod- 
ding. Mr Gray is far more rambunctious and 
even entertaining to read, but he makes mis- 
takes. He also seems ‘wedded toa view o 


the early 1970s. It is surely by now bizarre to 
suggest that Mao Zedong was the only “hu- 
mane Marxist alternative. to Stalinism 
Mao’s Great Leap Forward in the late 1950s, 
for which Mr Gray retains a curious affe 
tion, led to the death of some 25m Chinese 
in the resulting famines of the early 1960s. 
Mr Spence aptly describes this horro 
China “devouring its young". Mr- Gr 
more understandable affection for the: 
est act of expropriation ever seen—the ( 
nese land reform; under which land. 
given to ordinary peasants in the first ha 
the 1950s—is usefully, but confusingly, 
anced by his appreciation of the undoin 
much of the land reform under Deng X 
ping in the 1980s. | 
Mr Spence is more incisive he 


Mao had strained the credulity of the ¢ 
nese people too far. By Mr Deng's timet 
needed, and were mostly given, a real 
provement in living standards. In his t 
cally understated style, Mr Spence m: 
the eerie observation that, on Mao's deat 
this fifth of mankind could be made to st 
still and silent for three minutes as a mar 


N THE first anniversary of the 
Beijing massacre, the bookshops 
are full of glossy books on modern 
China. But how is one to choose be- 
-tween the learned and the lurid? 

‘Most tempting are the lavishly pro- 
.moted memoirs of Liu Binyan (“A 
. Higher Kind of Loyalty”; Pantheon). Ina 
-country famous for its emasculated jour- 
nalists, Mr Liu was one of China's. most 
famous dissidents in exile. His publishers 
‘all him "China's foremost journalist”. 
_As one might expect, he tells terrible 
ales of political excesses. He also muses 
hat, in China's traditional culture of 
;conformity; the word "reporter" has a 

: questionable connotation. Not too ques- 
“tioning, maybe: though he proclaims his. 
„attachment to truth and higher princi- 
ples, Mr Liu admits to being slow-witted 
-about the politics he was reporting. 

— . Yi Mu is a less well known Chinese 
- journalist, but one determined to write 
. objectively. His "Crisis at Tiananmen” 
| (China Books) is one of the most bal- 
anced and perceptive accounts of last 
|. June's events, and his 40 pages on the 
| mechanics of manipulating the news in 
China might be illuminating even to 
- China's foremost journalist. 

I. Li Lu, one of the student a neat 
_ ers" in Tiananmen Square, makes an ap- 
pearance in most descriptions: of the ter- 
rible events of June 1989. His “memoirs” 
(“Moving the Mountain’, Macmillan) 
|] are more a self- indulgent prelude to the 
2n gripping tale of his role in shaking Chi- 
na's government. Mr Li explains in detail 
why the student movement blossomed 
and why it was blown apart. His evidence 
of the natural violence in Chinese soci- 
| ety somehow. makes his explanation of 
-the corruption and chaos in the student 
movement seem ordinary and normal. - 
- Mr Li hasnow ims the sad band of 



























































: pect m the old EAN, | 

Both authors evidently felt impelled to 
e on a hastily constructed epilogue about 
"Beijing massacre of 1989. Mr Gray, in 
- more thoughtful of these two attempts 
instant history, reflects on where Mr 
ng fits in to the long run of China’s rebel- 


| dominates the new in China leaves a 

eply pessimistic message. Even if China 
ild, in some unlikely event, cast off com- 
mism, it will Seager a country governed 
y an authoritarian elite. Equally depressing 
; the thought that even if China should re- 
urn to the path of reform, it is likely to re- 
jain an guine and unstable neighbour. 





ho 


ns and revolutions. His sense that the old. 

















e Ash, who had smuggle 





sd himself into the 
shipyard, wished him and his mates success, 
another said, shrugging his shoulders, 
"Maybe in 30 years. . .. " The end of the 
socialist Utopia that could not deliver even 
toilet paper was close at hand, but nobody 
knew. 

In July 1988 the Polish government 
spokesman, Jerzy Urban, was saying that 
Solidarity “ belongs to the past for good”. 


| = .He would, but even his Solidarity oppo- 









Chinese dissidents in exile. Like those E a ie 
who ran or were shoved out of the Soviet . || 


Union, he seems doomed to remain out- | 
side the political struggle taking place i in: 


side his country. Li Xiao Jun, a senior 


Chinese government official who chose 
to stay and fight, has written the most an- 
gry and least informative book on Chi- 
na’s drama ("The Long March to the 
Fourth of June”, Duckworth). But, like 
Mr Liu, Mr Li accepts that the Beijing 
massacre is best seen as a dangerous stage 
in a leadership struggle rather than as ir- 
rational and unprecedented violence. 
For a bigger picture of Chinese poli- 
tics, turn to John Gittings’s explanation 
of communist China’s mid-life crisis 
(“China Changes Face”, Oxford Uni- 
versity Press). Mr Gittings has long been 
Britain’s most perceptive journalist writ- 
ing on China, and he too dodged the 
bullets in Beijing in June 1989. But he 


emerged to write, with a mixture of pro- | 


fessional cool and humane passion, the _ | 
most careful explanation yet of why 
China is again in disarray. Long sceptical | 
about the pre-1989 reforms, Mr Gittings 
has no illusions that even their inevitable - | 
return will solve China’s problems. Nei- 
ther an optimist nor an idealist, he re- 
mains, at least, a real reporter. 
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Better than 1848 - 


We THE PEOPLE: THE REVOLUTION OF '89. By 
Timothy Garton Ash. Granta Books; 156 
pages; £4.99 paperback 

DEATH OF THE Dark HERO: EASTERN EU. 
ROPE 1987-90. By David Selbourne. Jona- 
than Cape; 274 pages; £13.95 


CC? ORTY years of socialism and there's 

still no toilet paper. ” That was how a 
worker taking part in a sit-in at the Lenin 
Shipyard in Gdansk in May 1988 summed 
up his grievances. When Timothy Garton 


= 


ents, who might have known better, were 
ssimistic. They continued to be so: Mr 





E Jarton Ash recalls lunching with an ex- 





and depressed Adam Michnik, a 
prominent Solidarity leader, on June 4 


I. 1989, the day Solidarity won a landslide vic- 


tor —~if aly. he had known it. 
“Mr Garton Ash, one of the most acute 





c. observers of Central Europe, wit- 
"nessed Utopia's spectacular. downfall in 
~ three other countries, Czechoslovakia, East 
: Germany and Hungary. But, in an admi 
ble book, the pages on Poland are the mi 

vivid. It is sound historical judgment that 
leads hím to conclude that the beginning of 


communism's crash in Central Europe was 


Pope John Paul's first visit to Poland i in June 
1979. “Here, for the first time," he writes, 

"we saw that massive, sustained, yet su- 
premely peaceful and self-disciplined mani- 


- féstation of social unity, the gentle crowd 


against the party state, which was both the 
hallmark and the essential domestic Ene 
of change in 1989, in every country. 
Except in Romania, of course, but even 
there, as he points out, the violence did not 
start from the crowds. 

As to Central Europe's future, Mr Gar- 
ton Ash draws comfort from the fact that, 
unlike the 1848 revolutions, quickly snuffed 
out by a combination of internal and exter- 
nal forces of reaction, those of 1989 do not 


confront comparable forces of external reac- 


tion. So it will be up to the newly liberated 
natives to show the strength of their cc 
mitment to concepts such as that of "c... 


society" developed during their long years 


under communism. 

David Selbourne's "dark hero" is Hein- 
rich Heine's. Communism, wrote Heine in 
1842, was "destined for a great, if tempo- 
raty, role in the modern tragedy”. That role 
is well and truly over after the famous vic- 
tory won by Demos, the people, in 1989, ac- 
cording to Mr Selbourne, a former lecturer 
at Ruskin College, Oxford. - 

. Mr Selbourne evokes vividly the atmo- 
sphere of pre-1989 Central Europe. In win- 
try Prague, for example, fur-wrapped citi- 
zens avoid the visitor's glances, minding 
their own business and perhaps dreaming of 
shopping trips to Vienna. But now that they 
can go to Vienna? Mr Selbourne's sense of 
history makes him an informative guide 
through the conflicts (particularly. ethnic 
and religious ones) accumulated under the 
communists and now the responsibility of 








their successors. Once on the left himself, he 

-addresses himself particularly to the western 
~ deft (narrowly seen as the Marxist left— 
strange how ex-Marxists seldom notice the 
existence of social democracy); a left whose 
refusal to face the realities of communist 
astern Europe he calls “a kind of intellectu- 
al treason; a betrayal not a of the truth 
of real people”. 
















Jentina’ s economy pr 





Tue CRISIS OF An C By 
Paul Lewis. University of North Carolini 
Press, Chapel Hill; 573 pages; $54. a 


TOHE conduct of. Argentina 's ecénomy 
since the 1940s has been criminally neg- 
ent. But, appalling as it may have been, 


t everybody will rush to the bookshop to 


spend $54.95 to read about it. Those who 
do will be rewarded. “The Crisis of Argen- 
tine Capitalism” is dramatic and pictur- 
esque as well as depressing. 

Paul Lewis, who is professor of political 
science at Tulane University, records, in an 
agreeably pithy style, the nuttiness inflicted 
on this rich country by successive: regimes. 
Surprisingly, he appears not to have talked 
to the International Monetary Fund or the 
commercial banks. This is reflected in the 
thinness of his technical coverage of the un- 
happy Alfonsin presidency. Nonetheless, 
his book is a splendid piece of politico-eco- 
nomic history from a free-market viewpoint. 

Looking at the two decades before the 
ascendancy of Juan Peron, Mr Lewis. does 
not have much to grumble about, except too 
much dirigisme. Farmers and businesses 
usually did well. But he comes down hard on 
Peron for ruining a semi-industrialised, 

d-exporting creditor nation that had 
«en untouched by war. All Peron had to do 
to make Argentina rich was to create a sta- 
ble business climate that encouraged private 
investment, and to aim for sustained non- 
inflationary export-led growth. Instead he 
created an inward-looking corporate state 
that discouraged exports and foreign invest- 
ment. This was, Mr Lewis writes, "the worst 
of all possible worlds—a vast corrupt bu- 
_ reaucracy running unproductive public en- 
 terprises and dispensing the country's sav- 
„ings in the form of welfare, armaments or 
patronage rather than investment.” | . 

Peron turned the 1945 trade surplus of 
$5 billion into a 1951 deficit of $2.7 billion, 
and let foreign exchange and gold reserves 
fall from $1.64 billion in 1945 to $395m in 
1951. In 1949 the stockmarket crashed. 
Consumer prices more than tripled in Pe- 

ron’s first three years. _ 
.. Nuttiness knew. few limits. "Intellectu- 
als" were required. to regi ister in tl 
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the corporate state. In return, magazines 
were required to run articles by them in 296 
of their space and book publishers were re- 
quired to allocate 1096 of their output to 
them. Half of all music played in public had 


to be by Argentine composers. 


Between Peron's two periods of power, 
civilians and generals made a hash of the 
economy too. The worst economy minister 


was probably Jose Martinez de Hoz, who 


caused havoc with his overvalued exchange 
rate. Only three economy ministers emerge 
with any credit from Mr Lewis's book: 
Alvaro Alsogaray, Adalbert Krieger Vasena 
and Roberto Alemann, all free-market men 


who put the private sector first and restored 


confidence for brief shining moments. 
When Peron returned to power in 1973, 


.he again tried to establish his corporate 


state. Inflation went from 3096 when he was 
inaugurated to 95096 in 1976, when his 


Poetry in Czechoslovakia 


Death has no adjectives” 


[IROSLAV HOLUB is Crechoslo- 
vakia's foremost living poet and one 
oi its most distinguished scientists. The first 


substantial collection of his poetry to appear 
in English was published in 1967, months 


before the tanks of the Warsaw Pact ended 


the Prague spring. Today the recent sea- 


change in the history of Czechoslovakia is 


marked by the appearance in translation of 
three new books, published by Faber and 
Faber: a collection of essays, "The Dimen- 
sion of the Present Moment"; a selection of 
his early poetry, "Poems Before and After"; 
and a new volume of poems, "Vanishing 
Lung Syndrome". In London last week Mr 
Holub talked to The Economist. 


Auden wrote, "When evening fell, the 
day's oppression lifted." But for you it 
has been half a century of oppression, 


from Munich onwards. What does it 


feel like to be emerging from tyranny? | 
We are talking about a span of tíme that 
represents, for me, the most part of my life. 
And in a sense it was the best years of our 
life—though lived under the most appalling 
conditions, and ones that we never really be- 


lieved could change. So in those first days - 
we asked ourselves: has it really ended? Can - 


we be sure? And then later I asked myself: 
but how long is human happiness? Perhaps 
it is only a theoretical state. Maybe it’s like 
spending the whole of one’s life wearing a 
shoe that is one size too small, and then, one 
morning, you take it off. But you soon forget 
you ever wore it, don’t you? Human happi- 
ness lasts maybe three to five minutes, and 
then you just go on living your life .. . . One 
positive thing is that now we no longer feel 


guilty for being Czechs, for being the ones 
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dent Carlos Menem fit? Mr Lewis offer 
opinion: his book stops before the el 
which Mr Menem won. The new presi 


state enterprises. It is just possible 
„might succeed. Those who read Mr Le 
: book will know why they should wish 


Menem well—but should save their 


a competitive exchange rate and k 




















widow, who had succeeded him as pt 
in 1974, was deposed. In those three ye 
Mr Lewis claims, not one foreign i investm 
was recorded. The government's prices 
export crops were so low that one year 
entire soyabean crop, worth $60m, 
smuggled out through Paraguay. | 
In this litany of errors, where will Pre 


is now on his second attempt at cutting 
fiscal deficit and inflation, and at prive 


until they see at least one big privatis 
and six steady months of small fiscal def 


inflation. 








who "mer to » Big Brother. 













Were you ever a communist? 

. | was never in the Communist 
was one of the few who never were. 
the communist coup of 1948, I was i 
Czech Socialist party. A 


Were you involved with Charter. 7 7 

No. I had to lead my two profession 
writer and scientist. Had I become involve 
I would have lost my freedom to wor 
science. | 


You started writing in the 1950s. \ 

was the atmosphere of that time?  - 
- In the early 1950s it was almost imps 

ble to publish or to write. This wast 








à Wenceslas Square Syndrome* E 































Eleven o clock at night, | 
Gilded by sodium light, the smog of silence 
Hugging the ground. The bronze eye 

of the horseback Prince 
Foliows the foot-patrol. Here and there 

à silhouette passes, 
Rather unreal. 


But from the linden that forgot 

To lose its leaves resounds a blackbird’s 
mighty voice, 

" The song rises and drops into the subway, 

Song of the only December schizophrenic — 
blackbird, 

Mighty, everlasting song of the only 
schizophrenic blackbird, 

^ Yes, of course; 

A song. 


























3 . * 1988; from “Vanishing Lung Syndrome" (Faber and Faber) 
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of the pink-faced, optimistic 
-eulogising Stalin. It was a very SER time. 
The party members were extremely fanati- 
cal, extremely dedicated. After the coup of 
1948, many people began by believing what 
l never could, that Czech communism 
would be different from the Russian variety. 
But this proved to be a dream, of course. 


And especially after the Slansky trials 
: Yes, with the big political trials, the ter- 
ible executions, the ugly antisemitic 
- passions that were aroused, it became clear 
-that ours was to be a direct copy of the origi- 
-~ nal, and so it was hopeless. And yet, as I say, 
“there were still. many, many people who 
Were proud to be in the party, who would 
march in the brigades and sing the songs. 
And the poetry, you saw it everywhere—on 
posters in the main squares of Prague—in 
taise of our great leader. Stalin, written in 
itiful formal metres, ali lies. | 


De that helps to — your dis- 
ust of lyricism in poetry? 

We felt adored: abandoned by Eu- 
ope—in spite of our sense of ourselves as 
ropeans. After Munich we were an aban- 
ned people, and then again in 1968. Espe- 
ally after 1968. For me, a state of lyricism 
ould have been psychologically impossible 
the circumstances that I have known. 
‘hen you live in a time that forbids you to 
ay anything that you wish to say, when you 
"obliged to. conceal part of yourself, it is 
ter not to speak about the self at all. It is 
etter not to express inner feelings because, 

ikly, you cannot flow about your feel- 
gs. The conditions are so terrible that the 

y thing po ssible is plain statement. No 

yricism is comment. When I be- 
as the situation of the total 











silence of poetry, and in such a period you | 


just speak in very plain words, describing 
small facts. You don't dream big dreams 
where you are not allowed to make big bub- 
bles of words with them. Equally, it is impos- 
sible to write big lyrical poetry about how 
beautiful it is to be in Prague nowadays. 
The second thing is, I was a boy in war- 
time, and my first encounter with the 
broader realities of life was hundreds and 
hundreds of dead and bloody bodies during 
the Pilsen air raids. Later I became a clinical 
pathologist, doing post-mortems. Any type 


of lyricism when face to face with death— 


manifold death—is superfluous, an imperti- 
nence even. Death is death. It doesn't have 
any adjectives. I have always felt that I didn't 
like adjectives. I like verbs and nouns, but 
not adjectives. The old regime taught us to 
suspect all adjectives—the Great Red Army, 
the Victorious Red Army, the Heroic Work- 
ing Class, and so on. The speech of the 
1950s-70s represents a sickness of adjectives. 


You were also obliged to write—when 
you could write at all—in a coded lan- 
guage, to outwit the censor. 

lt is a strange fact, but true, that censors 
are dull people. The less dull ones did not 
remain censors for long—they got smart by 
reading and reading, and had to be dis 
missed. So the censor was not a great obsta- 
cle. We writers communicated with our 
readers over their heads. Everybody under- 
stood that when you wrote about Julius Cae- 
sar, for example, you were talking about a 
Russian marshal. 


Your works sold out very quickly, didn't 
they? 

Yes, they did not even have to go on dis- 
play. They were sold under the counter. 


So what will happen now? How will 
normalisation affect your writing? In a 


sense, oppression must have given your 


poetry an edge—and this collusion be- 
tween reader and writer will be lost in a 
more tolerant age because you will no 


longer represent the covert spirit of 


dom. 

That is true, of course. Such regimes as 
the ones we experienced until November 
last were a big endorsement of the role of 


poetry, and gave great encouragement to its 


sales, because, as you say, the poet assumes 
the role of public protester, giving voice to 
general feelings that would not otherwise be 
vented in public. Gradually this role will be 
lost. To be criticised by the authorities be- 
fore publication stimulated sales enor- 
mously. Frankly, I do not know how it will 
affect my own writing. l am, of course, aware 
of themes that are waiting to be explored. 
One always has complaints, strong feelings. 
Even in a normal, open society there are in- 
ner and outer absurdities . . . . 





























Yemen's mud-brick buildings 


Help wanted 


SHIBAM AND SANA 


SHOULD anyone get: E about the 
old mud-brick cities of North and South 


Yemen? The two Yemens, so recently 


united, fervently hope so. The ancient mud- 
built buildings, often with many storeys and 
wonderfully decorated, have long been prey 
to flood, seepage, crumbling and undermin- 
ing. Now they are also victims of prosperity: 
ramshackle new plumbing, aerials on the 
roof, cars in the streets. But repairing and 
reinforcing the buildings is expensive, too 
expensive for relatively poor Yemen: so it is 
looking to the rest of the world for help. 
The city of Sana, the capital of North 
Yemen, is a model for what can be done. 
Sana has more than 7,000 mud houses, 
mosques and caravanserais, and has beer ^. 
most miraculously preserved. It has ; 
managed to organise an international cam- 
paign, sponsored by UNESCO, to restore its 
buildings. Foreign governments are lining 
up to adopt projects, providing money and 
specialists. The Italians have begun paving 
acres of streets, putting down cobbles in 
place of the ankle-deep. dust. The Norwe- 
gians have restored the copper caravanserai, 
now a craft centre in the centre of the souq, 
where all Sana can see it. The Swiss, the 
Germans, the Austrians, the Dutch, even 
the Japanese have their projects. Re- 
gentrification is encouraged: though most of 
the rich have moved out of Sana, they are 
being encouraged to. return. The co-ordi- 
nator of the campaign, Abdul-Rahman El 
Haddad, has been given cabinet rank; this 
strengthens his hand against the minister of 
transport, who wants to build a highway i in 
the flood-prone valley under the city wall. 
' Sana is lucky. North Yemen is politically 
tranquil; it has been a dozen years since the 





last presidential assassination and, despite 
the odd tribal skirmish, the country has ac- 
‘quired a reputation for stability, even for ef- 
ficiency. This encourages donor countries. 
It is also the capital, and airline connections 
_ to the outside world are reasonably good. In 
. South Yemen, by contrast, urban restora- 
tion gets rather short shrift. _ 
< The Wadi Hadramaut, in 
some 400 miles east of Adi 
country. The streams tha 








almost always contain water; sometimes too 


~ much, as in the devastating 1989 floods. In 
.the centre of the long oasis, Shibam rises 
like a mirage, a walled city of skyscrapers 
seven, eight, ten storeys high—and all made 


of unbaked mud brick. The neighbouring 
cities of Sai'yun and Tarim, once a great 


tacular and even less known. | 
—. Shibam is no ghost town; its 500 houses 
are home to 7,000 people, despite the de- 
ie of the spice caravans. Some of thes sun- 


dried houses have survived for half a 
millenium, but here too modern comfort — 
even on a South Yemeni scale—may prove 
fatal. The biggest problem is water. These 


houses have bathrooms and lavatories on 


their upper storeys; but where once people 
made do with a cupful of water, they now 
use gallons. Hastily installed plastic piping 


. tends to crack under a combination of water 
pressure and extremes of temperature. 


Shibam houses rest on foundations made of 
stones, clay and salt; the salt discourages 
ants and termites. Seepage is turning the 


underpinnings into a quagmire. First the 


foundations, then the walls crack; if nothing 
is done, whole houses will collapse. 
Yet no foreign country has adopted a 


-. specific project in the Hadramaut since the 
centre of Islamic studies, are almost as spec- .- 
_ fairy-tale (and mud-brick) palace in Sai’ yun, 

and installed a museum. Why not? Distance, 


Russians long ago restored the Sultan's 


partly: to get to the Hadramaut involves un- 


reliable aircraft and a gruelling 16-hour 


Masaccio 1, Rome 0 (after extra time) i 


ROME 


TALY-watchers know that Italian scan- 
dals, usually of a political nature, never 
seem to reach a conclusion. On June 7th, 
in Florence's Carmelite church, La Car- 
mine, one "scandal" will come to what 


should be its end. On that date, and with 


dance, the Brancacci chapel in La Car- 
mine will at last be opened to the _ 
public. The Brancacci, named af- 
ter the Florentine banker who 
. paid in 1423 to have it redecor- 
ated, is better known as "the Ma- 
saccio chapel". On its walls an es- 
tablished local painter named 
Masolino and a promising 23- 
year-old named Masaccio started 
modern painting. Masaccio was 
the more revolutionary of the 
two. Renaissance painting turned 
its back on the medieval and the 
. gothic thanks to his work in that 
chapel. Many later artists, from 
Michelangelo to Henry Moore, 
. have spent hours there doing 
| their homework or sketching. 
|| The tiny chapel was boarded 
| up in 1981 for much-needed restoration. 
|] As often happens in Italy, this did not 
mean that restoration work began. In fact, 
ultra-sonic monitoring, infra-red and ul- 
tra-violet scanners indicated that the real 
Masaccio frescoes were almost invisible to 
the naked eye, deeply buried as they were 
beneath centuries of lamp-black and lay- 
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ers of paint and wax applied by well-mean-- 


ing earlier restorers. 
After nearly three years of dithering by 





-.President Francesco Cossiga in atten- 


. Rome's Ministry of Cultural Heritage, the 


chairman of Olivetti, Mr Carlo De 
Benedetti, offered a blank cheque to the 
ministry to pay for the restoration in Feb- 
ruary 1984. The results are marvellous. 


And they could perfectly well have been ` 


on public view from January 1988, when 
the able restorers laid down their tools. 








That is the Masaccio scandal, inflicted on 
the hundreds of thousands of people who 
have gone to see the treasures of Florence 
over the past 2!/ years. 

When the restorers started working, 
their scaffolding required the removal of a 
seventeenth-century baroque altar, al- 
most 30 feet high, which partly blocked 
the chapel's only window. Behind the al- 


tar they found two portrait medallions 


painted by Masolino and Masaccio. Pro- 


ro 


~ some fall-out for the Hadramaut. North 





important work, and one in Florence it 
self, could not be seen because of bureau 










































drive through spectacular mountat 1s 

the chief problem is political. The tun 

ous history of South Yemen has. 

deared it to prospective donors. As the« 

avowedly Marxist Arab state, it long 

boured under (or gloried in) a reputatio 

a haven for the world's extremists and 
-rorists. There was also a ia civil we 
1986, in which 10,000 people were kille 
ten days and thousands of others fled. 

Now that the Yemens are united, 

in the South. hope that the renowr 

good fortune of the Sana campaign wil 


_menis are making the right noises. For y 
the West Germans have been footing t 
bill for the restoration of the manuscrip! 
the main mosque in Sana. In February, f 
the first time, the specialist in charge was. 
lowed to go to Tarim, to look at the libr 
and its neglected treasures and advise i 
what needs doing most. 


tected by the altar from restorers and pol- 
lution, their colours gave the restorers an © 
essential key to the true colours used by | 
the painters. | x 
The chapel could, not bs re-opened, 
however, and formally re-consigned to the 
Carmelites, until the Rome ministry had 
decided what to do with the intrusive al- . 
tar. A committee of experts was named, 
but never convoked. The minister of cul- 
tural heritage changed with each new Ital- 
ian government; and such ministers are | 
not famously chosen for their of 
qualifications for the post. 
. Happily, this March, World. 
Cup fever struck the new mayor. | 
of Florence, Mr Giorgio Morales. 
His city is one of the 12 in Italy 
that will be host to the world soc- 
cer championship matches, be- 
ginning on June 8th. Mr Morales 
wrote a letter to the minister, say 
ing for the first time that the col 
tinuing closure of the Brancacc 
chapel was indeed "a scand 
Moreover, Florence itself was 
putting together a special art 
show entitled “The Age of Masac: 
cio" (with works he had inf 
enced in his short life). It € 
hardly open if the artist’s mos 


cratic apathy in Rome. 

The ministry made a decision ofa sort. 
The chapel would be opened without the 
towering altar, at least for the period o: 
the World Cup. After that, it might be 
shut again, until the bureaucrats. coulc 
make up their collective mind about what 
to do with the: are altar. Show it the r 














































The Open Business School requires 


Part-time Tutorial 





WARWICK BUSINESS SCHOOL 


CENTRE FOR SMALL 
AND MEDIUM-SIZED 
ENTERPRISES 




















£ | 0 | inselling Staff 


for Management Courses 







The continued expansion of the S. MLE. Centre's activities has- 
created excellent opportunities for high calibre staff in ine peu d 
posts: 
























National Westminster Bank have: endowed the S. M. E. Centre with 
a Senior Research Fellowship i in Small Business. The Fellowship 
will be for three years in the first instance. | 


professional people learning at à distance. 


"What do we offer? A challenging, interesting 

. job which helps tutors develop themselves as 

. much as their students, and gives the chance to 
be involved in shaping the managers of 
tomorrow. (Tutors interested in teaching. at. 
reser niles weeks or weekends are a 


The Fellow will work in conjunction with Professor David Storey 

on an analysis of the characteristics of those individuals starting in 
business as clients of National Westminster Bank. 

The Fellow. will be expected to have a strong quantitative 

background in Industrial or Financial Economics or similar | 
rescarch discipline and be capable of handling very large | | 
computerised data sets. 


| 
The Fellowship represents an exciting ooporünity for a qin | =] 


p Sd a s a three-tier qualification Lecturer in Small and Medium-Sized | 
structure oi management courses to suit | 
cue cines Mi Rr RE Noua: a Enterprises Management IE | 
managers at all stages of their career develop- (Re-advertisement) 
ment. Central to its distance learning approach aa à "—— | 
Ta n qe bius: E b take particular responsibility for developing a new under- 
» | ps dud in of acd to students, mainly n graduate course in entrepreneurship. 
arried out by tutors through the University S Applicants should have a good Honours degree in Management, 
'egional centres. Given the School's rapid rate | Economics or related discipline and/or have Ee | 
of growth, more part-time tutors are needed Op qualifications. ETE 
| s cH The person appointed will PES to. supp ement Warwick - 
nied the full range of Management activities. | Business School's reputation for excellence in research. He or she 
What would you do? The tutor' s role is | will be expected to participate actively within the Centre's research. | 
; activities. uu 
P rimarily to be the key source of academic and Appointment will be on the Lecturer Grade B scale; £16,014 — 
counselling support. This includes manning £20,469 p.a. (under review) for three years in the first instance. 
tutorials, marking and commenting On assign- Informal enquiries may be made to Professor David Storey on 
ments, and helping with residential schools. 0203-523692 or the Director of the S.M.E. Centre, lan Watson on 
ME 0203-523741, extension 2233. | 
-Who do we need? People from industry or Previous applicants need not re-apply. — Ref: 43/44 /89/43 
education with an appropriate level of manage- 
-ment experience, both specialists and those National Westminster 
with a broader understanding of today's- C Bank PLC 
management. issues, who have the: ability. to 
motivate and direct the study of busy | Senior Research Fellow | 
| 





"hopes will be made in early autumn for | 
courses commencing November 1990. (Certificate - 
and Diploma). February 1991. (MBA). 


The closing date for applications is 6 July 1990. 


To obtain an. application package, please send 
your name and address on a postcard, quoting 
reference OBS/I to The Tutor's Office, The 
Open University, PO Box 473, Walton Hall, 
Milton Keynes MKT 


: qual Opportunity is University Policy 


research career and will appeal to those wishing to join a small and 
highly motivated research team. 

Appointment will be on the Research Grade Il; £15, 32 - * 

£20,469 p.a. (under review). 


Informal enquiries may be made to Professor David Storey on 
0203-523692. | Ref: 43/5A/89/43 








Application forms (returnable by 26th June 1990) and further 
particulars from the Personnel Office, University of Warwick, 
Coventry CV4 7AL. Telephone: 0203 523627 quoting the 
appropriate reference number (please mark ipd on envelope). 


An equal opportunities employer. 






























Midlands Electricity plc a are 2 responsible for the distribution. and. market 
2 million customers across an area of around 5000 square miles. 




















ating of electricity to over | 


3 —— We are now Seeking to fill the following key positions within: the Penning Forecasting and Prici E. 
dn departments: " 2 AE 


Capacity Planning Analyst - o ref: E/90/54 £13, 000 - £16, 000. pa 
M | (pay award pending) M 

Using sophisticated: computer modelling techniques (therefore previous experience in this area ^ 

is essential), you.will be involved in both medium.and long term projects, together wit! evaluating 


new contracts. You will also be instrumental in preparing bois on the effects xd f immediate 
and short term changes in ub du suppl y and demand. | i 


aa aia Analyst LEE ref: E/80/52 £13, 000 - £16, 000 ) pa 
PF oo 1 a m" ` (pay awa "d i 
"Highly numeráte, you will rüfitie and devaio E fietiodotigies with a view to estimating 


future energy sales in support of the preparation of detailed revenue forecasts to Sóppart short, 
medium and long term planning. 


Mrema Analyse 7 | ref: E/90/53 £13, 

















3,000 - .£46 6, ,000 pa 
“tony award pending) 
Working within the parameters of the Public Éste Supply ends oak role will be to 


formulate tariff and pricing structures for customers in the Industrial I Commercial and pu 
Markets in line with the Company's business objectives. 





For all positions, qualification to degree level in Mathematics, Economics, Business Studies or 
a related discipline is essential. Previous experience in a related academic or commercial 
environment would be a distinct advantage, although recently qualified Graduates. who à are able 
to demonstrate exceptional talent will also be considered. | 












dn return for your skills, we offer salaries as stated, a comprehensive benefits jakaa and the 
opportunity for career progression. 


Quoting appropriate reference, please send a full CV to: The MET E 
Midlands Electricity plc, Mucklow Hill, Halesowen, West Midlands, B62 SBP. 


Closing date 12th June 1990. 


Midlands PEIGEUICIEY pic are an Equal Obpartinitids PISIS 


POWER ! FOR THE HEART OF BRITAIN 





















OXFORD INSTITUTE FOR ENERGY STUDIES ——- 
RESEARCH FELLOWSHIPS | 


OIES invites applications for two Fellows to join its research team. 


QIES is an international research institute currently specialising itt the study of economic and 
political aspects of world oil and gas, the energy problems: of devel 
economic development of oil-exporting countries. The Institute was 
assdciation of members including Oxford University, the EC, za 
Exporting Countries (OAPEC) and government departments. or sain institutions of the UK, 
_» France, Sweden, Norway, Mexico, Kuwait, Saudi Arabia, Canada and Japan: It is governed by a 
"^ board consisting of representatives from its founding members. its activities are further 
] supported by 21 sponsors including governments, intemational organisations and corporations. 

' "Members and sponsors provide QIES with a unique and invaluable international network of 
friends and contacts. . 
Research projects undertaken at QIES are initiated internally in a fully autonomous manner. DIES 
also organises workshops and seminars and has recently launched a debating journal, the Oxford - 
Energy Forum. g 
The first position is for an economist with à proven record in applied research in one of the. 

_ following fields: industrial or micro-economics, international. trade, finance and commodity 
markets. Professionals from the oil and gas industry with an interest in research are also welcome 
to apply. : 





: - Wirtschaftswissenschaften der : 
Universitat Ulm ist im in tegrierten MES Agi 
2c v Wirtscha tsmathematik = — 






















“sind Promotion, Habilitation 
|der | oder gleichwertige A 
leichr inamigen Abu v  wissenschaftliche Leistungen. 
af in burden. anoo sind Schwerbehinderte werden bei 
ybi NOn entsprechender hend nung 
vorrangig eingestellt 
ideis aha mit den 
üblichen Unterlagen sind bis 
zum 23. Juni 1990 an den 


















relating to the production and use of energy. 













Betrebswirtschaftslehre, 






Dekan der Fakultät für We are looking for persons who can work both individually and in teams, and capable ot 
sowie durch Erfahrung in der Mathematik und conducting research from the definition of a project to the final writing up of the results. 
| Wirtschaft hervorragend | Wirtschaftswissenschatten Salary in the range of £15,400-£25,000 will depend on qualifications and experience. 


Applicants are invited to send their curriculum vitae and names and addresses of three 
referees to: The Director, Oxford institute for Enargy Studies, 57 Woodstock Road, Oxford 0X2 
GFA, tel 0855 311377, by Friday, 22 June 1990. i 


< ausgewiesen der Universität Ulm, Postfach . 
s Einstellungsvoraussetzungen _ 4066, 7900 Ulm, zu richten. 
































SENIOR ECONOMIST 
CENTRAL LONDON c.32K PACKAGE + CAR 


One of the benefits of being a will compound the ability to think conceptually by translating complex 

progressive organisationisthat Abbey issues into business realities. 

National is able to recruit senior - | 7 

financial sector professionals to roles Candidates must have a minimum of 5 years work experience since | 

which truly reflect their status. graduating in economics. Ideally, candidates will not only have worked 

Carrying a high level of exposure as an applied economist, but will also have gained experience in related 

within the organisation, the Senior areas like planningor finance. During this time you will have developed 

. Economist will play a crucial role the personal credibility to communicate persuasively attop 

withinthe Market Planning | management level. | 

Department, managing the interest | 

boue ofthe companys TUSIS The position is generously rewarded, with a salary package appropriate to 
ki ak an organisation of Abbey National's standing. including company car. 


Operatingata voie levelandinclose PPP. pension scheme, generous mortgage subsidy along with profit share 











liaison with other Group Development and restaurant facilities. 
divisions, your key accountability will be | | | 

. toanalyseand forecast the cash-flow.. |. Applicationscan bé made in writing, enclosinga full evi to Elaine Kent m 
profitability and market share of major Senior Management Recruitment Advisor. Manpower Planning and 
retail "roducts. Sound judgement, clear, Development, Abbey National pic, Abbey House, 201 Grafton Gate East. 
logical thinking and highly developed Central Milton Keynes MK9 IAN, The closing date for completed 
analytical skills will allow you to provide applications, which are invited from all sectors of the community, is 


8th June 1990. Likely dates for interviews are 2 stand 22nd June 1990. 





effective economic intelligence. and you 





The second position is for a person in any relevant discipline interested in environmental issues ^. 








THE INSTITUTE OF INTERNATIONAL FINANCE, INC 








: The institute of International Finance has vacancies ios Senior international 
. economists. A good degree in economics and at least five years of experience 
in country analysis are requi ired, along with experience related to financial 
institutions and international debt. Candidates should. be conversant with 
international economic and financial issues and have practical experience. 
.using personal computers. Evidence of analytical writing ability in English is 
1. essential and fluency in other languages, particularly. French and ENN is 
- essential for some positions. 


The HF was established in 1983 by the world's leading commercial banks to 
improve the timeliness. and quality cf information on sovereign borrowers. 

The HF provides reports and data on fifty borrowing countries to its member 
institutions. as: well as studies on more penea: issues of interest to the 
international | financial community. 


The HF offers ; a competitive remuneration package. Applicants must be willing to 
] travel | extensively. Send: letter with. turictium vitae and relevant examples. of 
















n strator, Institute of International F Finance, Suite 
venue, NW, Washing ton, DC ol 


| CHAIR OF POLITICS 


Department of Political Sience - 














Applications are invited for the dar ae. es 
Politics, tenable from 1 September 1990 ay 
or such other date as may be arranged. 

| The successful applicant will be required 
-| to provide academic stimulus and- ! 
leadership in the Department of Political. 
Science. 


Applicants may have research strength in 
any area of politics, but interest in one or. 
more of the following areas would be an - 
advantage: Political Theory; Comparative . 

Politics; Relation between State and. . E 
Nation; Policy Studies; Political Economy. — 





This chair has been made available jader. 1 
the initiative of the Universities Funding — 
Council New Academic Appointments — .- 
Scheme (NAAS) from 1 September. 1990. 


Salary within the professorial range with — 
eligibility for USS. Generous relocation 
| package as appropriate. 


Further particulars (please quote T 
:90/E) may be obtained from the 
. | Personnel Officer, The Queen's 
| University of Belfast, Northern | 
ci ireland, BT7 INN (telephone (0232) 
. 245133 ext 3044 or Fax (0232) 
247895). 


Closing date: 22 June 1990. 


The University is an 
SOUS Opperturi ty Er 




















This Program does 


The deadline for aprlicanioós lor the 1991 -92 cycle i is 1 November : E 
|. 1990. For information near the 1991 ue application forms,< | 
| please contact: E 


. ln particular experience of project preparation, ap 
|]. praisal, training and international tendering proce: 
“dures is required. - 


| vant experience of working abroad to assist with the 
expanding activities in Eastern Europe. In additio 


~ persons who have similar experience for undertaking 


: Denmark, Fax +45 45 83 13 05. 


| engineers, sociologists a 







The World Bank 









FELLON | /SHIPS 


The Program bless 12-month Fellowships for imaginative and 
innovative research in the general field of economic development 
For this cycle, research. is, however, being encouraged" i in th 
following areas: * 
Q Development Policies to Beaefi t Women: Issues 
Implementation | 
@ Poverty Alleviation E = du 
Q The Interaction between the Legal and aceon Frai 
work for De velopment. 




















To be eligible to apply, candidates, must o | 
Q be nationals of a World. Bank member country 
Q carry out their research in a World Bank member incid 
other than their own i 
Q hold ar least a Master's degree or Envase 
@ be 35 years of age or under. 



















The McNamara Fellowships roni 
Room M4031 
World Bank Headquarters 
.1818H Street NW 
Washington, DC, 20433 
USA 























Short- 38d Long-term Consultants a are e required i in the. | 
following fields: 


—Agriculture and Fisheries 
—Agro-industries and Food Processing 
—Development Banking 
—Management information Systems 
—Energy and Environment 






























Rambøll & Hannemann (R&H) are seeking further 
senior qualified specialists with at least 10 years r 















R&H would be pleased to hear from other interests 






work in. Africa and South East Asia. 


Please reply, enclosing a current CV, to our UK office: 
Rambøll & Hannemann, 17/18 Margaret Street, London 
WIN 7LE, Fax 071-436 4895. Or to our head office: 
Rambøl! & Hannemann, Bredevej 2C, Dk-2830 Virum, 

































RAM BOLL A HANNE WANN AN 
A MEMBER OF THE RSH CONSULTANCY GROUP JA PEE 
R&H is a large Danish consultancy group. employin 


some 1150 staff including agronomists, economists, 
u ter Specansts: | 

















APPOINTMEN T s 


IRR — TRAINING INSTITUTE 
DEVELOPMENT AND MANAGEMENT EXPERT 


to monitor and guide the development of about 12 
irrigation training institutes in a large developing 
country in South Asia to assure their long-term sustain- 
ability, including the promotion of technology transfer 
activities. Candidates should have an advanced degree 
in water resources development (civil engineering), 
substantial background in management (preferably an 
MBA), and have held key positions in training/educa- 
tional institutions in the industrialised and developing 
countries. Minimum professional experience: 15 years. 


Louis Berger International, Inc 
1819 H Street, NW, Suite 900 
Washington, DC, 20006 _ 


^J ^n. t. "VE taie" MCN ad 
eire air aul 
. a + © Sq, 


Research Minn 
. Up to $30K 











University of the 
West Indies — 
Cave Hill Campus, Barbados - 


Applications are invited for the follow- 
ing post: 

RESEARCH FELLOW/JUNIOR - 
RESEARCH FELLOW IN THE 
INSTITUTE OF SOCIAL AND 
ECONOMIC RESEARCH 

Applicants should have a social sci- 
ence background with experience ín 
applied heaith studies. A demonstrable 
research interest in behavioural studies 


related to health, illness and disability, 


or in the organisation and delivery of 


health services, would be expected. 


Competence in survey methods and 
computer analysis would be. required. 
Experience in health counselling and 
familiarity with the OECs territories 
would be considerable assets. The ap- 
pointment is for two years. The suc- 
cessful applicant will be expected to 


assume duties by 1 August 1990 or as 


soon as possible thereafter. —— 
Salary scales: Junior Research Fellow: 


BDS$34,116 x 1,668-BDS$37,452 per 


annum. Research Fellow: BDS$41,316 


x 1,776-BDS$51,972 (Bar) x 1, TT6- 


BDS$62, 628 pera annum. 










''^' Up to five full economy class passages 
~ plus baggage allowance of US$1,200 


(for a married appointee) or US$800 


` (fora single appointee) on appointment 


and normai termination. Special allow- 
ance up.to US$400 for shipment of 
academic books and teaching/re- 
search equipment on appointment. Un- 
furnished accommodation at 10 per 
cent of basic salary, or optional housing 
allowance of 20 per cent of basic salary 
to staff making own housing arrange- 
ments. UWI contribution of equivalent 


_of 10 per cent of basic salary to super- 


annuation scheme. Annual study and 
travel grant for self, spouse and up to 
three children. Book grant up to 
BDS$850 per annum. Detailed applica- 
tions (three copies) giving full particu- 
lars of qualifications and experience, 
date of birth, marital status and the 
names and addresses of three refer- 
ees, should be sent as soon as possi- 
ble to the Campus Registrar, Universitv 
of the West Indies, PO Box 64, Br... 
town, Barbados. The Universi — . 
send further particulars for this post to 
all applicants. These particulars may 
also be obtained from Appointments 
(37920), Association of Common- 
wealth Universities, 36 Gordon Square, 
London WC1H OPF, UK. 











































Broadcasting, privatisation, British Rail, 
green labelling, channel tunnel safety, 1992, 
the police... 


These are just some of the examples of Which? 
reports researched and written by our Public 
interest Research Group. The group carries out 
extensive, original and impartial research on service 
and monopoly industries and other issues of 
importance to consumers. We are now looking for 
a manager to head this group and develop its work. 

This is a particularly important role at a time when 
systems of monitoring and regulation are changing 
and consumer concerns need to be effectively 
represented. You will need to have an impressive 
knowledge of research techniques linked with 
outstanding management skills to manage a young, 
dynamic team, and develop their work within the 


 organisation's changing structure. The ability to 


understand the policy implications of research 
projects is a must. Ideally you should have some 
knowledge of regulation and control systems and 
how they work, an understanding of central and 


^ Jocal. government operations, and European ex- 


perience in a relevant field. 


fn return we offer an attractive benefits 


package that includes an excellent pension 
scheme, free life insurance, 28 days annual 
leave, and an interest free season ticket 
loan. 


To apply, please send a full CV to the 


Personnel Department, The Association for 


* Consumer Research, 2 Marylebone Road, 


London NWI 4DX. 


















Applications to: The Editor, Fairplay, PO Box 96, Coulsdon, Surrey CR5 2TE, UK. 








Boden Editor 


= Fairplay, ‘the leading international shipping magazine, is looking for a person to fill the 


new position of Business Editor. The successful candidate will be required to write news 


and feature articles directed at Fairplay's readers who hold senior management positions. 
“The position calls for a person with sufficient experience and confidence to interview chief 
executives and finance directors. A considerable amount of foreign travel is involved. 
. "Applicants shoüld have a clear understanding of how international business works, and a 
- . proven ability to write. A knowledge of shipping would be an advantage, although not 


essential. - 





| Wissenschaftszentrum Berlin für Sozialforschung (WZB) 
(Social Science Research Center Berlin) 


Research Fellow/European Community 
Labour Market Evaluation Project 


SF The Labour Market and Employment Research Area of the WZB 

~ ;seeking to fill a new position in a research project financed by tne 
.. European Community. The initial term of appointment is for one year 

from approximately July/August 1990 to June/July 1991; an extension 

.. Of two to three years is envisaged, depending on the renewal of 
_ external funding. Salary is based on the schedule for German public 

. . service employees (BAT I bili a). 


Duties: Evaluation of labour market policy measures, regulations and 
_ institutional arrangement in the context of an international compara- 


tive project with special attention to the effects of the completion of 
the European internal market (including quantitative impact analyses). 


Qualifications: University degree in economics or social sciences (PhD 
or comparable qualification) with an excellent background in empiri- 
cal social science and in mathematical and statistical techniques, 
experience: in international comparative or institutionally oriented 


3 policy analysis. A willingness to participate in interdisciplinary team- 


work and proficiency in English are ene knowledge of another 
foreign language is desirable. 


Disabled persons of the same qualification will be preferred. The WZB 
is seeking to increase the number of women researchers on its staff. 
Women are especially encouraged to apply. 


Please send your application by June 20, 1990 at the latest to 


WZB 


Wissenschaftszentrum Berlin 

fur Sozialforschung gGmbH 

Attn PD Dr Günther Schmid PL 
. Reichpietschufer 50, D-1000 Berlin 30... 












T Lo € BRUSSELS "ISRAEL | @ BOSTON 
IC 71-487-7643 2-478-7973 57.31144 617-353-2982 


LI. Or write: International Programs, 
m 755 Commonwealth Avenue, Boston, MA. 02215, 
.. Tel. (617) 353 2982, FAX (617) 353-5532 


Accredited by thë New England Association of Schools and Colleges 











































The MBA is the professiénal management p 
qualification for those who want to get ahead i in 
today's competitive employment market. E 


Forc ham University, New York City i With distance learning you have the flexibility to 
international MBA n | study when you choose, applying what you learn. 


immediately in your own organisation — be it small 


Degree Program in Europe | BN large, public or private sector. 





There is a need to professionalise the business education Bn Ir s not an easy option, but the n the Wa WIC k MBA | 
and development of managers. As this fact is increasingly —— | is a Master's degree from one of Europe's leading 
recognised, and in advance of 1992 in Europe, the — Business Schools. You expect high standards and 
Fordham International MBA Program i is timely, | so do we: a good honours degree (or equivalent 
challenging and relevant. — - mE M | professional qualification) together with relevant 
This Program offers ^ | | experience and enthusiasm, commitment and 

UM A prestigious, internationally recognised MBA Degree | determination — qualities ch are as important 

(CM Comparatively short period away fromwok — — |. for success on the Warwick MBA as they are for 
^W Intensive professional development ^ e e eu Ue tm effective managers. 


«M An opportunity to study in Europe and USA. 

me^ .* A network of international busin atacis — j 

LN a Instruction by the Faculty of Fordham's s Gr uate e School a 
9s ef Business Administration | de. CN 


z : For organisations, this Program i is an opportunity t 
qun Dengue Lael For individuals 


Take the first step, and call or write to us todoy for 
further information. 














Please send mea Distance "re MBA pomana pac 


To: Distance Learning MBA Office, Warwick Business Schoo 
| University of Warwick, Coventry CVA 7AL 3 
Tel: (0203) 524100 Telex: 317472 UNIREG 

Fax: (0203) 523719 — re 


E MANAGERIAL ECONOMICS. 
ment. BUSINESS STRATEGY 
ESHIPS ACCOUNTING AND FINANCE 
































Lecturers are encouraged to undertake | | 
research and consultancy. . NAME PEU TER 

ur rgraduate and one-third Salat | 

jate. 4t offers: three under- y scale um te £23, 000... ADDRESS — — ol 

aga Application forms “and ‘farther particu- 
lars may be obtained from the Person- - 
nel Officer, ‘University of Bath, Bath. | 
BA2 7AY. Tel: 0225. 826026, quoting NET | | 
reference 90/129. » "e ED CRM W A RW i C K 
POSTCODE: nnn EE: BUSINESS SCHOOL 
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D "te Tae for applications: 25 June 





Mem mme D HE MERE 










LONDON 25 :^7. STANFORD UNIVERSITY - 
BUSINESS /*" £ A GRADUATE SCHOOL OF 
SCHOOL |G, § S BUSINESS 





































2027 daly 1990. 


.| This program, joi ointly- sponsored by the 
< London and Stanford Business Schools, will 
- present leading-edge thinking on today's key 
. issues in International ey Manage- 
ment. The program is in its fifth year. It is 
designed for senior picea managers 
and senior managers in research functions 
. from banks, insurance companies, pension 
"funds, investment and unit trust companies, 
- brokerage houses and other types of invest- 
- ment companies. 

Key elements in the program are: 


Sane 





Valuation | 

@ Portfolio Construction and the Risk- 
Return Tradeoff 

@ Currency Markets and International 
Aspects of Portfolio Construction 

@ Analysis & Applicati ons of Options & 
Futures ES 

@ Portfolio Management 


" The program will be staffed by internationally 
5 renowned. 2 from both Schools. The 

joint -prog 0 Pfleiderer 
(Stan ord) and Stephen Schaefer (London), 
a oad geographical mix of 
participating i institutions from continental 
swe id far East, Maie and south 


A program broche with deris form can E obiined from: 
Alice Sheehan, Office of Executive Education 
Graduate School of Business, Stanford University 
^ Stanford, California 94305-5015 
Telephone: 415-723-9120 - 
. 415-725-1568 . 





@ Concepts and Applications of | 


GRAHAM SCHOOL OF MANAGEMENT 
SAINT-XAVIER COLLEGE / UNIVERSITY 
CHICAGO | 


B Offers its Master of Büste 
Administration in Paris 


e d classes @ Weck- end — 


m" For professionals ` 
with an undergraduate ded "um 


@ Next session: June and September 1990 


@ Financial aid is available - 


COR FURTHER INFORMATION-CALL 


(1)42.66.6682 “$ 
IEMI/SAINT-XAVIER College University 


71, rue du Fg-St-Honoré-75008 PARIS 


MAXIM'S INTERNATIONAL INSTITUTE 
SCHOOL OF HOTEL MANAGEMENT 


For an international management career 
ONE YEAR DIPLOMA 
Study in English practice and work at 
our famous Maxim's Institute 
Theorical rane practical training 
DAY COURSES / EVENING COURSES 
Admission : Undergraduate 


LN 
Classes begin: October 1990 


FAMOUS ALL OVER THE WORLD 


a2 66.66.85 


7}, RUE DU FAUBOURG SAINT- HONORE, 75008 P 











-Dynamics of 
Finance. in 










in i ure or BP 


The advantages of the «CERAN 66» concept, 


25. 29 June 1990 | with residential courses : 


ance an vial Maiágáment play a crucial 
role in the process of strategy formulation and. 
implementation. This ii iniu prev esan- 
opportunity for: “= 3 


e en fi onmental scanning to facilitate the 
“formulation of strategy for competition and 
` Aédoperation; ! 
@ identification of an ‘deal’ business portfolio i in the 
M context of the. Modern Portfolio Theory in Finance; 
/.5..,9 examination of the global, cultural and control 
—. dimensions in transnational organisations; 
e assessment of the critical role of the P Finance 
Director. | 





1. intensive study (Minimum. 38. lessons per week). 


2. Plus the constant practice of what you have learnt, every day : 
from 8 a.m. to 10 p.m., with teachers constantly present at meal- d 
tirnes, breaks and in the evenings. Tu 


3. A total of 66 hours per week of full immersion in the language. 


Ceran is a top class school for leaders in business. management 

and government. Qur client since 1975 include Alcatel, AT &^ 
ik , Dow Corning, European Parliament, Ge 
man Foreign Office, Honeywell, Lufthansa, McKinsey, Mercedes- 
Benz, NATO, Philips, SHAPE, Siemens, Toyota, Winterthur, Se 


We also run holiday courses in French for young per (134 6)- 











CERAN € 66 


Language courses for motivated people. - 
Designed for finance directors, senior financial 


executives and corporate treasurers. 


Fee: £2200 + VAT - residential Fax (+42)87/77 36 29 
ax {+ 
Enquiries to: Jean Dickens, Administrative Officer gi d 66 90 33 i - Telex 49650 céran b 


I ! S Mg, Templeton College |... Ret: M620 | imanan Sanan fe 203) 248.5928 
EI Ox tod OX! SNY Tel loses) 725422 ind i u 








N CERAN ARDENNES 
280, avenue du Chateau - B-4880 SPA 
i BELGIUM - Tal. {+32} 87/87 71 64 


CERAN — PROVENCE : 
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: Umum TE E EGAPBET EEN AMBITION | 
AND. 
ACHIEVEMENT - 


9A Masters Degree i in Business Administration (MBA) is the essential. 

- lification to enhance your management skills and career potential. 

| | @Kingston Business School, in partnership with the leading professional 
"tráining firm of BPP, has developed a 2 year Open Learning Programme from 

| the successful and well established Kingston MBA. : : 
5.09 The programme provides a balanced combination of. structured 
‘individual study and intensive workshop/tuition modules held at weekends. 

Tt ha; een designed for managers whose time is. a valuable 1 resource, $c 

sU You are offered the opportunity to: € remain at work while you earn. 

F your master's degree 9 use your new skills as you acquire them 6 improve - 

E our general management skills and qualifications @ focus your studies on 

usiness issues of particular relevance to you and your employer. 

DEAE he next programme starts in September 1990, and thereafter at six 

; monthly intervals. 













Investment. Áanagement 


Evening Programme 
^. Starts 23 October 1990 


This Programme enaldes investment professionals to acquire a 
fuller understanding of modern Pai techniques. 

The three terms cover: 

(1) equity portfolio management 

(2) bond portfolio management 

(3) new financial instruments. 

Tuition on the Investment. Management Programme is given by 
Dr. Elroy Dimson and experienced members of the School's 
internationally renowned Institute of Finance and Accounting, 

Dates: Tuesday evenings, 23 October 1990 - 4 June 1991. 

Fee: £3,300 (dinner and all tuition materials included). 

Enquiries and applications should he made to Francesca P erry, 


oe Co-ordinator, Inve estment Management Programme at 
the address below: 


IEEE 




















| ooo. For further information contact: Rachel Nano son, - 
BA Programme Coordinator, Aldine House, Aldine Place, London Wi2 8AW. 
Telephone: 081-743 R451, e — 


| jd MANAGEMENT T ETE 
S C H e 0 L : EDUCATION "usas Place, Nac s “Park, london NWI 4A. e ES 
| e e ee : Telephone: 071- 362 3050. Fax: 971. -724 7875. : 





Please send me details ofthe IMP, 1990-91 o E z3 ECOR d 
INA hited ooa rcd at IURE EEEE Cat Paste e ee 
Company oed acd s PT T 
Address aooaa, oae p d NOE ES = 








RATNER ED RON ee om rARANA SEA 






daaaannsérhpettaniceetuare qiia 


vU*wewavrepvteteéyét ota EES FTE APA ANARRATPRITTSPRYCPÓARMahevs SUPE ARTXATA 















[FAIRFAX UNIVERSITY. home study" MBA PROGRAM Supervises : 
degree programs. Entry at any time. — basedin oan andthe United States. 
‘Advanced credit given for prior learn- — Details of this and other programs: The 
ing/experience. No classes to attend. Research Bureau, Poydras Center, 































- pail 


Fo or radulls alel: : Beginners I to Advaneod n For catalogue/details, write: Fairfax , Suite 2304, 650 Poydras Street, New 
an INTENSIVE "COMPLETE IMMERSION" course on the Riviera University, Dept EC, 2900 Energy Orleans, LA 70130; USA. 





Next 4-week course starts d June, 2July, and all year. 


Centre, New Orleans, LA 70163 USA... 
06230 Villefranche/Mer - EF2,F France. Tel 9301 8844. Tix 970989F. Fax 93769217 din. 


AE PORTFOLIO ENGLISH, specialists in 

BACHELOR, MA t | teaching the.English of Stock Markets 

ae : DEGREE bos dg igna experience as} and ‘how. they work, seek further as- 
| credit toward your degree. No classes, seminars |... ipea br 

ot on- = attendance. Studies build upon| Signments either on-site or at their well- 

d ici experience. oe + Send Resume | equipped ceritrein Canterbury. 6 Stour 

i For No Cost Evaluation] Street, Canterbury CT1 2NR. Tel: 0227 


saa 762995. 





UNIVERSITY OF HULL 
E MBA: EUROPE 


Hull University offers a fa lime. 12 mosith modütar baséd Master of Business Administrations Europe. — 
As well as conventional management modules: in finance, MERE. human resource management, and | 
markeung this UNIQUE MBA includes: 
: an introduction ro European national aad sectoral markers 
dn depth analysis of the European. Community policy-pra Kess and how to ase lobbying to assist corporate 
goa 7 
* case work on European Community exiernal trade policy and the creation of joint ventures 
* ansiysis of European company and competition iaw 
© famubarisation with business opportunities in Eastern and Southern Europe. 
* préparation ofa European based research project 
The coursecommencesin Cerober 1990. 
Further details from Or Andrew Cox, MBA Eu Univers. of Hull, j 
i92. n oia dete. rope, "€ UK. HUS TRX. Tel: 0482 





"Albuquerque. New Mexico 87110 U.S.A. | | - 


Lear how easy it isto becortic a Certified | 


_ Professional Consultant (CPC) in your. 
own field. Write for frce catalogue. 


The Consultants Institute 
Dept EG, 1290 Palm Avenue, 
Sarasota, FL 34236 USA. 


The intensive way and in real 
immersion. This means living. in 
one of the most picturesque re- | 


















For Life, Academic & Work Experience gions of France and really becom- |. — i | 

open ee ene tea td ng fluent. ee Einen and | MBA & GMAT 

Y e ih their Jobe or Professions. earning pian uitural pro- TY i 
gramme in Paris. Winter pro- 1 ADVICE CENTRE 






‘Bact E meri MASTER'S or DOCTORATE Degree by gramme on the French Riviera. 


State age, goal level and time 
available. US transfer credits. 


f For choosing an MBA course we supp! y 
| rankings and guide books. To help wit 
E GMAT we seil the Official Guide; practice 

| papers and one day courses. 





. Gur graduates ognized t i The French and American Stud 

bres oco taches you in completing your degree requirements — Center, BP 176, Lisieux 14104, "London ee 2 c adi 
| oe hk iin Soie á ondas 4 Cedex, France. Tel: 31 31 22 01. For immediate attention contact 
ca ee ae ü TR . L Fax: 31 31 22 21. PasTest UK. Tel: 0565-55226 


PAC CIFIC WESTERN UNIVERSITY soem 


N Sepulveda BI ies, California 137—USA 
Ike atte Tea a iex: 182315 Fax: 2131471.6456 


' ona ut 
language? 


“With Audi Forum's, intermediate l 
and advanced materials, it's easy: 
‘to maintain and sharpen your. 
foreign language skills. — ^ 
Besides intermediate 


5 Spend a a | year | i 
? dn Holland and | she igit ap a developed. for the US. 











LEARN TO SPEAK FRENCH BY 





c ee MBA State Dept. ~ we ofter Mic pic mystery 
M dramas, dialogues recorded in Paris, games. ae 
< eam an music, and many other helpful materials. And i Ds 
| A MBA you want to ieam a new language, we have a TOTAL NATURAL IMMERSION 
unique international one Hash h beginning courses for adults and for iai uid V Adr "e 
n programme, starting every oeptember . e offer introductory and advanced mater ench n r 
(cán either ot the following three epevencanere: | in most of the world's languages; French, Ger- with French participants fo 


man, Spanish, Halian, Japanese, Mandarin, intensive days in the DORDO 


Greek, Russian, Portuguese, Korean, Norwegian, 


Swedish, Turkish, Thai, Urdu etc, etc. i t 
Call 071-937 1647 for FREE 32pp Catalogue | Chateau LA VALOUZE 














industrial policy and 


strategic management OL aN | 
| Suite N1, 31 quete Church Street, 24490 LA ROCHE CHALAIS, France 





‘London W8 4LL 3 Tei: 53 eh 44 28 








* accounting and finance 





management information BACHELORS + MASTERS + TE PLUS LAW 


systems 


i Full credit for work & lile experience. No residency required 
f$ SEND RESUME FOR NO COST EVALUATION 

| LA SALLE UNIVERSITY" DEPARTMENT 6 
f Mandeville. LA 70470-4000 USA 

| Phone 504-624-8932 Fax 504-624-8931 
o d 


Write or telex for more information to: 






Director, — 
the Netherlands international 
. institute for Management (RVB) 

. Endepolsdomein 150, P.O.Box 1203 
201 BE Maastricht 
ephone 043. - 618318 
Blefax 043 - 618330, Telex 56729 
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LIVE WITH | TEACHER! 


Yes, learn the language of your choice in the 
country of your choice in your private 
teachers home. 
HOME LANGUAGE INTERNATIONAL — 
Reservations Office, 3 High Street, St. Lawrence, 
Ramsgate, U.K. Tel: (0) 843 851116. | | 



















Ms. Rebecca Lo 

AVB Singapore Liaison Office 

' c/o Tanglin P.O.Box 160, Singapore 9124 

V .. telephone (65) 250816, Telefax (65) 2530448 
| Telex 55002 Tecnet- RS 











Use your assets fo 


-IMMIGRATE TO USA 


| Ask for our free brochure. We offer cò- 
$ ordinated visa, real estate and tax advisory 
fo Setvives by licensed professionals. - 


WISS CONSULTANT 


GROUP (USA) INC- 
Fax: +1813 254 0013 (USA) ot - 


Fax: «4119100814 (Switzeriand 


Fully furnished luxury one andi two bed 


i | apartments. | 
iF Quiet tree lined street close to’ sh x. 
SD restaurants and tube station. 
| security. IE 


Min one week. £336 to £805 pw, Full - 
info. Tel: 071-225 0184, Fax: 071-225 © 


-F 0280. Telex: 893095. 


. CharctenPesonal dan 
Correspondence Courses —— 
Forged Anonymous writing: - 
GRAFEX 
Antwoordnummer 1927 
2504 WB, The Hague, Holland 
Tet: 91751) 77272. Fax: 01751 40166 


Consultations, seminars and lecturers available S 


world wide 


LUXURY SERVICE APARTMENTS 
CENTRAL LONDON 


Well sited for theatres, business and late night 


shopping. Individually furnished studio and. 


one bedroom apartments for rental from £120 
to £550 per week. Minimum stay one month. 


Tei: 071-584. 8317 
Telex: :$16358. NGHLDNG 
Fax: 071-823 7133 


a TAY IN Al 
jf W'LUXURYI| 
M" . KENSINGTON ; 















IWITH ALL THE COMFOR I 


Apartments to suit all 
Studios to DEDE Central 
close t Q 





E SERVICED APARTMENTS 
bs , Coftingharp Gardens - 
SWSOHN TEL. 071-835 1144 

:373 9693 








Only from ` 


BUSINESS & PERSONAL 








loF YOUR OWN HOME 


tres, & museums]: — 
TTV, maid service, 24hr recep. Short/ | 
Perfect for business or feisure | 





Telex: 918595 ] 


e BRITON'S INDEX OF | 
SSTMENT RESEARCH ANALYSTS 


A complete guide to investment research analysts in the UK, covering 
110 industry sectors, 20 statistical reporting and 29 country sectors. 


Latest quarterly updated edition available now—May 1990: edition. 


Briton & Caulton, 2St Peter' s Place, Canterbury, Kent CT 1 2DB 
Teepnóne € 0227 452955 0 or r Fax: 0227 463624 j^ 


CUT YOUR OFFICE COST 
IN FRANKFURT 
(WEST GERMANY) 


Take a furnished, self-contained ser- 
vice office in. Mörfelden, near Frank- 

furt; Fully equipped office, telefax, 

Paone, EDP facilities. Please contact: 


Alpha W' & T GmbH 
Phone: 496105 24085 
.. Fax: 49 6105 2930 


f KMtGuTsBRIn6e 
GREEN HOTEL 


A smalt family owned. hotel in Knights- 
bridge which has been totally remodeled 
and refurnished to a high standard. 
Suites £105, Doubles-£90, Singles £75 - 
inci VAT & SC. 


UA comfortable; spotlessly kept ittie hotel 
|| in. the heart of Knightsbridge —Egon 

Fonay. . 

"For reservations telephone 071-584 - 


| 6274, or write to 
L London SWIX 7PD, tax 071225 eh" 





EXECUTIVE HOTEL 
-57 PONT STREET 
KNIGHTSBRIDGE 
LONDON SW1X 0BD 
Tel: 071-581 2424 
Fax: 071-589 9456 
Telex: 941 3498 EXECUT G 


Single bedroom £54.95 + VAT 
Double or Twin £79.95 + VAT 


Elegance, privacy and exceptional 
value in one: et the world's most 
fashionable neighbourhoods. 
Ad gw English breakfast 





— ALINBAR EXCLUSIVE HOTEL 





Longest established specialist 
consultancy, with qualified profes- 
-Sional. staff {including ex-Home 
Office), provides complete service 
to obtain work permits and visas - 
extensions for businessmen, - 
“persons of. independent means - 
and their ependents. CN 

Further details from: — 









































international investment Ban 
ing firm headquartered in Lo 
Angeles seeks association witi 
FINANCIAL WHOLESALERS fo 
| representation to — investor 
worldwide. | 
Fax USA 213-854 4940. PO. 

TAS Beverly mE CA90 


AUTHORS WANTED 
BY NY PUBLISHER 


Leading subsidy book publisher seeks 
manuscripts of all types, fiction, nor 












fiction, poen juvenile, scholarly and 4 
religious works, etc. New authors wel- - 
comed. Send for free booklet. — 


S92, Vantage Press, 516 W, 34th - 
Street. ! New. ork NY 10001 USA. e 


PT "LONDON -" ^ 


lity serviced apartments offeriig best value iot 

E money. Gur apartments offer greal savings com- 
pared to hotels, Fully serviced, private bathroom, 
kitchen, TV. telephone, central | eating, elevator. 

a Centraliy tocated i in Kensin ti ] E 













WILLE Ta 


Lindon don SWIW SOY. 
Telephone 071-824 9415. 
ins 071-824 8415 




















breakfast A oe tie odest ral 
A LINBAR EXCLUSIVE HOTEL 









REAL LIFE ECONOMICS - 


Paul Ekins (T.O.E.S.) and David Fleming (Director, Envi- i 
ronmental Economics Consultancy). Saturday 16 June, - E 
10.00-5.00. i 
Presented by the Beshara Trust, Frilford Grange, Nr . 
Agn o Qifordshire, U UK. Tel: 0865 391344. ! 




















ESSENTIAL 
EUROPEAN 
CONSULTANTS 


present 





A series of six exclusive and highly practical conferences for all 
companies seeking hard facts and advice on the 
SINGLE EUROPEAN MARKET 


Premier Conference 


SIR JOHN HARVEY - JONES, MBE 


Keynote Speaker 
on 


Britain and Europe - The Next Decade 
Grosvenor House, Park Lane, London 
l June 25th 1990 


Other Guest Speakers In The Series includi: 
: Lord Boardman 
iS Peter Parker; LVO . 
Alan Rouse, pees Chairman, ICL European Strategy Board . 
Gerry Blanchard, Managing Director, ICL European SURER Board 
MEL Christopher Smith, MP 


Presenter for series ‘John Humphries, BBC Broadcaster 


- Morning & afternoon refreshments + First class lunch and wine « 
+ Synopsis of day's proceedings * Question time + 
7$ Secretarial & Pac suppor Services * 






0622 719728/719127, fax 06 3 
Essential European Consultants, 5 High 





Ay coor Kent t MEZO TAX. 
























BUSINESS PLANS 
Raising new money? 

| ifyou have ideas + research + strategy, | will 

prepare an expert presentation, including full 
+ logical oi^ masr + fe year financial 
| projections—P&L, CF, Bal Sht, S&AF, Fund- 
4 ihg Statements as required by top eight 
| accounting groups and leading venture 

capitalists. 

| You can check excellent track record. Write 

to H. B. Jonas, 3rd Floor, =e mem 

113 ibas tema WETV GJ 


Sarah Hodge UT Consultants | 
Need a Top Secretary? 


Call (071) 434-0030 i 
Aa EUM at jail WIR LAH, | 


~ DIPLOMAT 
HOTEL 






2 CHESHAM STREET | 
BELGRAVIA THE FURDASIA PACIFIC CORPORATION 
LONDON SW1X 8DT PROMOTING EXPORT- IMPORT. 
: Tel: 071-235 1544 BETWEEN EUROPE ANO THE FAR EAS 
|. Telex: 926679 DIPLM TG eoa dea 


i Contact: M. SEE or S. PAYNE 

| StAlphage House Tel: 071-638 2019 | 

| 2Fore Street | Fax: 071-256 6930 | 
London EC2Y SDA, Great Britain 


Fax: 071-259 6153 


An exclusive Belgravia within walking distance | 

of Harrods. Provides unsurpassed o ene: 

ty for super oed ct pot and full English | 

breakfast at exceptional value. | 

> Single bedroom from £54.95 + VAT 
Double/Twin from £79.95 + VAT 


E Linean POEET HOTEL = 


| THE P \RKES 


























| MANAGING COMPANY 
| OF REAL STATE 
INVESTMENTS 


































































'S LATEST SUITE HOTEL i 
- LUXURIOUSLY APPOINTED | ] IN SPAIN 
HOTEL ROOMS (from) | | x Perfect knowledge of the 
SLEEPS2 £85.00 + VAT | | market 
SUITES (from) | * Technical, nec and | 
| | ay) | legal professiona S | 
SLEEPS 4 £144.50 + VAT] | * Offices in the major cities | 
INCLUSIVE OF: [ ~ of Spain e | 
» cl a English buffet | * Register of projects and 
*: Colour TV radio | offers l 
* Direct dial telephone | * Own group of investors 
* Hairdryer | * DN and banking 
* bed Nisi aca a sol ivency 
chocolate & biscuits 
* Complimentary newspapers | GESPRAD, SA 
* Luxury kitchenette in each suite 
* Luxurious appointed bathrooms | Head Office: 
* Guest lounge Pamplona (Navarra) 
* ironing centre/trouser press | : 
r Room safe CT Rui 220, Ith Floor 
41-43 Beaufort Gardens "31002 Pamplona 
Knightsbridge Navarra), Spai 
London SW3 TPW || (Navarra), Spain 
Tel: 071-581 9944 Fax: 071-225 3447 | | Fax: 34-48-231366 


Telex: 268235 


"x 





. Tel 3At BIN 





| IMMIGRATION CANADA 


One of Canada's largest investment houses offers bank or first. moque guaranteed | 
investments in the Investor-immigran: Program. 


We are leaders i in the field of investor-Ammigration in Canada. Confidentiality is assured. 


: - . Lévesque Beaubien Geoffrion Int. 
C/O Mr Louis-Leblanc er Mr Stan Siscos, W155 Mercato, Montreal, Canada H3B 499. 
: nuda 14818 3052 2 . . Fax 514/879-1015 


ANDORRA ^ 
> BUY DIRECT FROM BUILDERS 
Andorra- the true tax haven in the Pyrenees 
F ull sales, management, and rental service. 


CISA ANDORRAN PROPERTIES 
Kings College Road, ee, Middx HA4 8BH. Tel (0895) 621617 















| Contact: Edward P. ‘Gallagher, 
| Law, PO Box 70302, Washington, DC 









2ND PASSPORT/DR. LICENCES. 


Special reports. Any country. INI, 26 


Kleomenu Athens 10675 Greece. Fax 
7219080. 





START YOUR OWN  EXPORT/ 
IMPORT AGENCY, No risk; recession- 


proof business. We show you how. 


Personal service: Established 1946. 12 
offices worldwide. Free information 
pack: Wade World Trade Ltd, Dept 


2C24A, Wade House, Queen Street, 


Swindon. Tel: 0793 613161. Fax: 0793 
619527. 





ALL THE EDWARDIAN SPLENDOUR 

a fully restored 110ft classic motor 
yacht available for charter in the Medi- 
terranean. 12 guests + five crew. Tel: 
(UK) 0473 254630 tor brochure, or 
write Box No 3700, The Economist 
Newspaper Ltd, 25 St James's Street, 
London SW1A 1HG. 


IMMIGRATION TO BRITAIN — 
Do you need sound advice on UK Immigration 
matters? if so, come to the Professionals, ^ 
We are one of London's most successful immi- 
gration firms, staffed by former senior UK 


immigration Service officials. We handie busi- 
ness cases, overseas company representatives, 
work permits and all individual requirements. 
Contact: 

Cooper Associates, Suite 316, Premier House, 
10 Greycoat Place, London SWIP. Tel: (071) 222 
8866, Fax: (071) 222 $358. 





US IMMIGRATION 


Obtain US Immigration through purchase of 
secured and well-rewarding real estate or 
: on of American branch cce 
etc. ALL MATTERS HANDLED BY A 
LICENSED US ATT ORNEY/PRD ECONOMIST. 


‘torn a 





8 
USA. Tel: (301) 299-7268. ax. (301) 983- 
3439. 


BRITISH VIRGIN 
| ISLANDS 


"FULL NOMINEE, MANAGEMENT. 
ACCOUNTING AND ADMIN 
| A SERVICES AVAILABLE 


FOR AN EXPLANATORY 

DISCUSSION AND BROCHURE CALL. | 

COLINFOSTER — ^" 

OVERSEAS COMPANY 
REGISTRATION AGENTS LTD. . 
COMPANIES HOUSE 
TOWER STREET 
RAMSEY 
ISLE OF MAN 


TEL: 1.800 2834444 


PHONING FROM USA). 
. FREE). 


628488. 


TEL: 0800 269900 (T 
0624 815544, TE 
FAX 0624 81 





OLLFREEIF | 


BIRTHDAY DUE? Give someone an 


i original newspaper dated the very day 


they were born. £16. Tel: 0492 531195/ 
531303. 





AUTHORS INVITED to submit all types 
of manusctipts for book publication with 
reasonable terms. Stockwell, Dept 73, 
llfracombe, Devon. Tel: (0271) 962557. 
UK established TR: 





DR J. DAY. QUALIFIED HANDWRIT- 
ING ANALYST. 30 years experience. 
Business/personal/personnel selec- 
tion. Tel: 071-351 2220. 2 Berenger 
Towers, Chelsea, London, England. 





RARE BONDS FOR. THE COLLEC- 
TOR. Decorative certificates for fram- 
ing. Send for our brochure. GKR Bonds 
Ltd, PO Box 1, Kelvedon, Essex CO5 
9EH. Tel: 0376 71711. 





OVERSEAS POSITIONS. Hundrec 
top-paying - positions. All occupations. 
Free details. ‘Overseas. Employment 
Services, Dept EC, PO Box 460, Town 
of Mt Royal, Quebec, Canada H3P 
307. | 





TRANSLATION BUREAU: Documents 
from/into — English/German/Spanish/ 
Russian. Confidential, fast and reliable. 
Presentable interpreter also available 
for assignments. Reasonable rates. 
Postfach 5, D2243 Albersdorf, West 
Germany. Tel: 49-- 4835-288. Fax 
49-- 4835-338. 






















Readers are 
recommended 

. to make appropriate enquiries and 
- take appropriate advice before send- 
ing any money, incurring any ex- 
. pense or entering into a binding 
- commitment in relation to an adver- 
' tisement. The Economist Newspaper 
Limited shali.not be liable to a 

person for loss or damage incurt 

< Ot suffered as a result of his/her 
| accepting or Offering to accept an 
' invitation contained in any advertise- 
ment published in The Economist. 


ECONOMIST 


For ab pap ae about 


relechiaa: 212541 5130 
Fax (212) qr 









SONOMIC AND FINANCIAL INDICATORS _ 


OUTPUT, DEMAND AND JOBS America’ s retail sales fell in April, trimming the 12-month increase 
to only 0.5%. Japan's retail sales rose 8.7% in the year to February. Britain's cop grew a feeble 
1.5% in the year to the first quarter, while Australia’s surged 5.0% over the same period. Britain's 
industrial production jumped 1.8% in March, to give an increase of 1.6% over the year, after a fall 
|. 0f 0.396 in the 12 months to February. Japan's jobless rate edged up to 2.196 in April, from 2.096 in 
. March. France's rate eased to 9.396 in April. 














COMMODITY PRICE IND: 3 
Australia's wool growers are 
fighting to retain the current. 
floor price of 870 cents a kilo until the end of 
June 1991. Wool output is expected to rise 
1596 this season. to record levels, but 































» % change at annual rate demand from Japan and China has fallen 

industrial productio —  — ow/opP  _retail sales [volume] unemployment% rate | and exports are 60% down. At a recent sale 

be Sod (x — sb ix imthst ‘year latest year ago the Australian Wool Corporation was forced. 
. Australia — — 67 4 27. +74 +5001 +09 437^ &2 4 62 to buy 79% of the wool offered. Its stockpil 

' Belg oe. a e jl ae $85 +40 oi 91» $5 | Now stands at a record 2.6m bales and is. 

i. Canada — — 27  — 17 m 1 20 424a 117  -— 17 oe 72 - 78 expected to double over the next year. The- 

Frane — — 12. +19 w +40 +39 a — 44 t 1.1 de 9.3 aw — 100 awc, which has borrowed A$2.8m, says it: 
W. Germany + 89 — 4 37 w — * 37  - 37 w +103 t 61» ^ ^ 73 « 79 | willimpose a 25% tax on growers’ sales ti 
.279  — 03 m  *91 Q^ 3909 4 T102 + B! wn — — 52 w — 57 ^ | help finance the stockpile. The Australiar 

y nec i ua iu e UN LL LU ME IPM. e government wants the floor price lowered to 

pe 38 : ——á—— € M a Feb E fer ES 700 cents a kilo, but the AWC argues that this. 

ae ME D pa : x Im | a . would devalue its stocks. 
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—191 +09 a E1419 20 122 + 0.6 Mart 06 a" 0.6 a. 
- 02 +16 wm +17 +150 +48 +24 m 56 kw —— 65 coa D dM. ATE 
UU 25 +01 a -21 +220  -—10 4054 545A 52 | year 
imma. EU pec eel eel ees iia. UR CUTIINUES 
All items 1323 — 1315  — 12 — 68 
PRICES AND WAGES Japan's 12-month rate of consumer-price inflation slowed to 2.5% in April, | Food — AUST 2 L- NENNT 8 
from 3.5% in March. Over the same period Sweden's inflation rate eased to 10.1%, but itis still the | "mls i o 
highest in the table. Sweden’s wholesale prices held steady in April, trimming the 12-month rise to Wa a ue UrdA Di 
only 3.5%. French workers received a pay rise of 4.4% in the year to January, the biggest increase ‘Metals ma do4 28. Hi 
since 1986; after allowing for inflation this amounted to a real rise of only 196. RR] coc OUO QUSS ere 
% change at annual rate Ail items 100.3 .- 994  -— 44 ~143 
consumer prices* wholesale prices* wages/earningst Food . 80.6 796 — 45 ~138 
cE a LL OO ent s. NR ne 1198 — 1191 43 —146 
Australia + 7.0 + 8.6 re + 48 * 63: +91 + 6.2 no“ Mad NES C RENE NR si 
Belgium + 3.5 + 3.2 Apr — 54 + 0.9 re +19.5 + 5.5 0^ miman earrainean : -= 
Canada +55 + 50 w 4 23 4 02 wx 451  &1 m „Metals 127.8 6B , — 58 — D 
France 132 +32 —40 +12 % +46 + 44 m poe P FT 
W. Germany _+ 40 t 23 ww + 07 + 14 Ay + 49 + 60 wa Food Pis 209 NOCT ey 
Holland + 26 + 214 aw — 18 ~~ Q5 Mar + 27 + 15 Mar : : 
italy +70 + 5.8 w +60 + 54 x 4 65 + 69 De" buo MT PRECES 
Japan _ + 3.9 + 25 A + 3.5 + 2.7 aw + 37 + 3.3 Mw og ee USER DENN DN M 
Spain — + 7.2 + 7.0 Aw + 27 + 23 we + 27 + 5.9 sun ae es ett 
. Sweden +19.4 +10.1 ap +53 + 3.5 Ap +84 +65 m Du er grr 
. Switzerland * 50 + 46 ay + 30 + 15 Aw +45.7 * 36 o't — | speroz 37435 367.50 +01 +14 
| UK ANG — b 94 ww * 74 + O61 Age +117 + 95 mes Crude oil North Sea Brent | T 
ig um + 67 AT ap 4 46 + 32 ap + 51 + 356 ax $ per barrel 1235 — 1645 — 42 — 89 © 
irly wage rates in manufacturing except Australia, weekly earnings; Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA, hourly f Provisional $+ Non-food. agricultural ae 
ngs; UK, monthly earnings for all employees. { t 1989. 
























Œ GOLD The western world's supply of gold 
. rose by 113 tonnes in 1989 to 2,723 tonnes. 
. Most of the increase was due to sales by 
. central banks and communist-block (some 
, ex-) governments; altogether they sold 521 
, tonnes of gold in 1989. But a fall in net 
. disinvestment (ie, an increase in gold hoard- 
, ing, and forward trading of gold) of 222 
© tonnes and a cutback in gold scrap of 24 
.. tonnes cushioned the gold price. Mine pro- | 
- duction increased by 102 tonnes to a record- 
-of 1,653 tonnes. America's output was up by 
> 29%, Australia's by 25% and Canada's by | 
. 18%. Production in South Africa fell by 2%. 

Papua New Guinea suffered from the closure 

of its mine in Bougainville by local rebels, 

but its annual gold output is expected 
. virtually to triple by the mid-1990s, as new 
.. deposits are exploited. : 


- Footnotes applicable to ali tables. Ail figures seasonally adjusted except * not seas. adj. t Average of latest 3 months compared with avg. of previous 






, at annual rate. na not available, 3 
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(or effective) exchange rate is thea average of 


Since the end of 1988 the trade-weighted 
value of the yen has fallen by 19%. While 
the yen has recovered a- little in the past 
month, its effective exchange rate is still no 


Japan's central bank has pushed up its 


effort to stem the yen's fall. In the same 
period sterling has fallen by 996, the Austra- 
lian dollar has lost 7% and the Swedish 
- krona is down 196. All the remaining curren- 
- cies in the chart have strengthened. Top of 
the league is the peseta which has climbed 
6%, the Danish krone and French franc 
have each gained about 596. The dollar has 
edged up by just under 3%. 


its bilateral exchange rates, weighted by the. 
pattern of its trade with other countries. .- 


higher than it was four years ago. Since 1989 


discount rate from 2.5% to 5.25% in an. 


WORLD BOURSES Wall Street hit another all-time high. Tokyo broke through 33,000 for the first 


time since mid-March, but eased back to end the week 2.8% higher. Paris hit a record high, while 
Milan and Zurich closed at new highs for the year. London lost 0.796. 


% Change on 
record 31/12/89 

high in local in$ 
—35.2 — 93 —12.0 
— 88 — 41 — 08 
—14.3 —112 —13.0 
— 05 432 *39 .— 
— 59 + 3,7 + 49 
— 58 — 23 — 08 
—22.8 t 75 + 78 
—18.6 +75 +11.0 
—157 —157 —196 . 
— 30 4 52 +84 -— 
— 88 + 5.0 — 391 
—14.4 ~ $2 — 02 
— 73 + 09 + 34 
— 29 + 59 +15.9 
— 68 — 52 — 99 

nil 4 43 4 43 
— 82 — 76 — 78. 


Stock price indices 

May 29 1990 one one 

high low week year 

Australia 14950 17137 14345 — 420 =~ 31  - 
Beigium 62095 ^ 65994 55682 à^— t 12. t i7 ^ BB 
Canada 3524.3 4009.8 3334.2 —15  — 45 
France 560.) 563.0 482.9 + 0.9 + 17.4 
W.Germany 2271.9 24140 ^ 21515 +25 ^ - 307 ^ — 59 - 
Holland — 1982 ^ 2063 ^ $1842 ^  -* ni ^ * 36 ^ E 
Hongkong — — 30486 3067.7 27382 + 26 + 87 
italy 73892 739.2 646.7 + 0.8 4 210 
Japan 328177 387129 280021 + 28 - 37 -157 
Singapore 1558.2 1607.1 1479.0 — 13 + 222 
South Africa — 29300 — — 32110 2794.0 +02 + 213 
Span 2814 3029 2482 — — 07 -101 
Sweden 12732 13179 1272 +27 } 79 
Switzerland 8053 805.3 7376 +22 + 19.9 29 
UK 22956 24637 21034 -07 + 78 Er 
USA: 2870.5  — 2870.5 2543.2 — 06 + 160 
World 524.3 571.0 468.3 + 10 + 541 
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MONEY AND INTEREST RATES The 12-month rate of growth in both measures of France's money- 
supply quickened in February: M1 grew by 8.6%, M3 by 7.196. The growth in Italy's broad money 
narrowed in the year to March, to 9.996. Long-term government bond yields fell to 796 in Japan. 








Money supplyt interest rates % p.a. (Tuesday, except bonds which are previous Friday) 

% rise on year ago Money market Commercial banks Bond yields  Eurocumenty — 

Narrow Broad Overnight 3 months Prime Deposits Gov't Corporate Deposits Bonds 

[M1] lending 3months long-term 
Australia — — 01 193 wa 15.00 16.00 1875 1500 1345 1468 1456 1473 
Belgium +55 +94 0 10.139. 985 1325 9.65 9.86 991 1081 9.86 
Canada +03 4110 aw 1400 1390 1475 1385 1088 1163 1338 1270 
France +86 +71 co 988 9.69 10.50 9.88 968 10.25°° 994 9.84 
W. Germany + 21 +43 w« 7.90 830 10.50 — 7.55 895 8.95 844 8.95 
Holland +47 +14.0 fe 7.81 8.20 1025 8.20 8.94 9.56 831 9.23 
Italy +96 +99 ma 11.75 12.63 14.00 na 1167. 1217 11.81 12.04 
Japan +04 419.2 sæ 7.19 6.87 713 — 363 700 7.23 738 630 
Spain — 4219 4 87 «x 1467 14.98 1625 7.25 1292 1312 1420 1394 
Sweden na + 92 mr 1225 1325 1400 13.15 13.555 1454 1288 13.59 
Switzerland — 7.1 + 41 fo 875 875 1075 825 639 6.99 875 700 
UK +89 4175 1550 1508 1600 1506 1155 1307 1506 1283 
USA 4 32 +26 mw 6.25 8.16 10.00 8.28 867 9.50 844 — 937 


temm rr a rre te rr P rer n M ar e Pr n AH M Here Mert 


Other key rates in London 3-mth Treasury Bills 14.5%, 7-day interbank 15.0%, clearing banks’ 7-day notice 4.096. Eurodol 


rates (Libor): 3 mths 8.3%, 6 mths 8.4%. 
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units 
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0.78 
1 ze 





0.73 





ks. “*Last week's rate, 


— iMt except UK MO; M3 except Belgium, Holland, italy and Sweden M2, Japan M2 plus CDs, Spain M3+-other liquid assets, UK M4. Definitions of interest rates quoted 
available on request. Sources: Banco Bilbao Vizcaya, Chase Manhattan, Banque de Commerce eis uela Crees Leones | gr e qid ene Nederiand, Svenska 
Handeisbanken, e d CSFB, The WEFA Group. se raas cannot be cote as fer by hes 


i 


ire e trade ance nierowedi ede $31 billion. In the same ud Switzerland's 12. month trade deficit increased, for the fi fth consecutive month, to 
$6. 7 billion. » trade-weighted terms the dollar and the D-mark both lost 0.1%, the yen gained 0.5%, while sterling was unchanged. 
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"If We Dont Address The Issue 
Of Global Ecology We Wont Have 
. To Worry About The Other Issues. 


June 5, 1990 | 
is a proud day for 
. Mexico. 

On that day 
the Mexican Gov- 
ernment plays host 
to United Nations 
World Environment | 
Day, the purpose of | 
Which is to send | 

orth a clear 
message: 
Let us build a bet- 
ter planet for 
children. 

A New Crusade. 

It had its 
beginnings in 1972 
with the establish- 
ment of the first "Conference Of The 
United Nations On The Environment,” 
held in Stockholm. 

Its purpose then was to monitor 
changes in the environment worldwide, 
and engender proper environmental 
practices. 

The people and Government of 
Mexico take pride in supporting what 
came to be known as "The Declaration 
Of Stockholm," a key component of 

hich called for declaring the 5th of 
June World Environment Day. 


An Optimistic Focus. 

World Environment Day will start 
with a commemorative ceremony in 
the Palace of Fine Arts with a keynote 
address by the President of Mexico. 

Emphasis will be on achievement 
already realized in terms of scientific, 
technological and social contributions 
to such problems as acid rain, deserti- 
fication, loss of species, contamina- 
tion of the oceans, and atmospheric 
changes. 

The point will be made to the 
world that Mexico stands as a nation 
for the principle that a healthy environ- 
ment is essential for the common 
future of humanity with particular 
stress on the quality of life our children 
. will inherit. 





Environmental 
Partnership 

The World 
Environment Day 
Honor Committee 
includes U.N. Sec- 
retary General Jav- 
ier Perez de 
Cuellar, President 
George Bush of the 
United States, 
| Prime Minister 
Brian Mulroney of 
| Canada, President 
| Oscar Arias 
| Chavez of Costa 
Rica, President 
Mikhail Gorbachev 
of the Soviet Union, 
Prime Minister Mirada Thatcher of 
the United Kingdom and many other 
world leaders. 

Sponsors include offices of gov- 
ernment, international and domestic 
environmental organizations and 
enterprises, youth groups and mem- 
bers of the artistic and cultural com- 
munity These organizations will host 
forums to discuss local, national and 
world environmental problems. 


Trees Mean Life. 


Trees consume carbon dioxide 
emitted by coal-fired power plants and 
other sources. And carbon dioxide is a 
major factor in global warming. 

Thats why on World Environment 
Day a minimum of five million trees 
will be planted throughout Mexico—as 
many as possible planted by children. 

At the same time a reforestation 
telethon will be broadcast live via sat- 
ellite and by radio around the world. 


Countdown To The Millennium. 
Now, in the twilight of the 20th 
century is a time to re-establish our 
commitment to the earth and embark on 


a new decade of environmentalism as we 
count down toward the year 2000. 


Capsule of Hope. 
A time capsule containing per- 


CARLOS SALINAS DE GORTARI 
PRESIDENT OF MEXICO 


sonal messages of hope for the next 
generation will be buried during clos- 
ing ceremonies. The capsule, designed 
by Mexicos leading architect, will be 
sealed until June 5, 2000. 

World Environment Day will serve 
as a symbol of international ecological 
solidarity by bringing together repre- 
sentative groups who will draft a letter 
to all the peoples of the world with 
concrete recommendations for safe- 
guarding the planet. 

This event also provides an 
opportunity to break away from our 
dependence on fossil fuels and start 
encouraging an international energy 
policy that supports alternative 
energy sources and reduces the threat 
of contamination. 

Initially vour children may not 
know how successful World Environ- 
ment Day was. But eventually they'll 
find out for themselves. 





MEXICO 
WORLD 
ENVIRONMENT 
-DAY 
JUNE 5, 1990. 
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Cha rles, De ‘Orman 


Four Seasons Hotel, 
Washington, D.C. 








CHARLES IS THE CONSUMMATE 
AMBASSADOR. HE CAN USHER 
YOU FROM CHAOS TO COMFORT 

| IN MERE MOMENTS. 
















He will relieve you of all cares as well as your Pai By mn you to a serene enclave where requests 


oam k eed with the di s forecast, thus Mp" ud for the elements. es Chades greets 






you with a good word and winning : smile. Perhaps because no one knows better than our front- 


pe E E ies warm, comfortable realm that awaits you behind the Four Seasons dn 
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ABOUT DRIVING A PORSCHE 


»It tends to find 
its rightful owner.« 
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DRIVING IN ITS PUREST FORM 


WENSAUER DDB NEEDHAM 
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^ Weve got the manufacturing 
.apertise of the largest company 

the world behind us. And we're 
taking full advantage of it. 
General Motors executives are 
: working hand in hand with us at 
-Hughes Aircraft Company, offer- 
ing valuable insights into ways of 
. continually improving our manu- 
‘facturing processes. 
In turn, theyre benefiting 
_ from our technological knowhow 
- and from our industry's advanced 
- engineering techniques. 

HUGHES HELPING GM 

In factory automation, were 
helping GM link all their systems 
electronically. So they can improve 
the interface between people, peo- 
ple and machines, and machines 
themselves. 

With our systems engineering 
-~ tperience, were showing GM the 
art of simultaneously designing 
and engineering automotive prod- 
ucts. So they can make sure those 
products are designed precisely 
according to how they Il be manu- 


‘It’s a perfect partnership. 
We benefit from GM's manufacturing experience 
ind they benefit from our experience 
in high technology." 


Malcolm R. Currie 





Chairman of tbe Board & CEO 


Hugbes Aircraft Company 


factured, and any potential mod- 
ifications canbe made before they 
ever become a problem. 

GM automobiles are even 
beginning to incorporate Hughes 
technologies once reserved for 
high-speed aircraft. An example 
is the Head-Up Display (HUD), 
which projects information into 
the drivers field-of-view. Seemingly 
"floating" above the front bumper 
of the car is a continuous speed- 
ometer reading, as well as turn sig- 
nals and high beams, as required. 
With HUD, drivers can always 
keep their eyes on the road. 

GM HELPING HUGHES 

In turn, GM is showing us 
how toimprove process flow. One 
example is reducing the distance 


parts have to travel for assembly, 


cutting production time and costs. 
GM is also helping us cut costs 
through penny-wise cost con- 
sciousness. And now were begin- 
ning to calculate production costs 
down to the very last penny, and 
become more cost-efficient. 





Most importantly, were bene- 


 fiting from GM's expertise in pre- 


cision high-volume electronics 
manufacturing, to meet the grow- 
ing demand for our product. 
One example is the application 
of just-in-time inventory tech- 
niques in manufacturing missiles. 
They ve helped us improve our 
product quality and response 
time to customers, while reducing 
costs by eliminating non-value 
added tasks. 

SYNERGY 

General Motors and Hughes. 
Two companies combining their 
knowledge. And each becoming 
stronger. 

And I’m proud to say these 
two companies will continue to 
help one another. Sharing a com- 
mitment to our customers to 
develop innovative technology 


and produce our products effi- 


ciently and affordably. 


Hughes. Exploring new 
worlds through technology 





< Hughes’ Currie with Head-Up Display 
. in automotive simulator. 
xs ©1990 Hughes Aircraft Company 
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Inde it may take merchant banking 


to solve the most intricate problems. 


Few things are more complex than corporate finance today. 

The way you borrow in London may affect the way you 
manage cash here at home. 

Choosing between debt and equity financing can involve 
dozens of variables — all interlocked. 

Complicated puzzles like these often yield most readily to 
merchant banking. As practiced by Bankers Trust. 

Because of our wide array of financial services. 

And because of the multi-level, multi-service relationships 
that have sprung up between us and our corporate clients. 

The advantages of such broad and deep relationships are 
clear. By being involved in, and familiar with, many areas of your 
business, we can quickly sort out useful solutions from those which 
do not fit your overall financial picture. 

When problems were less intricate, conventional banking 
could solve them. Today, its most often merchant banking that 


provides the perfect fit. 


liBankers Trust Company 


Because today isn't yesterday. 
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lo thanks to Stalin 


IR—Mr DA. Slade's letter 
"Good old Joe", May 5th) was 
oth. poor history and astonish- 
ng in its moral confusion. 

He argued that Stalin was able 

nly through his brutal methods 
© produce ' 
ilitary hardware which ulti- 


ov-Ribbentrop pact could also 
justified as a means to provid- 


hough the subsequent partition 
f Poland between Germany and 
ssia could not. Mr Slade fur- 










































ry perceived as the i inter- 
sts of the state. These are also 
1 ly the type of arguments 
ich: Hitler and his acolytes 
would have marshalled to justify 
their unpleasant pepe in. 
ermany, 

Mr Slade's line of argument 


the purest of compassionless, 


the Nazi regime in’ Germany 


osely reflected those of Stalin) 

"the most monstrous military 
gime — the world has ever 
wn’. In contrast, he suggests 
at Stalin $ dud was based 


‘just in time" the’ 


ately defeated the Wehrmacht. I 
uppose that the cynical Mclo- 


ng the necessary time—al- 


argued that the murder of : 


s under Stalin' 5 repressive re- : 
ne SE — seen as R iHe l 
| | ~ October. The Bolsheviks were 


ay e 
London 


n be justified only in terms of 


moral Marxist logic. At the 
me time, however, he enters 
e moral arena, condemning 


whose methods of propaganda, 
s, mass murder and genocide’ 


(————————— PRAE 


SUBSCRIPTION COUPON 
The Économist Newspaper Limited 

? Jurong Port Road, Singapore 2261, Republic of Sind 
"Registered it tongan 236383. ‘Registered Otfice 26 51 James's Street SWTA IHC 


"on an appeal to the human 
spirit" which he compares 
favourably to western society to- 
day. Indeed, he bemoans the fail- 
ure of Stalin’s successors to emu- 
late his iron grip. 

Mr Slade would do well—if he 
wishes to attempt moral judg- 
ments as well as sweeping histori- 


cal generalisations—to be con- 


sistent. Both Hitler and Stalin 
were supremely evil men and 
both their regimes utterly inde- 
fensible. If Mr Slade wants to de- 
fend the ideals of the 1917 revo- 


lution, he may find it easier if he 


draws the line in 1924 when Le- 
nin dropped the reins. In my 
humble view, however, disaster 
could have been avoided only if 


the February revolution of 1917 


had not been followed by that of 


the disaster for Russia. 


SIR—How curious that Mr Slade 
can dismiss Stalin's brutal ex- 
cesses with the casual shrug that 


those before him did the same _ 
thing, and write off the deaths of 


3m Kulaks as "irrelevant", yet 
sanctimoniously condemn the 


West as a "society based upon 
: greed rather than spirit." 


' What 
is so spiritually uplifting about 
the state-sanctioned murder of 
millions of children, women and 
men? And why is the betterment 
of a society through free enter- 
prise such a repugnant idea? Fol- 
lowing Mr Slade’s perverse argu- 
ment to its logical conclusion, he 
apparently believes that life and 
death are ultimately irrelevant 


d 
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GREGORY SHENKMAN . 


"Sheikh Abdel Karim Obeid, : 
. Hezbollah official pue d abduc- UO 





world are noble aspirations and 


In practice, Hell. 
Bellingham, 
Washington Bii. DENNEY 


Six— Please do not trouble to re- 
ply to Mr Slade's letter. Instead, 
build a monument, etched with 


his words, and dedicated to the 
tens of millions of unknown 


Russian victims sacrificed to 

"the creation of the Russian ine 
who "pro- - 
. vided food for the proletariat i in 


dustrial revolution”, 


the towns,” whose deaths ‘ 
the context of Russian n 
are irrelevant” 
they have in the past taken more 
or less for granted", and whose 
failure to prosper is due to the 
triumph of ' human greed" over 
"the human spirit", 3 
Place this monument along: 


e Lenin's in Red Square and. 


let Mr Slade's words live there, 


unanswered. 
New York — MARC GINZBERG 
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A tax on philosophy 


SiR— Your article on graduate. 
careers in Britain (May 19th) ac- 


curately highlights the problems 


the City is having in keeping its - 


graduate recruits. 
Much of the blame for this 
must go to the universities. By 


encouraging the habits of intel- 


lectual exploration and indepen- 
dent thought they prepare their 
students ill for the economic im- 
peratives of the financial world. 
The situation could be im- 
proved by levying a tax on sub- 


jects, like English and philoso- 


phy, that encourage unrealistic 


mental habits in students, and 


offering incentives to science 
and mathematics departments 
which can be relied upon to pro- 
duce pragmatists. 

This would guarantee a 
healthy flow of graduates into 
the City and staunch the flow of 


intellectuals manqués to non-jobs 


abroad. 

Uboldo, NiCHOLAS GADD 

Italy (BA, English) 
TONY 
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| Colonel Wiliam H £ 
a pure heart. In vision, Utopia. a ne 
~~ proved that Colonel ie was 


, Whose "suffering 
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hanged after the abduction of 
Sheikh Obeid. On the contrary. 


there was strong evidence that 


the videotape shown at the time 


was made before the abduction. 
Rehovot, 


Israel ^ R. STERN 








Not Propper 


Si— You name the. killer of 
seven Gaza Arabs as Ami 
Propper (May 26th). His name is 
Popper, no relative of mine. 


London K.H. PRorrER 





Back to the future? 


Sin— Your. survey of capitali 


(May 5th) is a most stimulating 


review of the past, present and 
future of the private-propertied 
market. economy. However, 
there is a caveat concerning cap- 
italism’s changing fortunes. . 
Capitalism has always been so 
successful because of its ability to 
allocate risk preferences. among 
economic actors. Proprietor or 


entrepreneurial capitalism does 


this most effectively by reinforc- 


ing the link between risk-taking 


behaviour and its rewards or 


consequences. and thereby pro- 


motes the proper incentives to 
productive effort. It adheres to 
the old adage that one should 
put all one’s eggs in one basket 
and then watch that basket 
closely. But with the increasing 
concentration of equity and use 
of debt leverage, proprietor cape. 
italism portends a return to e 
turn-of-the-century era of rob- 


ber-baron capitalism. 


In the long run proprietor 
capitalism fails because the re- 
sulting concentration of wealth 
forces a misallocation of funds. 
Those who need to consume 
have no buying power and those 
who need to invest have too 
much. Government spending is 
a poor proxy for the consump- 


tion needs of the. masses and 


gives no respite from cyclical in- 
stability. If proprietor capitalism 
fails to promote the. equity. par- 
ticipation of the majority of the 








l | x itizenry {through the dispersion 
SiR—You state (May 5th) that ^ 
"Syria, lran and the kidnap“ 





of risk and returns. to owner- 


ship), it will continue to suffer 
from cycles and. — fall 
_ victim again to the cor 

‘sovernmeny and the 











































ds currently seeking qualified candidates - 
for the Positions of 


CORPORATE PLANNING COORDINA’ ‘OR | 
| DUTIES 


MES: This is a new appointment with brief to formulate corporate objectives, produce 
o. short and long term options for the optimum utilizations of manpower, material and 
tec nology” 1 the oil and. .gas industry. Candi date will be involved in the preparation 
-of financial analyses and economic feasibility studies for major projects and poten- 

tial investments, and will make a major contribution to the development o of strategy, 
planning » processes, corporate management information system & computerized 


planning models. - 


MINIMUM REC UIREMENTS - 


* Candidate: must be a graduate in petroleurn/chemical ‘engineering discipline plus 
industrial experience in management, Aon and other related subjects with 10/ 
12 years engineering & planning work in the oil, gas Ot du alie industry M 
at least 5 years directly related. planning experience. - | | 

* Khowl edge of IBM PG. based oe analys is/planting system v will be an advan- 
tage. ; | | 


























DUTIES 


sa *31* 


* The main responsibility - will include participating 
developing. planning scenarios for short term and. ERE p 
range operating environments and identifying and. inves- - 
tigating new investment opportunities and p projects as well — 
as economic evaluation. of existing operations and pro- M. 
jects, — | didi 


MINIMUM REQUIREMENTS 


* Candidate must have unversity degree in Economic cs, , pref- 
-erably at the post graduate level with 7/10: Masi experi. 
ence in the field of economi Ics preferable with oil or ve 


rochemical industry exposure. 











INTERESTED QUALIFIED CANDIDATES SHOULD APPLY TO: 


Q.G.P.C. (HQ) 


RECRUITMENT & PLACEMENT DIVISION 
P.O. BOX 3212, DOHA - QATAR 


TEL. 491213, FAX: 831125, TELEX: 4343 PETCOR DH 
























































t à little sh 
i efficiency à in favour of long 
tability. . ! 


aliforia MICHAEL HARRINGTON 


in—You are correct in your 
remise that a full working sys- 
tem of property rights is re- 
uired for a successful economy; 


of management directly 
ning firms, while being very 
icient (for at least one genera- 
on), disregards the equitable 
distribution of the wealth those 
fficiencies create. 

lt seems that a country's T: 
ency is judged relative to that 
ther countries, whereas a 
itry s internal equity is con- 
: red more important as the 
ntry becomes relatively effi- 
it. So countries tend to go 
gh cycles of relative efh- 
y and equity. Greater eq- 
s a luxury of the relatively 
l off (or relatively efficient), 
which currently includes West 
Jermany and Japan. Efficiency 
and the encouragement of risk- 
king are a "necessity" of the 
latively worse off, which cur- 
ntly includes America and 
england. 

If you are right in asserting 
hat Japan and Germany are 
king towards what I describe 
as more equitable ways of or- 
- ganising society, then in 40 years 
there will be, most probably, an- 





ng Germany' s and aH s at- 
pts to improve their lots in 
tion to the rest of the world. 


ysical | resemblance between 












owever, the system you pro- 


ther survey of capitalism outlin- . 


| Sou Caroling 


nt, had the de of j juxtapos- d 
z articles on Nepal and Nicara-.. 
This reveals an astonishing 


- fect change int 
-< Here's'a modest proposal: ! 
ss e future : 


en and their roubled 4 coun- 


tries if they discreetly swapped 


places? Do you suppose anyone 
would notice? 

Leeds — AIDAN FosrER-CARTER 
ott OPE HEUS" 


Scots awa' 


Sim — Your excellent leader on a 
politically independent Scotland 
(May 26th) says a lot that should 
have been said ‘earlier. What 
should be under discussion is 
not the union of the crowns, but 
the union of the parliaments. 


Dispensing with the Westmin- _ 
ster crutch could lead to less gov- 


ernment, lower taxation, new in- 
digenous industry and greater 
national pride rather than the 
dreary cowering scenario 
painted so regularly by anti- 
devolutionists. | 
Galashiels RUSSELL FAIRGRIEVE 





Good lives 


SIR—1 was surprised at the re- 
view of Robert Caro's new bio- 
graphy of Lyndon Johnson, 
"Means of Ascent" (April 28th). 

Your reviewer expressed the 
opinion that the main and possi- 
bly fatal flaw in Mr Caro's work 
was that it described in detail the 
conduct of Johnson. which had 
moral implications for the 


reader, and for the biographer. 


Mr Caro was faulted for reveal- 
ing what he thought those moral 


. implications were. The reviewer 
claims that “biography as a tool 
: - EE has never quite died 


”, though he clearly wishes it 
oll The tradition which your 
reviewer assails is the one which 


guided the first biographical lit- 
+ erature, and is the very quality 


which made this literature en- 
during, valuable and inherently 


‘interesting. Consider Plutarch, 


ot. Livy, who made no effort to 


avoid or conceal the "moral" im- 
plications of their subjects’ ac- 
tions from the reader. 


Columbia, 
R.R. BRIDWELL 










A nerica's top 
fe rtusatcly, it may 
cal ideas to ef- 
-near future. 


manaj e AS 


, Organistin in 











will need n managers who can mo ^ 


tivate, resolve disputes, imple- 
ment reward/punishment pro- 
grammes, and nurture talent — 
skills that are not acquired in 
business school. 

These skills are inherent in 
motherhood. Businesses should 
encourage women to take one or 
two years off to have children 
and then return, not to their 
previous jobs, but to the better 
jobs and salaries their new, valu- 
able skills deserve. Men, too, can 
be encouraged to take a year or 
two off for "parenting" instead 


‘of business school with the hope | 
that they too will acquire the 





management skills that 
parenting can impart. 

New York ARNOLD Brown 
Darwin's disease 


Si&— The idea that Darwin had. 


Chagas disease (May 5th) is un- 
tenable; some of his symptoms 
showed themselves before he 
was bitten by the Chagas vector. 
“The Correspondence of 
Charles Darwin” gives plenty of 
evidence that this was indeed the 
case. In particular, it quotes a let- 


ter from Maria Edgeworth: “Dr 


Holland tells us that the voyage 
(the Beagle journey) was not the 
cause, only the continuance of 


. his suffering—for that before he 
went to sea he was subject to the _ 


same.” In any case; several of his 
symptoms have no links with 
Chagas disease; and Professor 
Alan Woodruff, an expert in 
tropical medicine, pointed out 
the absence of typical Chagas 


symptoms. 


Darwin’s illness must have 


. been multiple allergy occasioned 


by generalised immune system 
dysfunction. This is the only the- 
ory that accounts for all the 


many symptoms he experienced. 
. Edinburgh 


FABIENNE SMITH 





Nordic links 


SiR— You ask in “The Scandina- 
vian connection" (April 28th) 
who minds paying to be thor- 


-oughly well connected? 


I must admit, I do. The TM 


for the three new tunnels and... 
bridges in the area around Den- © 
mark is the result ofa very active _ 
car lobby. Environmental prob - 
lems have not been taken into. - 
account. Building bridges and .- 
na | 


tunnels for cars will result. 
less efficient train system. 











| The Economist Intelligence Unit 
M Dept (EDXL) um Park Avenue South 
40 Duke Street -New York, NY 10003 


‘Who 


‘wants to pay for trains when it is 








cheaper and faster to invest in 
lorries and car? — 

Some think that Copenhagen 
will benefit, but no private-car 
owner from Sweden or Germany 
will spend a night in Copenha- 
gen when it is possible to reach 
Hamburg in two hours and 
Stockholm in four. 

Once the plans are imple- 
mented, the car lobby will have 
triumphed over the environ- 
ment and the public-sector econ- 
omy. Tunnels and bridges 
should be built only for trains. 
Copenhagen LARs L. NIELSEN 
A family resemblance 
Sirn—In “Electric shock for Eu-- 
rope (May 19th), you compared 


the falteríng bureaucracy of the 
Philips organisation with the fal- 


„tering bureaucracy of the Sov 


Union. What may interest some 
of your readers is the seldom- 
mentioned fact that both of 
these “empires” had their ori- 


' gins in the same family. 


Lion Philips, founder of the 


organisation that still bears his 


name, was married to Karl 
Marx's aunt, his mother's sister. 
Philips had no love for the politi- 
cal and economic views of his 
nephew, who on several occa- 
sions was a guest at the Philips 
estate in Zaltbommel. Philips in 
1864 served as executor for the 


senior Mrs Marx's will, seeing to 


it that Karl got his quarter share. 
That both of these institu- 
tional legacies have fallen on 
hard times almost simulta- 
neously is surely one of those 
curiosities that history provides 
from time to time. 
Tyler, 


Texas GARY NOR n 









































| Special Report No. 2029 
UK CONSTRUCTION — 
The industry, its Markets and the 


Prospects for the 1990s 

After the major recession of the early 

1980s, the construction industry in the 

UK once again appears profitable and 

dynamic, and well able to face the 

current short term recession. But which 

. will be the growth areas of the 1990s? - 

Public or private sector? Maintenance - 
or new building work? This report 

. provides a detailed analysis of 

sp nding, | investment, existing stock 

new building trends. : 


` Price: £295 UK & Europe; USERS North. 
America; £298 Rest of World — ; 
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| INTERNATIONAL LIVESTOCK C :NTRE FOR AFRICA 
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VACAN cY INT/003/90- 
GENERAL 


is one of the 13 ‘international Bia aa dti yh organis ans. de are Lipi pa the id 


` Consultative Group on International Agricultural Research (CGIAR). The Centre has research 
activities throughout sub-Saharan Africa and regional offices i in Kenya, Nigeria, Niger and Mali. 


ILCA's major activities are research. (in Animal. Sciences, Forage. Agronomy and Economics), 
training and information, and its goal is to achieve measurable and sustainable increases in 
livestock OPUN: Sub-Saharan Africa. TAS NL | 


POSI TION 


LCA wishes to recruit an applied BIOMETRICIAN for an international staff position to provide 
biometrics and computing support to ILCA staff. and collaborating scientists. The person  . 
appointed will assist with the design, analysis and interpretation of both on-farm and on-station = 
livestock research, and will advise on the collection and manageme : t of TORRE data. ihe ee 
0 ILCA and NARS will be: one co mponent i of the duties.. CMS or T we 


Most data processing is carried c out on IBM compatible m microcomputers 
Duty station will be one of ILCA's regional offices in West Africa. E 








QUALIFICA TIONS: 


The person apbóiñted should have a MScoraPhDi in Bioméiiyvatisties ür. an equivalent degre 
. with at least five years experience in biometric consulting for livestock-related i Tesear 
preferably in a tropical environment and proven skills in usage of rr jr 1d | | 
. Software packages like SAS or SPSS and database packages such as dBASE. Hec or he rast have 
. good communications and consulting skills, be willing to trave Ò 2 months per year and. 
in French i is required. 


to work as part of a team. Fluency i in. English. and ability to. work 


_ Remuneration will be in line with comparable international organisations and includes salary 
«(paid in US$), free furnished accommodation, insurance, pension, cost of living allowance, 
— hardship allowance, education grant for dependent. children and annus nome leave travel etc. — 
-Initial salary will be determined by qualifications and experience.: n | 




























APPLICATIONS 


; Applicants should send a letter of application, current curriculum vitae, recent salary historyand 
the names and addresses of three professional referees before July 31, 1990 (in septidence) to 
the Personnel Manager, ILCA, PO Box 5689, Addis Ababa, Ethiopia. > ! ; 



















The Inter-American Development Bank, an international financial 
organisation, seeks bilingual economists for assignment at Wash- 
“ington DC headquarters. The selected candidates will conduct 
appraisals of credit and financial sector adjustment Joan operations. : 
_in the context of overall macro and financial sector policies, and 
will be responsible for making recommendations for the design of . 
the proposed loan operations. Emphasis will be placed on: a) 
evaluating the relationship among: fiscal, exchange rate and 
monetary policies, and the resulting impact of these policies on the 
|] lj financial sector; b) evaluating the effect of financial policies on 
- bé {A | savings mobilization, resource allocatión and. the viability of 





/ STRATEGIC MANAGEMENT 


Applications are invited tó fill the position of Editor 














.— financial institutions. | 
Requirements: ' 


* Master's aee or equivalent academic qualification in Eco- 


nomics or related fields (PhD is preferable).  . 


* At least five years of experience as an economist specialising i 
the financial sector. Knowledge of economic policy, quantit 
tive.methods and hands-on experience dealing with issues and 
applying analytical appraisal techniques inthe sector.’ - 

..* Fluency in English and Spanish essential; knowledge of French 
and Portugese desirable. — en EU TOM FS Ln 









. — To enjoy and be adept at networking with au- 
| thors/contributors. . am PO 
| — To have a mind-set that will strive for continual 






We offer an excellent salary and benefits package, including 
. Telocation costs. Only finalists will be contacted for interviews. 
Interested applicants who meet alf the above requirements should . 
| send a cover letter and curriculum vitae to the following address in 
order to be received no later than June 27, 1990. ; 1 


Employment Section—CC, Inter-American Development Bank, 


1300 New York Avenue, Washington DC 20577 USA. FAX (202) 
623-3096. bo oW 











The Asian Development Bank, a multilateral development finance institution, is seeking applicants with 
. relevant. postgraduate qualifications and several years experience in development work for the 
_ following positions: == E EQ d MEL, 








_ 2. Programs Economists 


























E ach volume in this new 
regional series gives 
comprehensive guide to thé 
economies of the region and the 
issues which affect them. With 
| up-to-date facts, figures and . 
|. analysis, the volumes provide a 
complete overview of current . 
.- regional issues before discussing 2 
each country separately. 





REGIONAL ISSUES: 
Each region's political and 
economic performance is. 
assessed in a series of detailed 
articles by specialist writers on 
the area. The articles 
concentrate on issues that have 
‘ula relevance > 
| 1siness and polit 
prospects in the next few y 















THE EUROPEAN COMMUNITY 
Vol 1: Belgium, Denmark, Ireland, — $ 
a Netherlands, UK, W. Germany. 
Vol Il; France, Greece, Italy, Portugal, Spain. 


Regional Articles: 

"Vol lE: The Evolving Community ; 
What will 1992 mean for Financial Services? : 
The Agricultural Policy of the EC 
The EC and the Environment 
The Changing Face of Telecoms... - 
Vol H: Fortress Europe: 'The Right Way 
Forward? 

Mergers, Acquisitions and the Caine waits 
Can Regional Policy Cope with 1992? 
Unemployment — the Forgotten Issue 
Textiles: 1992 and Beyond Apri 1989 


j 


.— LATIN AMERICA 
- Argentina, Bolivia, Brazil, Chile. Colombia, 

| Ecuador, Mexico. Peru, Venezuela. 
Regional Articles: 

The New Democracies and the 
Constraints af History 
Pursuing Prosperity in the 1990s 

The Fight for a Share in World Trade 

Drugs in Latin America 

The Amazon — conflict over the environment 
; February 1990 
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` COUNTRY STUDIES: 


All countries covered in each 
volume are discussed 
separately, with data from an - 
extensive range of national and 
international sources organised - 
into a coherent and standard 

















































"Dac ember 1988 


THE ASEAN COUNTRIES 
Brunet Malaysia. Singapore, Indonesia, 
Philippines, Thailand. 






nar 
o Articles: 

The Asean Countries: the Next 
Political Development — 
An End to Stability - 
Prospects for Foreign Trade and Investment 
Asean Countries’ Financial Sectors — Filling 
inthe Gaps ~ 
The Asean Organisation — Where Now? 
October 1989. 
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The minute Repeater 





More than 1 0,000 nours to develop this 
masterpiece. A work af art which, when | 
desired, chimes the hour, quarter hour es 


Each watch is still made by ene watch- 
maker from beginning to end. Made by 
hand, numbered and signed. Not more — 








and minute. It represents the ultimate | than thirty such watches from the oldest 
achievement in traditional watchmaking watch brand in Switzerland leave the 
an. | l workshop every year, | 
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'N THE 1980s Latin America lurched from | 
A one economic rut to the next. Pethaps— 
just perhaps—the 1990s will be different. To- 
day's governments seem to have learnt from 
the many mistakes of their predecessors. In 
the past year the region has seen ten free elec- 
tions—itself a cause for wonder. All. of the 
newly. elected rulers won office on promises to. 
se their economies. Almost all have © 
.. «e set out òn the hard road of reform. If © 
‘enough ¢an stay the course, then Eastern Eu- 
rope may have a rival in the race for prop | 
ity during the next decade. - 









Naturally, the pace of Latin America’ $ PNE is uneven. . 


Some countries are already well down the road. Chile; under 


the dictatorship of General Augusto Pinochet, began to free - 
its economy from state intervention years ago. At the other. 


extreme, Peru has failed to take even the first step; in Sun- 
day's election, it will decide whether it wants to do so. And 


] Argentina, under its reformist new president, Mr Carlos 

. Menem, is struggling; i it has seen far too many setbacks inthe _ 

past year. Elsewhere, though, economic reform has gathered 
speed over the past two years. At last it can be said: foreigners ^ 
who still equate this region with debt and stagnation may be | 


infor a surprise. > 
: The two biggest economies, Brazil 25d Mexico; are now 


| led by young reform-minded presidents. Mr Fernando Collor 
and Mr Carlos Salinas both want to open their countties to 
*rade, and tear down the state sector. In Uruguay and Nicara- 


a, the new leaders, Mr Luis Lacalle and Mrs Violeta 
Chamorro, vow to do the same. Chile's newly elected presi- 


dent; Mr Patricio Aylwin, has promised to keep inflation low - 


and the private sector strong. Former interventionists, such 
as Mr Carlos Andres Perez, the president of Venezuela, and 
 Argehtina's Mr Menem, have startled many of their own sup- 
porters with.their reformist zeal. 


-. This shift has been sparked by a decades of puce ind a: 
| growing consensus on its causes. Even if some politicians 


never learn, it seems that their electorates at last accept that 
inflation—which has been the scourge of the continent—is 
- caused by governments spending mene: they do not. have. 
. That is a revolution. 

... Many of the reform-minded. avenni have already 
cut public spending deeply. Mr Salinas, Mexico's president 


since December 1988, has forced state-owned companies to 


fraise prices and has scrapped most subsidies. In 1982 the bud- 
_ get deficit of Mexico's government was roughly 7% of its GDP, 
«not including interest payments. Now the government has a 





behind tariffs, quotas and other barriers to imports. Gove 


. thus—witness Brazil and Argentina—induced egregious ec 


by the extra output it managed to produce, was pitiful. 
lic finance, Mexico has led the way. In the past 18 months ^ 
Salinas has eliminated import quotas, cut tariffs toam 
“mum of 20%, and embraced foreign investment. He n 


.- to his party's tule is starting to mount (see page 47), b 
. 1989 the economy grew by 3% and the inflation rate f 


| Brazil have followed. 
a way. Governments are selling off publicly owned enterp 
same time. Chile was the pioneer of privatisation in the 
has sold off 213 publicly owned companies. Argentin T 


-zil plans to raise $7.5 billion a year through such. disp 
Venezuela i is joining in too. i 


Í Banks and the new-model ds 


overturning its history, the region must also cope | 


_ bly clear. Can industrial-country: governments help. v 





dget surplus of the same order. Soon after taking office, | 


X nomi st 





M rises in | Does E able ic-sector spe 
deep cuts in spending. Brazil’s Mr Collor 
l nounced on his a one in power tha 





i foes y some to on n. an 
E. civi servants to that. end (see pages 83 3 






: licking hitherto, i is Viel. but does not 's 
For many years the region's other big e 
 momic mistake: was to aim for self-sufficier 





ments forced their industries to ignore world prices 
nomic inefficiency. Until quite recently the quantity of inves 
ment in Latin America, at 20% or more of GDP, was adequat 
by any standards; but the quality. of investment, as measure 


So freer trade must also be part of the remedy. As in pul 


wants a free-trade pact with Canada and Ainerica. Resist ne 


20% from 114% in. 1988. Where Mexico led, Venezue yan 

|. A broader push. to Semaine ded privatise i is FEN 
raising revenue and reducing the state's economic role a 
1980s. Mexico is about to sell its state-owned banks; alrea 


postponed its privatisations again and again, but at last 
set to sell its state-owned telephone company and airline. I 


What are the chances that these reforms: will stick?" 
America has been hamstrung by statism and bureaucrac 
most of the 498 years since Columbus arrived. While : 





massive burden of foreign debt. The scale of the task i: 
more official: lending, or by pressing their banks, more f ) 
fully than up till now, to provide extra debt rel lief - 
By and d large, the. answer is no. 4 A role for. pre 




















right Latin American default no 
eat to the world's financial system. Increas- 
igly, the | region and its creditors should be left to negotiate 
he division of the losses that too much bad lending and bor- 
owing have created. 
For their part, the debtors need to keep one crucial fact in 
ind: the reforms they are struggling to push through will 
tack their debt problem far more effectively than the gen- 
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he "omen of smiles uisa not built upon Du ond E 


































t- "free event: no settlement of the. German 


feei trade for a beleaguered Mr Mikhail Gorhacher to 
ike back to Russia. A few modest treaties were signed; Amer- 
ans can now fly directly to such places as Magadan. Mr 
iorbachev's loquaciousness was more noticeable than usual. 
-: But first glances can mislead. The most important thing 
about this summit was that it did not fail. It therefore did not 
slow down, still less upset, the three apple-carts now trundling 
precariously into the 1990s: German unification, Soviet eco- 
omic reform, and arms control. Not that the two presidents 
can do much to stop the momentum of these three processes, 
but their co-operation can affect the steering. It helps that the 





if they were colleagues sharing a common responsibility 
rather than as adversaries jockeying for advantage. 

“For that, a good chunk of credit must go to the Ameri- 
ns. This summit represents the culmination of some skilful 


emed almost irrelevant, out-of-step and clumsy as they 
rambled to catch up with events.in Europe. Now they play 
e game well. They recognised that to exploit the disintegra- 
1 of Soviet hegemony in Eastern Europe to their own ad- 
tage required restraint: it required Mr Bush to resist the 
ptation of jumping up and down on the rubble of the Ber- 
all—as his. political opponents from both sides urged 

y recogr inised, too, that Soviet concessions would 


ven more i portant has bon Mr Bush’ s flexibility in 
dling Germany. He began by wooing West Germany, as 
ountry in Europe that would matter most, long before 
! ll of the Berlin Wall made. that selfevidently sensible. He 








1 h itéherite public: misgivings. And by re-emphasising 
E American troops were in Germany by invitation, not 
cupation, he gradually made NATO membership for a uni- 
d Germany Lande to all but the Russians. Mr Helmut 










problem ‘remains—but i it erosity [x foreigners. Low inflation and a trade will bros 





viet Union and the United States now to some extent talk 


plomacy by Mr Bush and his underlings. A year ago they | 


ate P pma is. 





home some of the capital that earlier flew away and at the 
same time increase the supply of savings at home. This in- 
creased flow of investible wealth will be put to work much 
more efficiently than before. The burden of servicing debt 
will no longer bear so heavily. Immense political difficulties 
must be overcome before this vision is made reality— but it is 
a marvellous change that so many of Latin America's govern- 
ments have at last accepted the challenge. | 








BIRAC p .riticisim. d he has PRN a hostage to die fortune of an 
| feno ini At first nig it totes a toii c 


unelected Soviet politician. To preserve this man’s frie- 


` ship, say the critics, Mr Bush has given away too much a 


threatened too little; he dared not impose sanctions in retalia- 


- tion for the Soviet sanctions against Lithuania; he gave away 
| an American advantage in air-launched cruise missiles. He is 


too much swayed, they add, by Mr Gorbachev's remarkable 
skill at throwing horseshoes and too little by the fact that the 
Soviet president is booed in Minsk more loudly than he is 
cheered i in Minneapolis. 


Attaching strings to trade 


Yet Mr Gorbachev is not the Shah: he is no Yankee puppet, 
whose fall would remove all American influence. His succes- 
sor will be all the more ready—or desperate—to pick up the 
friendship with America with its promise of a Russian peace 
dividend and American investment. True, Mr Gorbachev 
and his compatriots already expect far too much from that 
misnomer ‘‘most-favoured nation" status. The longer it is in 
coming, the worse will be the disappointment when they real- 
ise how little there is to trade between the two countries, for 
all Mr Gorbachev's pleas to American business this week. 
Mr Bush attached no strings to free trade except the p 
sage of a Soviet emigration bill. Congress, for whom every- 
thing is a horse-trade, will use its infinite powers of procras- 
tination to try to attach a Lithuanian string. But, with luck, 
the Lithuanian issue will come out right. Already the Ameti- 
can inaction in exchange for Soviet restraint from shooting 
looks as if it may have done no harm to Lithuania’s eventual 
freedom. Anyway, Lithuania could soon be just another piece 
in a fragmenting jigsaw of nationalisms, especially if Mr Boris 
Yeltsin has his way and Russian nationalism looms largest. 
All American presidents say they want summits to be rou- 
tine; all are a little seduced by the illusion of personal friend- 
ship with their Soviet counterpart. And all troubled leaders 
find solace in summitry abroad. Witness Richard Nixon sit- 


ting by the Black Sea in 1974 talking to Leonid Brezhnev for 


hours about nothing, rather than face Watergate at home. 
But Mr Bush's geniality is not the reason for his country's 
present amity with its SEPEREN of so many years. Apptopri 

























































my? That is the accusation of his French critics, enraged by 
his dogged campaign to get. Renault, France's state-owned 
carmaker, to repay FFr12 billion ($2.1 billion) of disputed 
government subsidies. Last month Sir Leon claimed a dubi- 
ous victory when France's Socialist. government agreed to 
take back about half the aid. Now the French await Sir Leon's 
ruling, due later this month, ‘on the secret subsidies with 
which the British-government sweetened its sale of Rover, an- 
other state-owned carmaker, to British Aerospace. |. 

Sir Leon's decision on Rover should be harsh. He should 

uire British Aerospace to repay its £38m ($65m) in sweet- 
eners and then hand over additional cash because the British 
government refused to consider offers from other bidders 
likely to have paid more, This would chastise the British for 
deceiving the Commission on the terms of the deal. It would 
also restore Sir Leon's dented credibility after the last-minute 
compromise over Renault forced upon him by fellow-Com- 
tnissioners. Credibility is something he will need plenty of. 
Although Sir Leon, a lawyer, i is careful to deny it, the French 
are correct: his campaign against subsidies does, in effect, set 
the Commission against the very idea of state ownership of 
industry, the pillar ofthe mixed economy. oe i 

. The Treaty of Rome says that the Commission i is not sup- 
iud to favour, or. discriminate against, public companies. 

















But the Treaty.also outlaws state aid that distorts compe- ~ 


tition. This fudged an awkward question: if governments can- 
‘not’ aid.state-owned companies, what point is there in state 
ownership? The Treaty gave the Commission so much discre- 
tion that for decadés the matter could be ignored. . 
^^ When-Europe's single market programme was launched 
1985, Sir Leon’s predecessor, Mr Peter Sutherland, saw 
industrial subsidies as one of the biggest threats to its success. 
His officials found: that 3% of the Community's GNP was 








| Whend dealing with China’ S communists, never let them think their brutality is forgotten 


Y RAY E, or just foolhardy? Idealistic, or simply me 

E Beijing s students, defiantly commemorating last June’s 
carnage in Tiananmen Square, fit all those adjectives. So do 
. the 100,000 and more Hongkongers who on June 3rd and 4th 
“set aside their materialism to mourn the dead of Tiananmen 
-in the streets of Britain's colony, which becomes China's in 
-19 Unhappily, their. protests are pin-pricks in the hide of 
: communist partys The revolution. et Mao 
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ir Le ion ar id the subsidy mountain - 


C urbing aid for Europe’s state-owned iunc will ns state e ownership pointless: So do; it 


'AS Sir Leon Brittan, (hà European Caen E for | REDE on bades Beni was = no means "me worst 


. competition policy, declared war on the mixed econ- © 
fears that such subsidies will grow as trade barriers fall, wi 
‘out much of the internal market’ s benefit. He is therefore 


private investor. This extends the concept of subsidy f 


- usually identified as aid. Any government that (a) acc 


_ highly charged.as the R 


Italy was doling out eight times as much per worker. Sir] 


em 


ing a tough line on the matter: ? 
Sir Leon defines subsidies to. o iriclude dimos any 
where the state, as owner, behaves in a different way f 


yond the direct grants, low-interest loans or debt- 


rate of return on its investment. in a state-owned comp 
below the market rate, (b) implicitly guarantees the com 
ny's borrowings from private lenders, (c) injects additi 

equity capital when private investors clearly would no 
shares in the company or (d) forgoes dividends is subsidisi 
that company, says Sir Leon. So unless a subsidy is tem] 
ily sanctioned by Brussels, state-owned companies will 
quired to work as though they were private companie 
which case, it would seem, they might < as we be privater: 





Once more unto. the breach 


Such restraints on the management and financing of. state- 
owned enterprises are certain to cause rows that will be just a 
Renault dispute. Publicly owned compa 
nies account for. 1596 of employment in France and’10% in 
West Germany; after unification, Germany’ s state-owne 
tor will be much bigger. RI, Italy's state holding: company. 
shareholdings in 140. firms: employing 500,000 people. 
taste for privatisation ‘has waned. throughout: the Con 
nity, except in Britain where i 






it was always strongest. The} bi 

tle against subsidies has barely begun and is bound to beco: 
even more unpopular. The success of Europe's single marl 
may eventually depend on the outcome. That is why Sir Le 
must come down just as hard ona privafising Britain as or f 


interventionist France. ..- ^. . 




















2 is not about to gO the. self-destructing way of East: 
Europe's communism because a few hundred. students tà 
China's leaders with broken bottles (a. E on the name 
Deng Xiaoping).and western pop music. - 

Yet that does not. mean these proteste are insi i 
Far from it; their-real message is the weakness not of Chir 
young would-be democrats. but `of its old, has-been comr 
nists. Relendess propag vida; military. conscription and 
















| nt—none eof this stopped the marking of the 
i iversary « on ‘Beijing’ s campuses. Nor has it stopped the 
flight of Tiananmen’s student organisers (Miss Chai Ling’ s 
escape is the latest) to find safer political platforms in the 
West. To China's leaders the reason must be alarmingly clear: 
the party has lost the complicity of the masses. Dissidents es- 
cape because ordinary people are no longer willing to inform 
on their neighbours; students demonstrate because their cries 
< do find some resonance. 

© Is this message clear to those ae ds business: with China? 
During the past year Britain has condemned the bloodshed of 
Tiananmen, yet has still pursued a policy of "convergence" 
with China over Hongkong. America has been similarly am- 
bivalent: stern words from President Bush (a self-deluding 
old friend” of China) in front of the television cameras, and 
en secret visits to Beijing by his aides. 
_ The justification is “pragmatism”. Hongkong’s gitconio 
dence would evaporate overnight if Britain came to diplo- 
matic blows with China; and China's aspiring democrats 
would be stifled if American sanctions forced China into 
Mz oist x isolation. Credible Points ids a suspicion lingers that 










































How to casta cold eyeon gigabuck research Projects 


: TEI have seen further i it is because I stood on the shoul 
|. A ders of giants.” After the past century's explosion of 
_ knowledge, in which many of the secrets of stars and atoms, 


agree with Newton. Some of the giants they. stood on were 
- people—Einstein, Darwin, Schrödinger and the like. Others 
were mechanical—great telescopes, spacecraft and atom- 
mashets. They provide a vantage point from which great vis- 
as are visible. But the limiting horizon is always there. To see 
irther, scientists need new giants to climb on. And so they 
k politicians to build them the colossi of big science". 

. Big science means big machines. The search for far-away 
owledge—distant i in space, time or scale—needs tools like 
e Hubble Space Telescope, at $2 billion, and the 
perconducting Super Collider (ssc), a huge subatomic-par- 
le accelerator to be built in Texas for $8 billion. At such 
rojects should always be examined with suspi- 
, even if they do not involve giant machines. The latter 
nay well consist of many separate projects of variable worth 

ing strength in numbers. Tha 
en weighing the Human Gerome. Project ($3 billion), an 
ttempt to elaborate a genes that make up a person— 
nd a programme that cries out to be divided and sifted. 
Although America is the traditional home of such things, 
scientists in Europe and Japan have their big projects too. To 
dd weight to their pleas, all have developed techniques with 
vyhich to manipulate politicians, a task that can be trickier 

















mate costs. Ti ike th 


at, even death, ford ihre 8 

























. proteins and genes have been revealed, all scientists must - 


t should be -remembered 


han manipulating atoms or bugs. One ruse is to underesti- - 
sc. It was: originally floated i in the early — 





this pragmatism. sustains the powers o efi a fading regime—t 


- strangle Hongkong's fledgling democracy, or torture nuns i 


Tibet, or deny bright young people scholarships overseas, c 
keep Mr Fang Lizhi a fugitive in America's Beijing embassy. 


Naught for their comfort 


The right policy for the West is not to turn its back on Chin 
but to associate economic help more vigorously with huma 
"rights. Start by recognising that China's leaders are, literal 
dying. Their heirs will want to keep open the door of the Ch 
nese economy, not least because foreign trade now equates t 
a third of China's national income. Then wave a humanita: 
ian banner— for freeing dissidents or allowing emigration c 
liberalising politics—with every gesture of economic aid. Fo 
all their bombast, China's leaders cannot ignore their econc 
my s vulnerability. Which is why, as Mr Bush pondered Ch: 
na's trading status as a most-favoured nation, they said swee 
hings and released political prisoners. Mr Bush was right las 
month to renew China's MEN status, and he was right on Jun 
4th to criticise China's abuse of human rights. But, as '' 
intervening arrests showed, he was wrong to separate the 
Now is not the time to forget, nor to forgive. 








1980s dii a price tag of around $4 billion; now it is expecte 


to cost $8 billion. As the military knows, it is easier to rais 
the price of a project once it has been approved than it is te 
get it accepted at an honest price in the first place. But sucl 
underestimates are also self-defeating prophecies. Wher 
found out, they lead to expensive redesigns and delays whicl 
make the project lengthier and therefore more expensive 
That extra money then comes from more deserving causes 
Big projects have lots of allies—which is how they get bi~- 
the first place. When their costs go up, small, less well 
nected projects pay the price. 

The answer to low estimates is hard heads. If i it became 
more widely accepted that a project over budget was a projec 
doomed, low estimates would lose their allure. Future suppli 
cants to the public purse would see the wisdom of asking foi 
and living within realistic means. The vastly expensive ssc 
might be a good place to set a hard-headed example. Some o 
what it is meant to do may well be achievable on a smaller 
cheaper European machine. Other ways of achieving the 
same ends—notably by bashing electrons, rather than pro 
tons, together—offer real promise of doing some of the rest 
for a fraction of the cost. 


The end of science, revisited 


Supplicants also use hype. The case | for the ssc, the Space 
Telescope and the genome project have all been boosted with 


. much tosh about ultimate answers. The truth is that big-sci 
_ ence projects feed on their ancestors; yesterday 9 
vide men s questions: Ne i 








answers pro 

















ors, archer abec oe Bae telescopes. This is partly 
because, at the moment, experimental physical science is in 
-the grip of theorists, whose reach exceeds their grasp. They 
. think they know what is in the far distance, and want experi- 
ments to confirm their ideas. 

: But. confirming current theories is not the main aim of 
ence. Sometimes an earthquake—such as the discovery of 
igh-temperature superconductivity—topples giant theories, 





















"Thatcher remains that most un-Russian 


> ninakan, Mrs ' 


| ., 3enomenon, a successful revolutionary. Economists may de- 
- bate the reality, but no one can dispute the image she has won 


for herself as the world champion of free markets. Yet Mrs 

 Thatcher's British revolution in the 1980s was a matter as 
much of mind as of market-place. Her trick was to turn po- 
litely tolerated businessmen into distinguished people. That 
such a change was possible should give Russians cause for 
hope; that it can be rolled back—indeed, that the roll- back 
may already have begun—should make Britain worry. 

Alone among the postwar prime ministers, Mrs Thatcher 
-used her office to re-educate Her Majesty's subjects. In the 
. early 1970s her closest confidants persuaded her that Britain 
“was suffering not simply from over-mighty trade unions but 
i from a cultural malaise. The British were still hypnotised by 


their pre-industrial past, fascinated by pomp and ceremony, | 


aloof to business and commerce, and half in love with easeful 
` decline. She was determined to change their minds. 


Many believe that Mrs Thatcher has already done so— 
and mutter with a sigh of relief that at last the bullying, nag _ 
ing and hectoring can stop. Today, they say, only troglodytes 
-. yok down on markets, trade, and profits: noblesse oblige has - 
gone the way of beer and sandwiches at Number Ten. Per- 
haps the most striking evidence for this is the Labour party's 
glossy new policy-document. Gone is the claptrap about 
nationalising the means of production, distribution and ex- - 
change; in its place is a rhapsody to the market. Britons are all : 


 Thatcherites now. 

- Are they? Impressive though it is, Mrs Thatcher s pro- 
Hiin revolution is not as deep or as all-embracing as the 
hopeful imagine. The Labour party may proclaim ' ‘business 


"where possible, government where necessary”; but would it - 


E government to be necessary, say, to keep steel produc- 
. tion going in Scotland? Caring interventionism would still 
~ pròve worryingly popular. Remember that Mrs Thatcher's 
* -electoral hat-trick resulted partly from a sea-change in popu- 
Jar opinion but also from an astonishing run of luck. By the 
E - standards of the past, the 4296 Conservative vote in the 1980s 
*- was low—well below the levels achieved by Churchill, Eden 
! nd Macmillan i in the 19505, or even Sum Alec ec Douglas Home 








rather than new instances of old phenome 


long with their perching sc scientists. Those left standing look with success b behind them... " 


E ro THE admiring crowds in, Moscow, Kiev and 
P < virtues of free markets; emotionally they remain patern 


cuts in taxes or higher spending on welfare—the majorit 


respondents in poll after poll opt for the latter. Indeed, 


- proportion of the British people who identify the pro 
large companies with the deeper interests of their customer: 


' Industry, Henry? How broad-minded 


zens of Gosplan.a thing or two about using a maximum of 
 term—using. market-mechanisms to break up producer 


. rage from the producers and worried incomprehension : | 
their consumers. . 


the City, for example, too often talk as though a spell o 


revealed on June 4th, the majority of British economists 


. name for its own good. When Mrs Thatcher retires, 0 
. politicians may be tempted to say goodbye to all that 









out on SOUS surprises ui pos than the old | 
Such upsets should give another steer to those who pay f 
big science. Distrust anything which is the-same-but-bigge 
Do not write it off completely, but do distrust it. Favoi 
stead projects that stand a chance of exploring real novelt 
: ovel y sho 
not be valued above all else; but it should be value 
inertia and vested interests—even those of great scie 





















































- Intellectually, the British are more willing to reco 


and interventionists. When asked which they value 


some crucial issues electors have moved "leftwards": s 
1979. According to MORI, a market research organisation, 


declined from 54% of those polled in 1979 to 39% a decade 
later. : 


The educating, administrating and caring classes still belo 
to the world of 1945—the universities could teach the de 


security and a minimum of financial incentives to demoti 
their employees. The main thrust of Mrs Thatcher’s thirc 


tels such as the well-padded legal profession, or to invigor: 
the schools and the health service—has provoked cries« 


Even those aha make their living out of playing o st 
ing markets are at best only half-converted. Those who to 


growth rhetoric is to be expected as part of the natural o 
in Britain. And as an Institute of Economic Affairs su 


pose cuts in public expenditure and favour redistributio 
income by the state. | 

A decade is a short time in Zeitgeist politics. Rever 
century of anti-business complacency will take more t 
reign and zeal of one remarkable politician. Indeed t 
to modernise Britain has become too much linked - 


lapse into the bad old anti-business ways. Whoever succ 
her—be they Kinnockite, Thatcherite or Heseltiniar 
resist the gentle disdain of the smart set and go on  rebuil 
Britain's interest in creating Mond 
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A new Scandinavian banking group 
has been created through PKbanken's 
acquisition of Nordbanken, - 
name is being retained bythe Group. is 

The new Nordbanken is not only EOM 
He Scandinavian leader in terms of. | E T "e E 
customer base, but also markets assesses 
broad and most varied: range of pro- T le duse. BE 
ducts and services, both. corporate |... 7 00 o uo or 
and private. — — mE * a | E CMM & 
One out of every four corporations. "d 








































































-Üm short, we have a | unique: pre- >, o m T5 owe a penu AL 
sence on ud Scandinavian markel Poyo po aiee hes ^ 
- built for fast dec bioma aking, . 

When JE comes i to: 3 pune: mo ; o | TEC 











organisation to give you maximum - ET RT rt 
banking service. Nordbanken. 


















rushing into mergers and.a 
‘Both have ; 





‘acing the arrival of a single EC-wide E Europe’ $ compa anie are 
liances. Governments are OUR them. 
ot it wrong, says Professor Michael Porter, of the Harvard 


. Business Scl icol: the secret of competitive advantage i is to compete 







E LJ nomic unification by 1992 are creating 
possibility of an-unprecedented era of 


ve long possessed the skilled people: and 
tich industrial traditions necessary for high 
and rising productivity, the root 
cause of economic prosperity. What 
has too often been lacking is the dy- 
namism to achieve it. The lowering of 
barriers to internal trade and compe- 
tition is the discontinuity that should 
shake European economies into ac- 
tion. The question is, what action? - 
The Cecchini .report estimated 
that the post-1992 single market 
could. bring the European Commu- : 
nity economic gains of 5% of its total . 


GDP through the elimination of un. Vil 


necessary costs, reduction of artifi- 
cially high prices and reaping econo- 
mies of scale. Frenetic corporate — - 
activity, which is rapidly restructur- -..- 
ing European industry, is well under 
way. Yet there are serious risks that ` 


by far the most important opportunity a 


e 1992 process may not be taken. 

— Many in European companies and gov- 
ernments are approaching 1992 with a 
flawed model of the sources of economic 
progress. They see Europeanism or indeed 
“globalism as superseding the role of the na- 
tion in international competition. And their 
view of competition is a static one, in which 
eliminating inefficiencies and reaping-econ- _ 
omies of scale hold the key to success. Thus 
the creation of a single huge market is seen 
;as a major benefit of 1992; fostering the 
emergence of larger European companies to 
face it is a high priority; corporate collabora- 

. tion and alliances are seen as a good thing. 
-There may be once-off gains from re- 
structuring. But this flawed view of interna- 
tional competition threatens what should be 
<a far more importanť target of 1992. Greater 
. dynamism, in the form of rapid technologi- 
cal progress, far outweighs the potential of 
-effic je long-term pros 








r -YUROPE'S aior towards greater eco-. 


d X pean prosperity. European. nations | 


have become sharper as ever 


. differences in the performance 


tion, far from being _ 0f national economies, makes. 


supetseded, plays a central role. 

. European nations have many compa- 
nies and national industries that lack com- 
petitive advantage as against their best ri- 
vals. They exist behind tariff and, especially, 
non-tariff barriers, ranging from. idiosyn- 





cratic local product standards to import 
quotas and tied government procurement. 
These distortions support wide cross-fron- 
tier price differentials on similar goods (mo- 
tor vehicles and telecoms services, for exam- 
ple) and inefficiencies of all sorts. 


Suppose all internal barriers go. What 
then is the likely future structure of Euro- 


` pean industry, and the causal forces that will 


_ drive it? My research on the role of the na- 


tion in international competition, described 
in my book "The Competitive Advantage of 
Nations”, suggests some clear answers. — 


Nations differ markedly in the indus E 


tries, and segments thereof, in 
which their firms have compet- 
itive advantage relative to the 
world's best; differences that 


more industries are exposed to 
international competition. 
This, combined with striking 


. competitive success of firms. 


€ the presence of advanced and s 


. the industry; 


“yional performance attest. National; 


~ not threatened by global competition 
_ tal to success in it. And the size of th 
_market—a preoccupation of many E 





clear the fundamental role of nations in 





In the knowledge- and nO 
dustries that form the backbone of 
vanced economies, I found that competi 
advantage springs not from static effici 
cies but from improvement, innovation: 
the ability relentlessly to upgrade comp 
tive advantages to more sophisticated type 
These in turn result not from a comfortab 
home environment but from pressure : 
challenge. Four characteristics of a nati 
which constitute what I call the "diamond 
singly and jointly shape the capacity o 
firms to achieve and sustain advantage 



























































human resources, technical infrastruct 
and other factors of production needec 


@ the presence v m anc 
demanding home customers, whose 
needs anticipate those abroad; = 
-@ the existence of home-based suppli 
ers and related industries that are in 
ternationally competitive; 
@ the presence of capable, commit: 
ted, fiercely competing local rivals. 
Competitive advantage arises 
when several local rivals pressure 
each other to advance. This not only. 
breeds successful global competitors. 
but benefits the entire national indus- 
try, by stimulating. specialised educa 
tional and research institutions and 
attracting entry into related indus- 
tries. The national environment I 
comes a self-reinforcing system th 
promotes rapid progress. This pat- 
tern is characteristic of the most competiti 
industries in every nation, even small ones 
like Switzerland or. Sweden. © us 
Global success arises from a process: 
is often highly localised. Advantages: 
side as much i in regions within nation: 


ences in culture, values and institutions 


ans—matters far less than its chat 
Static efficiencies due to economies o 
at home count for far k 
the ability to innovate ; 
grade. Firms in global c 
tition are not restricted ti 
"home market; dynamic 
even from small. nation 
hd do reap economies o 
; om worldwide sales. 
=. The lack of capab 
v vals, AE 











































on d" within a Similar institu ‘ional 
ironment and culture, makes 
pid - improvement and innovation 
ss likely. The presence of competi- 
fs in other European nations is not - 
substitute (except where frontiers 
divide natural regions, as southern 








peaking Switzerland). 

. Some might argue that this ap- 
ies to America, but not to the small- 
"economies of Europe anc Asia. 
Wrong. Japan, Korea and six Euro- 
pean nations were among the ten that 

| studied. The most competitive in- | 
dustries in all the European nations 
were those where capable national ri- 
vals were pressuring each other to ad- 
nce: German cars and chemicals; Swiss 
pharmaceuticals, heating controls and 
avourings; Swedish heavy trucks, paper 























id factory-automation equipment. In con- 
ast, widespread collaboration was a sign of 
decline, or of government intervention pre- 
rving uncompetitive rivals. 

Some people think Japan's success is 
due to cartels and collaboration. It is not. In 
e industries in which Japan is internation- 
ally successful, 
fiercely competing local rivals. Its nine car- 
makers, 15 television-set manufacturers and 
ten fax producers show how local rivals, 
each with only a modest share of the home 
market, can prosper abroad through rapid 
upgrading and the i impetus to compete glob- 
ally. The same is true in Korea. MITI, Japan's 
ndustry ministry, has failed repeatedly 
when it has tried to consolidate industries 
eg, in cars, steel or machine tools). 
^^ Japanese co-operative R&D projects are 
quite unlike western versions of them. MITH 























hrough independent bodies involving most 

not all Japanese companies in the indus 
ty. These projects foster frenetic propri- 
ary research on the same technologies by 


ducts and machinery; Italian clothing ' 


it has many committed, 


iponsored co-operative research takes place ' 


the companies, with budgets that often far 
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exceed their contribution to the joint pro- 
ject. Instead of eliminating duplicative re- 
search, Japanese projects stimulate more of 
it, producing a breath-taking rate of pro- 
gress. Indeed, Mrri's principal overall role 


has been to pressure industry to upgrade. 


There are cartels, extensive collabora- 
tion and heavy government intervention in 


-all the nations 1 studied. Nowhere do they 
. work. Japan's cartelised industries are un- 


 ny's and America’ s. Some Europeans point 


competitive. So are Switzerland's, Germa- 


to national " successes" born of extensive in- 


tervention and subsidy as evidence'for the 
new collaborative model. These. are rarely 
real successes, when the costs to taxpayers, 
consumers and other industry aré measured. 

"These lessons carry strong implications 


- for the post-1992 shape of European indus- 


try. If distortions to competition are truly re- 
moved, and the process is allowed to reach 
its logical conclusion, national ‘economies 


will become far more specialised. National 


industries with a healthy local "diamond," 
including healthy local rivalry, will prosper. 
Isolated and protected firms will wither and 
die. Regional disparities will grow. Nations 
will often have several viable firms in an in- 

dustry, competing throughout Eu- 
. rope and globally—or none at all. 


“Flawed responses 
The European Commission. says 
. its aim is to stimulate competition. 


ing? A faulty model of competitive 


standable fears of the disruption 


pean governments and companies 
into flawed responses to 1992. 
Encouraged by governments, 
companies are rapidly merging 
and forming alliances. Such links 
are leading to highly concentrated 
.. national markets: in air transport, 
< for example. Mergers or links be- 


$: a ITUR a 





«Fine. But what is in fact happen- | 
advantage, combined with under- 


that would accompany an unfet-. 
tered transition, is leading Euro- . 


_ tween leading yeh competi a 





. tors are recbcing national cha mpions: 
. with politically powerful "European 
champions" such as Siemens, ABB 
and CGE, controlling large shares of 
the European market. 

Europe has rushed to embrace co- 
operation between competitors—not 
just small ones, but leaders—in re- 
search (Michelin and Continental in 
tyres, for instance), production and 
even marketing. EC rules encourage 
co-operation, with few exceptions. 
Yet practised among leading competi- 
tors it saps rivalry. Europe is misun- 
derstanding and misapplying the Jap- 
anese model. These practices threat- 
en the very foundation of competitive 
advantage and the benefits of 1992. 

For example, 1992 should bring big 

gains from the ending of nationalistic gov- 

ernment procurement, which supports mo- 
nopoly suppliers in several significant indus- 
tries, such as. defence. Opening defei 
contracts to foreign firms should enhat._. 
competition, lower prices and improve qual- 
ity. Yet. most of Europe's leading defence 
suppliers have already merged or formed al-. 
liances. So open procurement may not add 
to competition. Instead, governments will 
face larger and more politically powerful 
suppliers, with fewer real alternative sources 
of supply than before. 

It is easy to see why companies pursue 
strategies of merger, alliance and co-opera- 
tion: they are trying to limit the risk of going 
under. Such strategies limit upside poten- 
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Flying direct to less popular 
ong-hau! destinations has never 
been profitable. 

Until now. 

Off-peak flights to major 
hubs have always been less 
profitable. 

Until now. 


The new Airbus A340, nów 


route cost-effectively because you 
only need to fill 144 seats on an 
A340-300 to break even. 


What's more, it gives you 
scope to avoid crowded hubs and 
fly direct to less congested 
airports, offering new 
opportunities to extend route 
networks. 


-in addition to all this, with a 


jumbo. 


Figures like these spea 
themselves. 
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© Four world ports ` 
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e Specialty chemicals 
e Wood and p lastics. products - 
e Pharmaceuticals = — n 
. Seafood processing T LM "ul WEN 
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Rice, sugar cane, soybeans, cotton ^. : 
4 billion gallons of freshwater daily 
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INCENTIVES. 





* Zero properly taxes on plant and equipment for 10 years 
* Cost-free training 

e Tax credits of $2,500 per job 

e Financing packaging assistance 

* Free site information = — 







INTERNATIONAL INVESTMENT 


e $15 billion | 
e 200 firms from 32 countries 














iS LOCATED AT THE MOUTH OF b: 
THE MISSISSIPPI RIVER ON THE GULF OF MEXICO, 
A POSITION THAT PUTS IT NEATLY BETWEEN 
THE MARKETS OF NORTH AND SOUTH AMERICA. 









hedge against disaster. As long as 
ernments allow such corporate behav- 
jour, many companies will be drawn to it. 
The short-term effects may indeed look fa- 
vourable: once-off savings in lowered over- 
heads and less duplicated effort, while prices. 
firm up às competition falls. | 

Yet the basis for true competitive ad- 
vantage is endangered. Dominant firms, or- 






“ones caught in a web of links with: 

¿not innovate and upgrade. Sup ose 
ficiencies from mergers will prove elusive in 

“practice. Companies dep: 
rative activity will be 
lems of co-ordination. 
European firms from more dynamic « outside 
-tivals grows, so will pressure for “transi 
tional" support and other forms of protec- 
tion. The real threat of Fortress Europe is 
less near-term than long-term. 

Yet European consolidation is 
being justified as enhancing competi- - 
` eness. Goaded by the group of na- 

ns such às France that have long 
had mixed feelings about compe- 
tition, other governments are suc- 
cumbihg to seductive but false argu- 
ments. Better to point to a few special - 
cases such as high-definition televi- - 
sion or megachips, to argue Europe's 
lack of "critical mass" and excuse co- 
operation across the board (never 
mind that Japan, a nation with well 
under half Europe's population, has _ 
13 megachip competitors and maybe. — - 
a dozen. contenders in HDTV). Better ` 
European  ^* 


















to look the other way | 
competition is blunted or eliminated, — 
and hope that European will preserve a 
modicum of rivalry. Better to hope that with, 


enough co-operation, all can survive and 
" prosper. The reassuring corporate activity is 











i asc ob iid the iced to take the dificult 7 


opening i up governmen j 
» ducing customs barriers, priv 

tight. Yet other attitudes may prove dang 
ously counterproductive: plocae 
-.- € Competition policy. Both onal gov- 
_-ernments and the European Commission 
need to reappraise fundamentally their anti- 
trust attitudes. Though some rationalisation 
of European industry is desirable, mergers 
-and alliances among leading rivals should be 
prohibited. So should ones that give any 
company a large share of a national indus- 
try. À tendency not to scrutinise the deal- 
ngs of smaller companies, regardless of their 
competitive impact, must be eliminated. Pri- 


atisation must not be carried out in a way 
















| _ that pet ius local monopolies. 
- € Trade policy. Quotas on foreign prod- 


rivals, will. . 


1 nding on collabo- | 


the jal to 


ucts should be steadily eliminated. By a re- 


cent count, Europe has quantitative restric- 
tions on Japanese imports in 61 product 


categories, and there are clear signs of con- 


tinued- intervention in trade (eg, semi 


conductor-memory pricing: Europe should 


learn from America’s mistakes, not repeat 
them). Unfair trade practices, if they exist, © 
sare much better dealt with directly. Dump- 
ing rules are being interpreted in ways that ^ 
impede legitimate price competition and. 

protect inefficient European companies. Lo- 


calcontent tests—which are creeping into 


dumping investigations—harm consumers, 
‘reduce efficiency and invite retaliation. 


e Co-operative activity. Large-scale R&D 
consortia will not of themselves bring tech- 





nological resurgence. The evidence is clear 
that R&D co-operation succeeds only if it 
represents a small proportion of firms’ over- 
all research activity and there is ample com- 


| petitive pressure to force active independent : 
` effort. The most successful co-operative efe 


‘forts are local, and involve an independent 
research institute or university. European 








forts: to harap university-company | 
E j g Soay or Wes ae) 

-@ Standards. There are risks in "iótho- 

 genising EC standards. My. research suggests 


ten firms see standards as a hindrance and 
lobby to have them eased. Set at a high level, 
EC-wide standards could stimulate the up- 
grading of European industry. If they sink to 
the lowest common denominator, Europe’s 
companies may lack the impetus to be able 
to compete externally. - 

One thread that runs through these 
faulty policy approaches is a static and 
Eurocentric view of the world. Too much at- 





. ating an environment in which. 


| What companies should ds 
` Itis not on governments, of course, that su 


. nies must modify their approach to strate 
if they are to prosper as international con 
“petitors in the years after 1992. í 
"€ Mergers. Expanding international 
“more important than dominating the 
market. Mergers: gi 
markets are far better for | 

' "combining with leading domestic: com 


distributor, for instance, is more likely | 


: build focused international mar 


^ global" does not offset fundament 
. messes at home. Without capable . 


f tional and research institutions, 
.; pany's capacity to innovate and upgt 


diminished. Though buyingiri 


P | ^. nents may improve short-term per! 
ps quality and envitontlenzil impact promote p 
international competitiveness by pushing 
firms to improve and innovate. But too of- 


| that the foundations of future 


tion that companies no longer have 


tention is being paid to the once-off efi- 













































































ciency gains s within Europe, | 


companies can compete successful 
within and outside Europe. 


cess ultimately depends. European comp 


tors. St-Gobain's purchase. of a Bri 


hance competitive advantage than 
mens’s takeover of its computer- ] 
"ing rival Nixdorf. | ar 
e Alliances. Ais are not aq 
acea; most alliances are unstable, d 
ficult to manage (and anyway risk ci 
ating a rival). Only alliances that are 
highly selective will support true coi 
petitive advantage. Companies m 
themselves build the core skills anc 
assets required for competing. Co-op 
erative research activity is no substi- 
tute for company research activity in 
core technologies. Companies must 
step up their own investment in both 
product and process improvement. 
e Focus. Overall size is largely irrele- 
vant to competitive advantage. Diver 
sification to build size for the sake of 
size is exactly the. wrong strategy for 
most European companies to be following 
today—the American example is a poor. 
to follow. Instead, they should be na 
their range of. businesses and ‘investi 


in core businesses, in readiness or the 


petitive challenges ahead. © 
* Investing in the home base 


based suppliers and high-quality local i 





cated manufacturing and critical 
sole reliance on foreign supplier 
are sliding away. At the same ti 


base is mistaken. Dividing manage 
R&D equally among a number 
subsidiaries creates a daunting tas! 
dination that blunts dynamism: i 
rarely takes place by committee. 

The lesson for Europe’s con 
that the easy ways of dealing wit 
not work. Far better to begin 
steps to create true competiti 








i 


- 


> 


i= 
‘ 
CT > 


-> - 








" — =< -— 
$ M 
ve de fT xe i 
t: M i vo ocn NS -> 


Move into London Docklands and you enter 
another way of life. In your award-winning 
warehouse conversion - or buff-brick family 
house - you'll be on the threshold of London's 
best-kept secrets 

Brasseries that could be the envy of Paris (on 
both the right and the left banks of the Thames) 
It you prefer dim sum forget the West 


End and point your rickshaw to Limehouse, 


IN LONDON DOCKLANDS? 


THEY STEP OUT 
OF THE FRONT DOOR. 


London's original Chinatown. You'll shop in 
historic, listed buildings and sail from bustling 
yachting marinas. 

There are wine bars as modish as any in 
Manhattan. And taverns once frequented by 
Captain Cook or Lord Nelson. With 55 miles 
of waterfront, London Docklands is a natural 
centre for water sports, (and most other 


kinds of sport). 
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But the more you look, the 
greater the surprises. Such 
as the dry ski slope. Riding just a canter away 
from the City. And even three farms 

Call London Docklands on the number below 
and we'll put a wealth of information through 
your letter box. It could easily persuade you to 
move your own front door 

LONDON DOCKLANDS 0800 678910 
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South Korea steps out 


FROM OUR CORRESPONDENTS IN SAN FRANCISCO, SEOUL AND MOSCOW 


HE deadlock of Korea is yielding. The 

give in the seemingly insuperable prob- 
lems of the divided peninsula came this 
week when South Korea's President Roh 
Tae Woo met the Soviet Union's President 
Mikhail Gorbachev. Their meeting, in San 
Francisco on June 6th, which lasted only an 
hour, had been fitted in by the Soviet presi- 
| on his way home after meeting Presi- 

t Bush. But the outcome, for the Kore- 
ans, was spectacular: the two countries are 
to establish diplomatic relations. 

In agreeing to this the Soviet Union is in 
effect abandoning its old ally North Korea. 
As recently as December 1988 the Soviet 
foreign minister, Mr Edward Shevardnadze, 
said his country had no intention of open- 
ing diplomatic relations with South Korea. 
But since then North Korea has obdurately 
shut eyes and ears to the great changes tak- 
ing place in the communist world. Its leader, 
Mr Kim Il Sung, remains a dictator in the 
Stalinist mould. Mr Gorbachev seems to be- 
lieve Kim's days are coming to an end. 

The San Francisco agreement is a vin- 
dication of what the South Koreans call 
their Nordpolitik. Soon after Mr Roh be- 
came president in February 1988, he set out 
to make friends with the communist coun- 
tries friendly to North Korea. Until then the 
communist world had shunned South Ko- 
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Roh and Gorbachev have something for each other 


rea; and the South had in turn banned its 
people from contact with the communists. 
[n the past two years South Korea has estab- 
lished diplomatic relations with every East 
European country except Albania and East 
Germany (an omission that will not matter 
for much longer). 

The Seoul Olympics in 1988 helped. 
The publicity associated with the games 
drew attention to South Korea's booming 
economy. It dawned on the communist 
states that the Koreans had lots to offer 
them: not just consumer goods, but technol- 
ogy and investment too. Soviet trade with 
South Korea went up from $300m in 1988 
to $600m in 1989, and may double again 
this year. The Russians are even buying Ko- 
rean-made fur hats. The communists may 
believe that the economic successs of the 
South means it will dominate the united 
country if union takes place. South Korea is 
already buying up North Korean debts to 
foreign banks as they become available. 

Even before diplomatic relations are 
consummated, probably in August, both 
sides are keen to make the flow of trade and 
investment smoother. The two economies 
match well: the Soviet Union exports raw 
materials needed by South Korea, and 
South Korea exports not-too-sophisticated 
technology that would be useful to the Rus- 





sians. South Korea is not a member of 
Cocom, the club that restricts high-tech 
sales to the communists, and Cocom is any- 
way planning to cut its list of prohibited ex- 
ports; so some good business is possible. 

Within a day of the Gorbachev meeting, 
the Russians gave the Koreans a list of 100 
technologies they are interested in. The 
South Koreans plan to open sea routes to 
the Soviet Union, to ask for fishing rights in 
Soviet waters and to get approval for a long- 
delayed plan by Hyundai, South Korea's sec- 
ond-biggest company, for a forestry joint 
venture in Siberia. 

The Korean peninsula is still tense, 37 
vears after the end of the Korean war. The 
North's soldiers, largely armed by the Soviet 
Union, outnumber the South's by about 
two to one. For more than a year Mr Roh's 
government has been trying to improve rela- 
tions between the two Koreas. Direct negoti- 
ations have been a flop: they have advanced 
oromisingly, then collapsed. Mostly the 
North has been to blame, although last No- 
vember the South refused à cultural ex- 
change because the North wanted to show 
South Koreans a revolutionary opera. 

The hope is that the end of Soviet sup- 
port will make the North less aggressive, and 


the South less reliant on America's garrison, — 


at present 43,000 soldiers. An end to the 
conflict would be welcomed by both the 
Russians and the Americans. The United 
States is trying to reduce its defence budget, 
and the Russians want to cut their military 
spending in the Soviet Far East. 

The next big prize South Korea is going 
for is membership of the United Nations. 
The North has hitherto relied on the vetoes 
of the Soviet Union and China, as perma- 
nent members of the Security Council, to. 
kill any southern application for member- 
ship. Still dreaming of reunification under 
the North's leadership, the communist half 
of the country resists che idea of a perma- 


nent separation of the two Koreas, which it- 


thinks would be implied by UN membership. 
But the Russians are no longer likely to use 
their veto. What of China? 

In the past, when the Russians looked 
like being awkward, Mr Kim Il Sung used to 
try to intimidate them by cuddling up to 
China. The China cuddle no longer looks 
like working, partly because China too has 
been doing its recalculations. South Korea 
has no embassy in China, but the two coun- 
tries did $2.6 billion-worth of trade last year 
(about four times the trade between China 
and North Korea). 

South Korea is handling its UN bid with 


discretion. In April Mr Roh replaced the — 


head of South Korea's observer mission at 
25 
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the UN in New York. Its new man there, Mr 
Hyun Hong Choo, is a politician with close 
ties to the president. He was a cabinet minis- 
ter until April; before that he ran Mr Roh's 
campaign for the presidency. 

Mr Hyun has made private visits to 
Beijing and Moscow. He has been visiting 
China scholars in America to ask whether, 
in their view, China could be persuaded to 
support South Korea's entry. South Korea's 
trade, technology and investment are highly 
attractive to the Beijing regime. South Ko- 
rea might have to downgrade its friendship 


with Taiwan before it could open an em- 





bassy in Beijing, but the Koreans could 
probably endure that, though the Taiwan- 
ese would regard it as a betrayal. 

Nevertheless, China will want to think 
twice, or thrice, before falling out with 
North Korea, which it regards as one of the 
few ideologically sound countries left. This 
week, in what appeared to be an attack on 
the Soviet accord with South Korea, North 
Korea referred to "criminal international ef- 
forts" by the "splittists". China, still run by 
zealots who abide by the Marxist bible, may 
agree. 





Of ice-cream and chewing-gum 


FROM A CORRESPONDENT IN KASHMIR 


T WILL, says Dr Farooq Haidet; be the 


most perfect guerrilla war in-history. | 


The 55-year-old doctor is one of the lead- 


ers of an organisation that calls itself the: 


Jammu Kashmir Liberation Front. ‘This 
is not a sporadic uprising,” he says. It is 
the result of years of planning. 

The uprising he is talking about is in 
the Indian state of Jammu and Kashmir. 
Ever since the subcontinent was divided 
in 1947, mainly-Hindu India and mainly- 
Muslim Pakistan have argued over posses- 
sion of Kashmir, twice going to war over 
it. The present dividing line between Paki- 
stan and India dates from 1972. Last Janu- 
ary police in Srinagar, in Indian Kashmir, 
killed 32 people protesting against the ar- 
rest of militant Kashmiri Muslims. Since 
then the place has been close to civil war. 
The militants say they want Kashmir to 
become independent, or to become part 


and accuses Pakistan of supporting the 
rebels. Pakistani officials openly call for a 
plebiscite to decide Kashmir's future, but 
deny allowing guerrillas to operate from 
their territory. 

Dr Haider does not look like a guer- 
rilla. He lives in Rawalpindi, the sprawling 
and rather ramshackle town close to Is- 
lamabad, the Pakistani capital, Between 
sentences he eats from a bowl of rapidly 
melting ice-cream. However, he has guer- 
rilla credentials. In a glass cabinet in his 
living room he keeps a charred piece of an 
Indian aircraft he helped to hijack to Paki- 
stan in 1971. And his words have a mili- 
tant flavour. He claims that the first 
armed group of his Liberation Front 
crossed into India, into what he calls “‘oc- 
cupied” Kashmir, in 1966. “We have 
come a long way from there.” 

At the start of the present fighting, he 
says, "we chose Srinagar and the Kashmir 
valley as the first stage of our attack. What 
has happened so far is the urban phase, 
mostly sabotage and hit-and-run tactics. 
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Now that the Indian army is concentrated 
in the cities we are going to pull them out, 
just like chewing-gum, towards the border 
and the rural areas, spreading them out 
over a large area where they will be 
vulnerable." 

The doctor claims the Front has 
10,000 armed supporters. “Everybody is 
with us," he says. "There is a very bad 
time coming for India." A more realistic 
estimate of the Front's strength might be 
5,000. It says it has lost 600 men "exe- 





China 


Hevulsion day 


FROM OUR CHINA CORRESPONDENT 


IDNIGHT demonstrations by hun- 

dreds of students in Beijing Univer- 
sity; a candlelit vigil by at least 100,000 peo- 
ple in the centre of Hongkong; a chorus oí 
smaller protests around the world, from 
Paris and Moscow to Adelaide, Prague, even 
Ulan Bator; a lone worker sneaking into 
Tiananmen Square, only to be arrested for 


cuted by Indian soldiers". This correspon- 
dent went with five Front supporters on a 
reconnaissance of the no-man'sland be- 
tween Pakistan and India in Kashmir. 
They carried antiquated weapons, but 
handled them with aplomb and no doubt 
could do some damage. They said they 
had been trained years ago, then sent 
back to their villages and told to wait until 
they were needed. For the past two 
months, they claimed, they had been 
crossing into Indian Kashmir, carrying 
out raids and ambushes. 

Indian politicians have been urging 
their government to attack "training 
camps” in Pakistani Kashmir. But there is 
no obvious sign of camps to attack. The 
visible guerrillas are farmers with guns. 
Such training as they get consists, they 
say, of being told by a friend, "This is how 
you shoot a gun." It is denied that the Pa- 
kistani army gives any help to the guerril- 
las, except that it does not appear to look 
too closely at their activities. 

A perfect guerrilla war? A long one, 
perhaps. But, for all the rebels’ enthusi- 
asm, it will take more than this group to 
force India to give up its hold. 
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Take that camera away 


calling on China to “rise up". Nobody, Chi- 
nese or foreigner, has forgotten the blood 

at coursed from Beijing's heart a year ago, 
__ the regime suppressed calls for democracy 
and honest government. 

That includes President Bush. In a state- 
ment issued on June 4th, he said: “I remain 
deeply concerned by the lack of respect for 
internationally recognised human rights in 
China today... As China's people and 
leaders seek to recover from the wounds of 
Tiananmen, they should find inspiration in 
the modern, universal urge for freedom and 
democracy.” Pious words, and not said of- 
ten enough over the past year—but wel- 
come nonetheless. 

Unfortunately, China's regime is not lis- 
tening. How could it? The senior leader, 85- 
year-old Mr Deng Xiaoping, is fighting 
against octogenarian rivals, such as Mr 
Chen Yun and Mr Peng Zhen, to preserve 
the remnants of economic liberalism. Presi- 
dent Yang Shangkun, who is 82, and his 
younger brother General Yang Baibing are 
reshuffling to their own advantage the se- 

y ranks of the People's Liberation Army. 

The prime minister, Mr Li Peng, the 
party chief, Mr Jiang Zemin, and the Polit- 
buro rnember in charge of ideology, Mr Li 
Ruihuan, are known to be scheming to suc- 
ceed their dying elders. Doubtless there are 
others yet to reveal their hands. While this 
struggle lasts, the party is in no mood to lis- 
ten to foreign presidents—and certainly not 
to Beijing students who break small bottles 
as an insulting pun on the name of Mr Deng 
Xiaoping. 

Instead, the regime is returning to the 
habits of dissimulation, repression and xe- 
nophobia that pre-date the Communist 
revolution by centuries. Why else should the 
public be banned from the vast expanse of 
Tiananmen Square, to make room for such 
events as safety drills for taxi drivers, the 
marking of International Children's Day 
and the commemoration of the 150th anni- 
versary of the first opium war? 

Within hours of President Bush's polite 
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- criticism, the Liberation Army Daily traced 


the history of foreign interference from the 
opium war on. "Western capitalist nations 
have never relinquished their invasion and 
plunder of China," it said. Armed force 
having failed, the West now plotted China's 
“peaceful evolution" (the party's code for 
the transition from Marxism to democracy), 
a process that is “a kind of spiritual opium". 
Meanwhile China's foreign ministry blithely 
dismissed protests by foreign journalists at 
unprovoked violence by thuggish officers of 
the state who, among other assaults, kicked 
one photographer in the head and beat an 
American correspondent and his wife with 
rifle butts. 

At some point, both the repression and 
the xenophobia will surely pass. One reason 
is the economy's dependence on foreign 
trade. The release of 97 political prisoners 
on June 6th appeared to be calculated to ap- 
pease American congressmen unhappy 
about China’s renewed status as a most-fa- 
voured trade nation. Mr Peng Zhen con- 
vinces nobody in China’s economic minis- 
tries when he argues (as he did in a message 
to mark International Children's Day): “It is 
an objective law of the historical develop- 
ment of mankind that the socialist order will 
supplant the capitalistic order . . . Chaos, 
defeat, further chaos, further defeat, until 
destruction—that is the logic facing imperi- 
alism and all reactionary forces in the 
world." The reality missed by Mr Peng is 
that China, with a foreign debt of at least 
$44 billion, needs still more foreign credits 
and foreign markets to stave off the chaos 
caused by central planning. 

But the second reason is that the Chi- 
nese people are no longer a gullible mass, to 
be manipulated into an anti-foreign frenzy 
as they were during the 1966-76 cultural 
revolution. Today they have radios and tele- 
visions; many thousands have been abroad, 
and have talked to millions more. All they 
need is a little patience, until Mao's edifice 
has crumbled into irrelevance. Some will be 
brave enough to flaunt their dissent at ap- 
propriate moments (perhaps in September, 
when foreigners crowd into Beijing for the 
Asian Games). Others will simply keep their 
feelings to themselves, immune to all the 
claptrap of propaganda and “re-education”. 





Cambodia 


Failed again 


FROM OUR TOKYO CORRESPONDENT 


HIRD time still unlucky. After two vain 
attempts to negotiate an end to 11 years 
of conflict in Cambodia— first in Paris last 
summer, then in Jakarta in February—the 


country's four warring factions failed again 


in Tokyo this week. The two-day meeting 
sponsored by the Japanese and Thai govern- 


ments proved every bit the flop expected. 


The only remarkable thing was that the | 


representative of the Khmers Rouges, Mr 
Khieu Samphan, bothered to make the trip 
to Tokyo. Several weeks ago he said his 
organisation would agree to a ceasefire only 
if it were treated as an equal with the other 
three factions. The solution for the Tokyo 
talks was to lump the Khmers Rouges to- 
gether with the other two resistance groups, 
as a supposedly single entity negotiating 
with the Phnom Penh regime. 

That did not work for long. Mr Khieu 
Samphan marched out of the Tokyo meet- 
ing on June 4th after only 25 minutes of dis- 
cussion. The titular leader of the resistance, 
Prince Norodom Sihanouk, twiddled his 
thumbs for a day and a half until signing a 


token communiqué with Mr Hun Sen, the 


prime minister of the Phnom Penh govern- 
ment. Both men, with an eye out for possi- 
ble Japanese development aid, were anxious 
not to embarrass their hosts. The communi- 
qué blandly called for "voluntary self-re- 
straint". The fighting will almost certainly 


Public friends Sihanouk and Hun Sen 


continue. France and Indonesia may now 
try to reconvene the peace conference that 
was adjourned in Paris last year. 

The Tokyo talks made it finally clear—if 
any doubt remained—that’ the loathed 
Khmers Rouges are unfortunately a neces- 
sary ingredient for peacemaking in Cambo- 
dia. They seem to be gaining ground in the 
war, through a combination of brutal guer- 
rilla action, plain terror and a campaign of 
skilled disinformation. Perhaps only China, 
their chief supplier, can control them. 

When Mr Khieu Samphan walked out 
of the Tokyo meeting, the Chinese ambassa- 
dor in Tokyo, Mr Yang Zhen-ya, did his best 
to save face for the Japanese hosts of the 
meeting by claiming that it had not been a 
total failure. The Chinese government, 
which these days has few friends, needs to be 
nice to Japan. It may even be prepared to be 
nice to the government of Vietnam, the 
prime enemy of the Khmers Rouges. Chi- 
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t Indochina expert, Mr. Xu 
Dunxin. i is due in Hanoi on June Lith for 
our days of talks. His visit will be the most 
senior formal contact between the two coun- 
ries since the Chinese army took an unsuc- 
essful swing at Vietnam in 1979... 

.-. America would also. like-to see: peace 
-come to Cambodia. But the Chinese want 
o ensure that the Hun Sen government, in- 
talled by the Vietnamese army; does not 
tay in power in Cambodia. And the Ameri- 
-cans want to ensure that the Hun Sen peo- 
le agree to a free election. Peace in Cambo- 
ia will need a fourth try, maybe even a fifth. 




































epsi generation 


FROM OUR INDIA CORRESPONDENT 





“HE manifesto that won jest Novéniber $ 
. Indian election for Mr V.P. Singh's Na- 
tional Front was stuffed full of old-fashioned 
.big-government promises. Cynics laid bets 
-on how long it would take the minority gov- 
ernment to come to terms with reality. Mr 
gh has now set his colleagues firmly on 
he road to liberalisation... 

ie fw m investment is is the key. Then new 


tion to qned conkeittéc. “says: bad 
been sent x 're-education"' ' since last 
December. The security police say they 
have confiscated more than 500 different 
Sorts of leaflets and other propaganda, 
many of them produced abroad. The 
leaflets call for privatisation, the return 
f confiscated land, opposition to mili- 
tary service and freedom for writers. Se- 

orces say that during. February 
March they picked up 14 armed men 















The ponen have deo picked up 
ir Mike Morrow, an American who 
gotai gren A where he publishes a 
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to. overthrow the government. Four 
/ietnamese Mr Morrow spoke to are still 
being held. When he was.a reporter in 
‘Saigon, duri g the Vietnam war, Ameri- 





Xterrogators accused him of being a CIA - 
agent in touch with Vietnamese plotting 


- eld: practice was to. dichas certain pares of 
- athe economy open to investment, ‘implying 
..that therest would remain closed. At the be- 


ginning of May the prime minister told the 


governors of the Asian Development Bank, 


meeting in Delhi, that India would we lepine 
foreign investment in all but a few things, 
adding that the rules for investors would be 
more clearly stated, and approvals speeded 
up. True, India’s brilliant bureaucrats are 
expert at diluting politicians’ promises. But 


. Mr Singh knows their little ways. He argues 


that India is growing up; it is time to disman- 
tle protection and to bring tariffs down. 

. In his budget speech for 1990-91 the fi- 
nance minister, Mr Madhu Dandawate, an- 
nounced in mid-March that India’s tariff 
jungle would be cleared and replaced by a 


.three-rate structure, ranging from 40% to 


125%. He also promised to simplify indirect 
tax.rates and move towards a value-added 


-tax. Would-be investors should soon be able 
to know just how much protection their 


products will enjoy in the home market, and 
the duty rebates they will get on exports. 

. The central planners are taking some 
knocks. India's eighth five-year plan was due 
to start in April. The latest draft presented 
to the cabinet did not even bother to set. a 


target for GNP growth: the planners pre- 


ferted to set a target of a 396 annual growth 
in employment, along with lots of schemes 
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can officials alleged that he sympathised 
with the North Vietnamese side. | 
The Communist government be- 
lieves spies are everywhere. Radio Viet- 
nam recently carried a report claiming 
that "CIA agents are trying in every way 
to cause instability, instigate dissatisfac- 
tion and stir up trouble.” In their search 
for enemies, the Communists appear to 
be turning on old friends. Two promi- 
nent Roman Catholics under arrest, Mr 
Chan Tin and Mr Nguyen Ngoc Lan, 
have long supported the government, 
though both have criticised abuses of hu- 


.man rights. Other detainees include a 
former vice-president of the Communist- 


led Vietnam Labour Union and a former 


_president of the Saigon Students Union. 


| 5 direct relief ofi poverty. The cabinet told 
-the planners to have another think, insist- 


ing that GNP growth (a respectable 5. 3% be- 
n1 ad 1990) be reinstated. 
The pragmatists are impressed that, at 






last, the government is allowing an Ameri- 


can multinational, Pepsi-Cola, to build a 
plant for fruit concentrates, fast food and 
soft drinks in the troubled state of Punjab. 

Keeping soft drinks makers out of India has 
been a fetish with Indian socialists ever since 


„a previous government chucked out Coca- 
Cola in 1977. Mr Singh's government 
‘seemed to be delaying the PepsiCo project, 
‘but has now realised that Punjabi farmers 


are solidly for it, relishing the know-how it 
will bring to food exporters. Coca-Cola, not. 
to be outdone, is trying to get back too. 





Taiwan 
Crime-cracker 


FROM OUR CORRESPONDENT IN TAIPEI 


"'OBODY believed the tidy official ex- 
planation when Taiwan's President 
Lee Teng-hui named a military man, Gen- 
eral Hau Pei-tsun, to be prime minister. The 
president suggested a regimental hand was 
needed to contain the island's growing 
problems of "social disorder" —crime, as 
westerners call it. In fact the president was 
trying to protect his right flank within the 
ruling party; but the excuse was less phoney 
than it sounds. Taiwan is suffering from a 
social-disorder wave. | 
Crime was the biggest issue in last De- 
cember's elections, The rate of violent crime 
is still low by American or poor-country 
standards, but it has been rising fast. Official 
figures show violent crimes of all kinds up by 
more than 2096 between 1988 and 1989. 
Last year the courts issued 68 death war- 
rants. The annual average used to be nin 
Rival explanations are offered. Some 
say the ending of martial law three years ago 
let the gangland vermin crawl out from un- 
der the stones (hence General Hau's ap- 
pointment, to send them scurrying back). 
Others point to the island's ethnic division. 
The 1596 or so of Taiwanese descended. 
from the Nationalists who fled from the 


mainland in 1947 control Taiwan's politics; 


but in business native Taiwanese have out- 
shone the "mainlanders". Mainlanders who 
cannot make it in politics or the bureau- 
cracy, runs this reasoning, turn to guns. 
Drugs, which get the blame for most 


countries’ crime waves, are not thought to 


be behind Taiwan's. Some people blame 
envy. Taiwan is one of the world's most 
egalitarian societies, but a land and stock- 
price boom in 1987-89 created a resented 
class of super-haves who began ame 


their furs and Mercedes. E 
The criminals’ motives are certai 
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In the midst of an — eventful year and an international context of ." BNP 1989: 
economic growth and financial market volatility, BNP successfully reasserted I KEY FIGURES 
its basic ambitions: strengthening its position as leading universal bank no bii > ut 
France and playing a major role in banking in Europe and the rest of the world. 


_ |n France and abroad, BNP increased market share, developed networks, en- li 
larged the range of its products and services, modernized its open "aer n 
lities and strengthened its financial structures. E n 
Professionalism, quality and innovation are the key values of our cirporatit =: | 
plan, serving every category of customer. BNP has its future well in hand. CE 
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m THE LEADING UNIVERSAL BANK IN FRANCE - 


Tu 1989 was a! year of brisk activity for BNP with strong growth in deposits lending asset x ; 
< management and financial transactions. — A 
The ban kthus enla rged. its sha reofthema rket, pa r with E to privati cus- E P 
tomer and small and medium-sized company lending. At the end 0f 1989, assets ma- 
naged by BNP (deposits, UCITS, life insurance) reached FRF 480 bition, rcu. by. 
12.8 96. ; 


The agreement with UAP enabled BNP to offerz a broader range of services and to dive 
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sify channels of distribution: "insurance windows" ave already op ined. inumbe of _(in millions of francs) 
branches. EE 553,409. 
478,768 


BNP developed its network: Banque de Bretagne joined the Group with e T8 bran hes : 
and its subsidiary Banque de la Cité. $y 


Atthe same time > the bank incre: repan of modernization of its ts operating fe facili- i 





~ sactions. ‘tore t than " 000 JO BNP aut omatic stole machines are now available to the » i uroni: 
public. idis (in millions of francs) 
On financial markets, BNP bolstered its number one position in share flotations et 
(52 transactions), stock market listings (9 listings on the second market), commercial - 
paper and certificates of deposit. 


m A MAJOR GLOBAL PLAYER | M BN Jom hug 
in pursuing its international development, BNP has decided to base its growthonapoli-  TStockholders | emily And 1 provi alan sons} 7 
. Cy of alliances, acquisitions. and international developement. . x v. (in millions of francs) ~ 


~ 80450 


A close relationship has been established with DRESDNER BANK. | in Italy, BNP has be- 
come a shareholder of CREDITO ROMAGNOLO. BNP ESPANA alone opened 15.new 
branches in Spain in 1989. 


The bank has returned to countries with which it has historical ties: Algeria, Vanam 
- Madagascar. It broadened operations in indonesia and Turkey and opened a subsidiary 
in Uruguay. The establishment of a leasing company in the USSR and a financial come CONTAM 

pany in Hungary are the first stages of an active penetration of Eastern Europe. - - Dividend (including tax credit) |. 








in view of the Single European Market, BNP launched the first comprehensive line of .. |... per share Peres 


European mutual funds, based in Luxembourg. 19.50 


Three figures highlight the increase in BNP's earings: 


_ For the first time in its history, BNP’s net operating income iti FRF 10 bil- 
lion, reaching FRF 11,25 billion, a 16.9% increase. 


Net income for the Group rose to FRF 3.65 billion (+ 12.5%). 


The dividend, including tax credit, of FRF 21.60 (versus FRF 19. 50 in 1988) 
represents an increase of 10.80 %. 
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The sins of Sind 


FROM OUR CORRRESPONDENT IN KARACHI 


N PAKISTAN’S steamy port of Kara- 

chi, soldiers are building bunkers on 
the main thoroughfares and crossroads, 
in the midst of the city's honking riot of 
chrome buses, multicoloured lorries, ad- 
vertising hoardings and concrete-block ar- 
chitecture. It is something of an embar- 
rassment to the prime minister, Miss 
Benazir Bhutto, that only the army seems 
able to restore peace: in a week of ethnic 
and political violence some 200 
people were killed in Karachi and 
nearby Hyderabad, the two chief 
cities of Sind province. Miss 
Bhutto's followers used to blame 
the chronic violence of her home 
province on the divide-and-rule 
tactics of the late president and mil- 
itary dictator, General Zia ul Haq, 
but the advent of Miss Bhutto's 
much-acclaimed democratic rule 
has brought no lessening of Sind's 
lawlessness and political feuding, 
rather the reverse. 

The divisions between Sind's 
two main ethnic groups are wors- 
ened by political rivalries and by 
the overflow of arms from the Af- 
ghan war. On one side is the native 
Sindhi population, mostly rural 
and mostly supporting Miss 
Bhutto's People's party (the 
Bhuttos are a powerful landowning 
Sindhi family). Extremists and hot- 
heads among them have turned to a num- 
ber of Sindhi “nationalist” parties. 

On the other side are the Mohajirs 
(refugees), Muslim families who fled from 
India after partition. These Urdu-speak- 
ers mostly settled in the cities in Sind, 
which they now dominate to the exclu- 
sion of the Sindhis. Mohajir political 
power has risen under the Mohajir Qaumi 
(national) Movement, or MQM, which 
plays on the fears and frustrations of 
Mohajirs in their overcrowded urban 


strongholds. 





nomic. Random street crime remains rare. 
But, at the crude end of the scale, Mercedes 
owners may emerge from a pleasant evening 
- in anightclub to find a couple of gun-toting 
toughs demanding a modest $4,000, say, for 
looking after the car. Limousines are not be- 
ing taken out so often these days. 

Doctors, lawyers and heads of compa- 
nies have been the main targets of kidnap- 
pers. Protection rackets are thriving. The 
economics ministry says that nearly a third 
of the small and medium-sized businesses 
surveyed by it say they have been subjected 
to attempted extortion. All this smells of 
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Extremists among the MQM, People’s 
party and Sindhi nationalists are all in- 
volved in political terrorism and vendet- 
tas. This latest bout of killing was set off 
when the provincial People’s party gov- 
ernment tried to round up some sus- 
pected terrorists in a Mohajir neighbour- 
hood of Hyderabad. The anti-government 
demonstrations that then broke out 
among the local people were put down on 
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May 27th with the killing of at least 40 
people by the police. 

Although an army-enforced curfew 
soon restored order in Hyderabad, terror- 
ist reprisals for the government action 
there led to a week of killings in Karachi. 
Many of those who died were shot by mys- 
terious gunmen, known as snipers, who 
travel in cars or on motorcycles and shoot 
people in the streets, apparently at ran- 
dom. In a horrifying incident last week 
several snipers got on to a bus and opened 
fire on the passengers, killing 24 and 


organised crime. Some of the gangs, particu- 
larly those in the protection racket, are lo- 
cal. Others are international. Most of the re- 
cent upsurge in handguns on the island 
appears to be caused by imports of Red Star 
pistols from mainland China—suggesting 
collaboration with mainland gangs. 

The links sometimes stretch far indeed. 
Recently it emerged that the wife of a Hong- 
kong billionaire had paid his kidnappers 
$30m—half the demanded ransom—only 
to hear nothing more from them. The day 
after the payment, six people were arrested 
in Taipei for involvement in a $28m money- 


wounding 33. In a similar incident this 
week 13 people in a bus were killed. 

The snipers are mostly young men at 
the extreme end of the disaffected youth 
of Sind—frustrated men with a grudge 
against society, against the government or 
against the other side, unable to find 
work, frequently dropouts from univer- 
sity. They are politicised but not civilised. 

The political parties in Pakistan use 
their student wings as shock troops in 
their rivalries, and give them arms to “de- 
fend” themselves from the other side. 
When violence flares up, the hot-headed 
ones go into action, carried away by 
the power their guns enable them 
to wield. 

Two young snipers who were 
shot and captured in action in the 
latest violence turned out to be po- 
licemen, who were also members of 
the MQM. So far has dick rot sunk 
into Sind's polarised soc 

Miss Bhutto has said d that the 
rule of law will be restored in Sind. 
More tellingly, in the current 
power balance, General Aslam Beg, 
the army chief, has said that all ter- 
rorists will be rounded up regard- 
less of their political affiliation. The 
army is generally seen as fairly even- 
handed, but it is impatient of the 
politicians who have allowed Sind 
to slide into such a mess. 

What are the MQM’s leaders do- 
ing to stop the violence? The Move- 
ment's headquarters in Karachi is 
practically empty these days. lts 
leader, Mr Altaf Hussain, is currently un- 
dergoing extended medical treatment in 
London, issuing daily press statements 
from a safe distance. 

The only certainty about Sind's tra- 
vails is that ending them will require a 
strong hand. Many Pakistanis are afraid 
that the People's party government is not 
up to the job. With army help, the vio- 
lence may be controlled, but permanent 
peace will require a political understand- 
ing een the instigators. This is no- 
where in sight. 





laundering operation. The Taiwanese au- 
thorities thought they were breaking a gun- 
smuggling racket the mainland and 
the island. Many Hongkong businessmen 
suspect instead that the Taiwanese police 
had stumbled on the Hongkong kidnap, in- 
volving gangs in the colony itself, China's 
Guangdong province and Taiwan. 

— [sthis the sort of thing General Hau can 
sink his teeth into? The comforting rumour 
is that his men have already started closing 
in on Taiwan's gangsters. Nobody is dusting 
off the Mercedes yet. 
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An AS/A00 gives your gt 
PCs the power 
of teamwork. 








Individual PCs help the individuals 
in your group. An AS/400" from IBM 
can help turn them into a team. 

An AS/400 does more than link 

your PCs — it manages them. 

It gives everyone on your 
team access to customer 
lists, billing information, 
documents and other vital 
records. And it helps you get the 
whole picture of your business. An 

AS/400 lets you build on your investment in 
PCs, but takes you much further. In addition 
to the PC productivity software you already 
use, you can choose from a growing catalog 
of over five thousand industry-specific 
AS/400 solutions — solutions that give you 
a competitive edge. 

If you've got a few PCs scattered around 
the office, an IBM AS/400 is the powerful and 
affordable way to get them all working 
together as a team. ==. 















as 


We'd like to send you a free Peter Hackett 

informative brochure IBM World Trade Asia 
showing how an AS/400 can Corporation 

help your PCs work together —— Advertising/Promotion Centre 
as a team. To get yours, clip Level 32, One Pacific Place 
your business card to this 88 Queensway, Hong Kong 
coupon and send it to: 
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AMERICAN SURVEY 


Six-day vacation for a worried man 


Russophilia 


WASHINGTON, DC, MINNEAPOLIS AND SAN FRANCISCO 


"TOGETHER at last!” says a new T- 
shirt above a fancy crest: "CIA-KGB: 
Now we're everywhere!” And for the six 
days that President Mikhail Gorbachev was 
in North America, everywhere was exactly 
ere the spooks could be found. Their co- 
peration caught the mood of the summit, 
reflected as it was in the "chemistry" be- 
tween Mr Gorbachev and President Bush, 
and the cars they all screeched around in. 
No two countries content to see their lead- 
ers in vehicles as graceless as a Zil or a stretch 
limo can remain enemies for long. 
And no two countries with thousands 
of nuclear weapons aimed at each other can 
ever be stand-offish; no matter what the 


state of the rest of the world, the arsenals of 


America and Russia doom each country to 
talk to the other. Like all summits, this one 
claimed to be different from all that had pre- 
ceded it. But perhaps with reason. For while 
America remains a superpower, Russia has 
lost an empire. Mr Gorbachev, his country's 
economy in tatters, came to Washington as a 
supplicant in the shadow of the rise to pow- 
er of a rival, Mr Boris Yeltsin. 

Strange, then, that the principal results 
of the summit should seem to be more to Mr 
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Gorbachev's advantage than to that of Mr 
Bush. In the case of the trade agreement that 
the two men signed, Mr Bush no doubt cal- 
culated that a gesture to his new friend was 
worth it, even though he had earlier seemed 
to suggest that there would be no such 
agreement until the Soviet economic stran- 
glehold on Lithuania was eased. Truth to 
tell, the agreement costs Mr Bush nothing. 
It will have no effect until Congress says so, 
and since this is the same Congress that has 
taken six months to pass an. aid package for 
Panama, that could take for ever. 

Mr Gorbachev also realised a long 
standing Russian goal by signing a chemical- 
weapons treaty, though in this case Mr Bush 
has been equally keen. The treaty commits 
both sides to stop producing chemical weap- 
ons as soon as the treaty is ratified; to begin 
destroying their stocks in 1992; and to cut 
their stocks in half by 2000 and down to 
5.000 tons each by 2002. The details of in- 
formation exchange and verification are to 
be worked out by the end of the year. 

Chemical weapons have for some time 
been of little use to superpowers as deter- 
rents and of some concern to them as the 
favourites of third-world dictators. The two 


presidents hope their agreement will give a 
push to the nearly stalled Geneva negotia- 
tions to outlaw chemical weapons world- 
wide. However, given the ease of producing 
such weapons, the ease of concealing pro- 
duction plants and the immense difficulties 
of checking to ensure that no clandestine 
production is going on, it is hard to see any 
treaty stopping third-world countries from 
getting into the poison-gas business. 

Mr Bush having made a gesture on 
trade, and the two having found common 
ground on chemical weapons, it would have 
been nice if Mr Gorbachev had given a little 
ground on Germany. Though expectations 
had been raised before Mr Gorbachev's ar- 
rival, American negotiators had never 
thought that the question of German mem- 
bership of NATO could be settled at the sum- 
mit, simply because neither Germany nor 
any other non-Soviet European power was 
represented at it. The details of a settlement 
of the German question will have to be 
worked out elsewhere—at the "two plus 
four" talks on unification, in the talks on 
conventional forces in Europe (CFE) and 
within the Conference on Security and Co- 
operation in Europe (CSCE). 

Nonetheless, the Americans did think 
they and the Russians could move the pro- 
cess along, and to that end, with their Euro- 
pean allies, had prepared nine points which 
were intended to.make the Russians feel 
comfortable about German membership of 
NATO. Though not all the points had been 
worked out in detail (the main one, a pro- 
posal from Bonn to limit the new Germany's 
armed forces, is so far only a sketch; neither 
the limits, nor the area within which such 
limits would apply, have been fixed) the 
Americans thought that Mr Gorbachev 
might be prepared to discuss them. 

He was not, instead lecturing Mr Bush 
on how important the German question was 
to the Soviet Union, on how many Soviet 
citizens had died in the Great Patriotic War, 
and on the Soviet Union's "moral right" to 
help reshape the map of Europe. The tone 
was a surprise. More of a surprise, to the 
Americans, was the fact that Mr Edward 
Shevardnadze, the Soviet foreign minister, 
was not interested in the nine points either, 
so that he and Mr James Baker, the secretary 
of state, also got nowhere on the question. 
“Time spent on Germany’, said one admin- 
istration official, “was time wasted." 

Mr Bush's people are frankly confused 
by all this. Since German unification pro- 
ceeds apace, they are not clear what Mr Gor- 
bachev's game is. The most common guess is 
that he wants to clear up his domestic crises 
before he turns to foreign policy. A few in 
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Washington think Mr Gorbachev must be 
hoping for a deus ex machina (a Social Dem- 
ocratic government in Bonn, say) that would 
grant him better conditions. Others doubt 
that he can really stall until December, when 
Germany goes to the polls. 

Meanwhile, Euro-diplomacy continues 
at the pace set before the summit; that is, 
breakneck. On June 5th Mr Baker met Mr 
Shevardnadze at a CSCE session in Copen- 
hagen; he was then to fly to Scotland for a 
NATO meeting. Mr Baker took with him a 
Soviet proposal for some form of non-ag- 
gression treaty between NATO and the War- 
saw pact, but it was not clear how seriously 

e was meant to take it (more seriously, 
probably, than another suggestion made by 


- Mr Gorbachev to Mr Bush— that the search 


for a European security umbrella might be 
ended if the Soviet Union joined NATO). 
Mr Helmut Kohl, of West Germany, was 
due to meet Mr Bush in Washington on 
June 8th, with Mr Lothar de Maiziére, the 


prime minister of East Germany, due in 


‘town four days later. Given Mr Gorbachev's 


silence, it is not clear what they will all find 
to say to each other; but the smell of a Ger- 
man solution is still in the air. 


. Grain and chips, please 
If Mr Gorbachev played his cards close to 


his chest on Germany, he was engagingly 
frank on commercial relations with Ameri- 
ca. He gaily dismissed the trade agreement as 
significant only for its politics. Economically 
it does nothing more than reduce some tar- 
iffs, and provide a framework for protecting 
American companies' intellectual property. 
It does not grant the Soviet Union “most- 
favoured-nation"— that is, not heavily dis- 
criminated against—trading status. 

Twice, however, in Minneapolis (where 


. it was cold and wet, and the organisation im- 


peccable) and in San Francisco (where it was 
warm and sunny, and the organisation a 
shambles), he went touting for business be- 


- fore audiences of robber-baron capitalists. 


Ideas came thick and fast; American elec- 
tronics might be carried on Russian rockets; 


American companies might help him con- 


vert defence factories to civilian use. He hap- 


. pily promised that the rouble would soon 


ome a convertible currencv. 

In both cities, the reaction of his audi- 
ence was a predictable enthusiasm for a new 
market, coupled with wry tales of the red 
tape that has ensnared western businessmen 
on earlier excursions to Russia. Mr Gorba- 


chev had agreed to increase grain imports by 


10% to 10m tonnes a year for the next five 


years; in the wake of his visit to Minnesota, 
*agro-business trade associations decided to 


lobby for most-favoured-nation status, 
which they think will give them more farm 
exports. They will be assisted by Minneso- 
ta's Governor Rudy Perpich, who hopes to 


. rope other midwestern governors into his 


support for Mr Gorbachev. 
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Such support is a measure of the popu- 
larity that the Russian president continues 
to enjoy in America. Know-all insiders said 
from the moment he arrived that he looked 
greyer and less bouncy than during his visits 
in 1987 and 1988—and indeed, in his last 
speech in San Francisco, he was almost em- 
barrassingly tired, his phrases punctuated 
by long pauses as he struggled with his 
notes. The rise, and democratic legitimacy, 
of Mr Yeltsin were duly noted by commenta- 
tors, who drew unflattering comparisons 
with the unelected power of Mr Gorbachev. 

Yet most Americans are not yet ready to 
believe the new conventional wisdom. Ex- 
citement surrounded him, whether it was in 
Washington, DC, where some of the people 
trying to touch him during walkabouts were 
sobbing, in polite Minnesota, where the 
ubiquitous demonstrators from the Baltic 
states clapped him even as they waved their 
flags, or at Stanford University, where the 
students bicycled around as his motorcade 
swept past the palms and magnolias. The en- 
thusiasm was unfeigned. Whatever now 
happens to Mr Gorbachev, there are thou- 
sands of American who will delight in telling 
their grandchildren that they saw him. 
There are worse fates than to be the stuff of 
bedtime stories in Minnesota. 





Strategic arms reduction 


olightly safer 


“HE START agreement that Presidents 
Bush and Gorbachev initialled in Wash- 
ington on June Ist has some things going for 
it—provided all the details are eventually 
worked out. It will require the scrapping of 
some long-range missiles; it will achieve this 
without doing substantial violence to the 
nuclear balance between the superpowers; 
and it will create tighter checking arrange- 
ments than are now allowed. It is therefore 
probably worth having. But only just. 

The treaty is more conspicuous for what 
it does not do than for what it does. It was 
never going to be a 5096 cut of bombers, 
missiles or warheads, as many people origi- 
nally thought, and it has slipped further 
away from that figure as the negotiations 
have proceeded. 

The treaty limits each country to 6,000 





Cruising on 


"warheads", but bombers carrying long- 
range cruise missiles will count as only eight 
or ten warheads each even if they are car 
ing as many as 20, and as only one warheau 
each if they are equipped with any number 
of short-range missiles or ordinary bombs. 
Submarine-launched ballistic missiles will be 
"discounted" to allow for those on board 
submarines being refitted in port. Sea- 
launched cruise missiles, which the Russians 
had wanted to include in the treaty, are ex- 
cluded from it but will be limited to 880 
(which is more than either country had 
planned to have, and some 500 more than 
either deploys today) by a "politically" but 
not legally binding protocol, and will not be 
subject to checking. 

The result will be to cut the Americans' 
strategic warheads from some 12,000 to 
around 9,500 (see chart), roughly the num- 
ber they had in 1973. The Soviet Union will 
be reduced from just over 11,000 to fewer 
than 7,000, about thé number it had in 
1980, only a couple of years before START 
started. The treaty will, however, limit fu- 
ture growth in warhead numbers. ` 

Although these reductions are not very 
impressive, they will result in one big saving: 
the warheads that are withdrawn will yield 
such large amounts of plutonium and en- 
riched uranium that neither country is likely 
to have to produce any more, ever again. 
One estimate, by the Natural Resources De- 
fence Council, is that the United States will 
recover 17 tonnes of plutonium—it takes 
about four kilograms to make a bomb—and 
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In a volatile financial climate it's quite 
possible to get your fingers burnt. So 
its comforting to know you can 
find a safe home for your money. 
The Royal Bank of Scotland Offshore 
Premium Account. Safe, and attractive 
too. Our high interest rates are paid gross 
without deduction of tax. And, as your 
interest is paid quarterly, you can even 
earn interest on your interest. Qur rates 
are quoted every day in the Financial 
Times and are linked to the London and 
International Money Markets. What's 
more with a Premium Account, you get 
a cheque book, cheque card* and a 
Cashline card,* giving you instant access 
to your money when youre in the 
United Kingdom. The Offshore Premium 
Cheque Account is available in. three 
currencies. Sterling, Deutschmarks and 
US Dollars. The ER investment is 
only £2,500 or currency equivalent. To 
open an account or for more details, fill 
, 


in the coupon. In an uncertain financial 


world, it's in your interest to act now. 


To; The Royal Bank of Scotland plc, Offshore Islands 
Office, 44 Esplanade, St. Heber, Jersey, Channel 
Islands. Please send me details of the following 
Offshore Premium Cheque Accounts by return. 


a an t 
Sterling a US Dollars a Deutschmarks E : 


Name . ot alte —— Fe 


Address j E ie 
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The Royal Bank 
of Scotland 
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, The Royal Bank of Scotland ple, Offshore Islands Office, 44 Esplanade, St. Helier, Jersey Channel Islands. 
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Under the Representation of the People Act of 1989, 
important changes have been made in who can vote 


in UK Parliamentary and European Parliamentary 
Elections. | 


- You no longer need to declare an intention to return 
to the UK. 


deesse 
diver 


a 


Your vote will be cast in the constituency in which 


you or your family were registered before leaving 


- The qualifying period for the ri ight to vote for people the UK. 


| Noti abroad has been extended from five to twenty 


That means if you left the UK as long ago as 


rober 1970 you can still vote. 


People who left the UK before they were old enough 
tobe included on the] Electoral Register may register 


In order to qualify you need to fill i in an application 
form by 10th October 1990* 7 


To get a form and explanatory leaflet contact your 
nearest British diplomatic or consular post. 
'15TH SEPTEMBER IN NORTHERN IRELAND. 


UR RIGHT TO VOTE IN 1 


ISSUED BY THE UK GOVERNMENT 












some. e 85 tonnes gs enriched uranium. But 


| seaming? s new tritium, which iin a -short 
half-life, will still be needed. | 


Med new "allowed total of f missiles and 








TA b 248. These figures probably u under 
ethe number of weapons! 














pow with hei tir 
98 B52 bombers, or converting m to Carry 


conventional weapons. The. Russians will. 


have to retire around 20 bombers and scrap 
-= ound 50 submarines plus at least l, ,500 
i xm issiles. 

But the treaty does not outlaw modern- 
isation within the limits, so both sides are 
free to replace existing missiles with new ver- 
sions, such as land-based mobile missiles, 
warheads that manoeuvre in space to frus- 
trate anti-missile systems, and earth-pene- 





trating bombs that can knock out hardened. 


silos. Modernisation is no bad thing, be- 
cause many new weapons are more accurate 
and less powerful than their predecessors, so 
they would produce less unwanted damage. 
However, the enormous number of weapons 
that each country is still allowed means that 
the droplets of money saved by the cuts in 
warheads and missiles will probably vanish 
without trace in ocean-sized spending on 
new systems as modernisation programmes 
go ahead. 





Soviet Jews 


Aet thee to Israel 


> 'ERE'S E a rumour that Amer- 
KA K ica might be about to take in a few 
thousand more Soviet Jewish refugees is 
frowned upon as weak-kneed response to 
Soviet and Arab pressure. Never mind that 
America has been berating the Soviet 
- Union for years for its restrictive emigration 
practices, and is still punishing it with minor 
trade sanctions (witholding most-favoured- 
nation status) because Soviet changes in 
practice have not yet been codified into 
changes in law. Russian Jews who want.to 
leave can now mostly do so but they wander 
. off into the distorting-glass of Middle East- 
. etn politics. 
^ Soviet Jews come to the United States as 
~ refugees, not as immigrants (who, under cur- 
< tent law, are almost all close relatives of fam- 
ies already i in the county For this fiscal 
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BRIGHTON BEACH 


N A suburb less than ten miles from 
the carotid artery of capitalism on 
Wall Street, transactions may still be in 
dollars, but the principal language is not 
English. Over the past ten years, New 


York's Brighton Beach, nestled on the - 
southern tip of Brooklyn, has become - 
= home to a great influx of Soviet Jews. 
Those who have seen Mr Neil Si 
mon’s autobiographical play "Brighton 
Beach Memoirs” know that the Jewish- 
ness of this lower-middle-class area 
stretches back to the 1930s..But while . 
i ynagogues and knish stands under ` 
the elevated subway. track have not 
changed, the main avenue is now lined . 
| with cyrillic signs, and Russian speech | 
drifts from. the local restaurants and - 
from the couples strolling on the beach- ; 
front boardwalk. . ! 





Last year nearly half the lecti immi- 


| - grants from Russia settled in New York, 
|. over. 4,000 of them in. Brighton Beach 
. alone. On arrival in New York, the pain- 











-pands according to the flow of immi- 


manipulate an unfriendly system, so they 


ful process of cultural adjustment begins, 


Association of New Americans (NYANA), 
an organisation: which contracts and ex- 


grants. It helps the refugees with finance, 


English tuition, housing, medical assis- 
tance, and job training and. placement. - 
At the moment some 2,000 people at- 


tend its classes each day. 


. The culture shock ma be especially ; : 
hard for Soviet Jews. The very word 


“acculturation” has derogatory. over- 


.tones when translated into Russian. . 


They come expecting an idyllic society, 
having dismissed the negative American 
images of drugs, crime and homelessness 
as propaganda. But on arrival they stay 
in cheap Manhattan hotels, and some 
begin to wonder if they made the right 
decision. . 

Soviet Jews, accustomed to intense 
friendships with relatively few people, 
tend to see Americans as superficial and 
materialistic. In turn, they themselves 
may be perceived as aggressive, demand- 
ing, and sometimes lazy. Their hosts 
were expecting. heroic escapees; instead 
they got ordinary people who want ordi- 


nary things. Education is required on 
_ both sides. 


NYANA, for example, is a non-profit 
voluntary organisation. But since there is 


. no equivalent in the Soviet Union, immi- 


grants think of it as an arm of govern- 


.ment, to be milked so far as possible. 


They are used to cheating and lying to 


Brooklyn-on-Volga- 


. no real power, so they tend to bypas 


^. come disillusioned; unused to the cor 


. workforce than their American counte! ] 


of Soviet Jewish immigrants is higher 
> than that of American-born families. 
Another ‘survey shows that. within 
usually with the help of the New York + fairly short time of their arrival, they are 
. paying out more in taxes than they are 
- receiving in benefits. So the charge of | 


¿idleness seems to be unfair. 








] sons to see how Eastern Europeans | 
might adjust to the market economy 
should prod their entrails with care. The 










often give misleading information. The s 
know mid-level Soviet bureaucrats hav 







staff and go to the top. - , 

In the labour market, the refuge 
may face; for the first time in their liv 
the prospect of unemployment. They ar: 
often forced to take low-level positior 
because their qualifications are not rec 
ognised in the United States. They b 


























cept of upward mobility and wi 
increases, they worry that they will neve 
be able to improve their jobs. Similarh 
they fear that their first accommodatio 
will be their last. . 

But the transition to a dakion 
household is easy: Soviet women have | 
higher rate of participation in. the 





























parts. A survey has shown that, after a 
few years, the median household incom 


Soothsayers trying to apply these les- | : 


refugees are a special group in. at least 
two ways. First, they are immigrants— 
which tends to mean younger, more 
enterprising individuals. Second, ‘they 
are Jewish: a group with.an unrepresenta- 
tive proportion of professionally-ehis 
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year, the administration has set 
a total ceiling of 125,000 refu- 
—— gees, at least four-fifths of them 
— from South-East Asia and the 
... Soviet Union. Of the 51,500 
— . refugees from the Soviet 
^ Union, more than 8096 will be 
- Jews; the others Armenians or evangelicals. 
In theory all refugees have to prove their 
“well-founded fear of persecution”. How- 
ever, Congress lightened the burden of 
-.. sproof for Soviet Jewry (and for one or two 
= Other smaller groups) and at present 93% of 
— the Jews who apply for refugee status are 
„granted it. One-of several looming ques- 
. tions is whether the administration in the 
next few weeks will agree to extend this 

| concession. 
=; About half the Jewish immigrants are 
— people who got as far as the way-station 
outside Rome on an Israeli visa. But they 
will be the last who can use this two-stage 
= process: at Israel's urging, Russians who 
. want to make America rather than Israel 
. their place of refuge must now apply di- 
rectly to the American consulate in. Mos- 
. cow. Given the flood of people who want to 
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O BAVU 
ration of Soviet Jews to: 


Č get out, and the relative smallness of the 
_ American quota, most have to abandon 
— their American dream and set off for an 
4 - open-armed Israel. 

A The Arab fear, passed on to Russia, is 
E — that that the new immigrants will swallow 
up the land, particularly in the disputed out- 
_ skirts of the Old City of Jerusalem, that the 
Palestinians still hope one day to have as 

their own. In Washington, President Gorba- 
chev gave warning that he might slacken the 
— flow of exit visas if Israel ignored complaints 

. about settling refugees in occupied territory. 

And there has been pressure on President 

Bush—from Mr Gorbachev and from 
— Egypt's President Mubarak—to accept more 
— Soviet Jews in America. But none of this 
. pressure, let it be noted, comes from Con- 
. gress, from Jewish-American organisations 

or from Israel. 

- Mr Bush's spokesman, Mr Marlin 
- Fitzwater, set a cat among the pigeons at 
— Camp David on June 2nd when he implied 

. that 70,000 Soviet Jewish refugees were al- 
.. ready coming to America, and that the num- 

Be was rising. This may have been a mud- 
dle. 
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Mr Fitzwater could have thrown 
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together all Soviet refugees 
plus the sort-of-refugees who 
come under their own finan- 
cial steam. If an applicant is 
turned down as a refugee, he 
may be offered "parole" sta- 
tus—basically he has to find a 
family or charity to sponsor every expense, 
including medical ones. Few Jews come this 
way, since few are turned down, but quite a 
lot of Armenians do. 

Money is the snag. Numbers can be tin- 
kered with, but the government calculates 
that it costs $7,000 a head to settle a refugee. 
Thus a relatively small adjustment—say an- 
other 10,000 admissions—would mean 
looking for an extra $70m. The administra- 
tion introduced legislation last year to let in 
“special-interest” immigrants (the implicit 
emphasis was on Soviet Jewry) whom some- 
body else would pay for. This would have 
suited the White House rather well. The ex- 
tra admissions would show that America, 
alive to everybody's concerns, was prepared 
to play a bigger part in a rescue operation it 
helped to start. They would also, so far as 
the public purse was concerned, be free. But 
Congress, responsive to Jewish- 
American doubts, has been in no 
hurry to push the legislation 
through. 

These doubts are also con- 
cerned with the bill, and who is to 
pick it up. The exodus of Soviet 
Jewry is already stretching Jewish- 
American resources. Russians who 
have got visas to come to America 
are helped, often generously. But 
the biggest whack of Jewish-Ameri- 
can charity goes to Israel: Ameri- 
ca's Jews have promised to. raise a 
remarkable $420m to help Israel settle its 
Soviet Jews, roughly matching the $400m 
pledged this year by the federal government. 
The emphasis is on keeping the flow to Is- 
rael, not diverting it to America. 





California 
Women's day 


SAN FRANCISCO 


T WAS a splendid result for women, 
Democrats and the state budget. At 
Tuesday's election, Mrs Dianne Feinstein, 
an ex-mayor of San Francisco, handily won 
the Democratic party’s nomination for gov- 
ernor. Republicans lost on two measures 
that would have given them a louder voice 
in the redistricting of congressional seats af- 
ter this year's census. And voters agreed 
that the petrol tax should be doubled. 
Coming from behind to beat Mr John 
Van de Kamp, the state attorney-general, 
Mrs Feinstein displayed a liveliness that puts 
new zing into Californian politics, grown 
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A tough sort of zing 


dull during the past eight years. In her ni 
years as mayor she was admired for her jut, 
ment and fairness, but she was not loved. In 
the concluding days of her campaign, she 
seemed to light a fire, at least among women, 
who outnumber men in the state’s elector- 
ate. She raised female spirits by promising 
that “if women will vote for a qualified 
woman, we can establish that women have 
the power to network together, to become a 
formidable political force." 

Yet it was also an ugly campaign with 
both candidates out-boasting each other on 
their toughness towards criminals and drugs 
and their support for capital punishment. 


- And it was a costly one. Mrs Feinstein spent 


about $6m, about half of it her own or her 
husband's money. By contrast, her Republi- 
can opponent, Senator Pete Wilson, sailed 
through virtually unopposed and has tidily 
banked most of the $12m he collected in 
campaign funds. 

The Republicans’ rebuff on reappor- 
tionment makes the party attach particu 
importance to Mr Wilson's promising bia 
for the governorship. Since the census 
count is expected to give California another 
six or seven congressional seats, the Repub- 
licans had hoped for rules that would have 
helped them, when the new political lines 
are drawn, to restrain the Democratic ma- 
jority in the legislature. 

The vote doubling the state's nine-cent 
petrol tax over the next five years does not 
exactly reverse the tax-cutting revolt in the 
late 1970s.. What it undoubtedly proves is 
that Californians are fed up with their traf- 
fic jams: on the same ballot voters approved 
two bond issues committing them to pro- 
vide $20 billion over the next ten years to 
improve their roads and railways. But the 
petrol tax is also a sign of changing senti- 
ment—and will be read in Washington and 
elsewhere as a signal that public tax-aversion 
may be on the wane. f 





North Carolina 


Gantt's day 


RALEIGH 


HEN it became clear on Tuesday eve- 

ning that Mr Harvey Gantt, a black 
Democrat, had won his party's nomination 
to challenge Senator Jesse Helms, Mr Daniel 
Blue, a black state legislator, hoped for a his- 
torical irony: "Jesse ascended in the early 
1950s on the strength of the race issue; it's 
only fitting that his political demise comes 
by the same formula." But Mr Helms's po- 
litical demise at the hands of Mr Gantt will 
not come easily. 

Mr Gantt, aged 47 and a former mayor 
of Charlotte, trounced his Democratic op- 
ponent, Mr Michael Easley, by a 53-4796 
margin. But the turnout was low and Mr 
Gantt will need to reach beyond his present 

alition of black and progressive white vot- 

;. Mr Helms, a three-term incumbent with 
a rich and experienced political organisa- 
tion, intruded into the Democratic race 
with commercials attacking both candidates 
but particularly Mr Gantt for his opposition 
to capital punishment. 

From his early days on Mr Helms has 
crusaded against civil rights, communism 
and federal spending. Now, say Mr Gantt's 
supporters, it will be a chance to set history 
straight. Mr Oantt sought support on the 
grounds that his clash with Mr Helms would 
be so dramatic, capturing national atten- 
tion. The Republican senator, he argued, 
was irrelevant to the times. 

Mr Gantt campaigned as the advocate 
for "working families", winning support 
among white voters in the state's bigger cit- 
ies and their suburbs. He wants the "peace 
dividend" invested in education, health care 
and environmental protection. He would 
cut federal spending only for defence. He 

uses to rule out the possibility of tax in- 


Blackness is fine, liberalism isn't 
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creases, including one for cigarettes—one of 
North Carolina's biggest products. 
Democrats believe that Mr Gantt; as a 
black American, may pose a delicate test for 
Mr Helms. In their judgment, a campaign of 
overt, or even implied, racism might well 
alienate those white voters who seek a sense 


What else do you do in a hotel bedroom? 


Marion Barry 


AMERICAN SURVEY | 


of respectability in their elected officials. So 
Republicans may cast the match as "a classi- 
cal liberal v conservative” contest. If they 
succeed in getting voters to see the challenge 
in this way, rather than in black v white 
terms, North Carolina's political history 
gives the advantage to Mr Helms. 











Off they reluctantly go 


WASHINGTON, DC 


FTER a weekend of summitry, Wash- 
ingtonians came back to earth: when 
jury selection for the trial of their mayor be- 
gan on June 4th. Mr Marion Barry faces 14 
criminal charges, mainly of cocaine posses- 
sion but including three felony charges of ly- 
ing under oath to a grand jury. Conviction 
on a felony count would force his resigna- 
tion and end any chance of his running for 
mayor yet again. 

Mr Barry also faces an embarrassing 
public viewing of the video recording of the 
FBI's sting operation in January. An ex- 
girlfriend, Miss Rasheeda Moore, inyited 
him to her hotel room, where he smoked 
crack sold to him by an undercover agent. 
The video evidence is apparently clear. And 
though Mr Barry has pleaded not guilty to 
all 14 charges, he does not deny the use of 
cocaine in January. He and his lawyers seem 
to be relying on two lines of defence. 

The first is that the FBI trapped the 
mayor. His taped conversation with Miss 
Moote will be exhaustively analysed: already 
it is being argued that her suggestion that 
she and the mayor should "do something" 
refers to drugs and so constitutes 
entrapment. 

The second line is to stress the personal, 
political and racial nature of the prosecu- 
tion. Mr Barry spoke on the radio of having 
been subjected to a continuous persecution 


worthy of a totalitarian society. His support- 
ers preach the gospel of a white conspiracy 
to get the mayor, one sign of which is that 
the FBI has spent more than $3m on his case 
over the past two years. The aim, as Mr 
Barry frankly admits, is to persuade just one 
sympathetic juror not to convict however 
strong the prosecution's evidence. A hung 
jury would acquit him. 

The prospect of a month-long trial is 
not attractive to either side, so there has al- 
ready been talk of plea-bargaining. The Rev 
Jesse Jackson seems to be trying to broker a 
deal that would keep Mr Barry out of prison 
in return for a promise not to run again for 
mayor. The trouble is that the prosecution is 
unwilling to let Mr Barry off without at least 
one felony conviction, and the mayor still 
refuses either to resign or to rule out run- 
ning once more. Since the four candidates 
for the Democratic nomination for Novem- 
ber's election are not the most inspiring lot, 
Mr Barry could probably beat both them 
and the Republican candidate, the ex-police 
chief, Mr Maurice Turner, should he beat 
the charges. 

The city levies the highest local taxes in 
the country, faces a budget deficit of $90m 
and has truly awful rates for school drop- 
out, infant mortality and murder. Not really 
a happy outlook for any mayor. 
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P To vignettes from the summit encapsulated the fickle way 

in which public esteem settles or does not on the presidency. 
Both concern first ladies. On the morning of June 2nd, at Camp 
David, the press had just finished eld, questions to Presi- 
| dents ish and | n, whe had driv n away in a gol 
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I whom o one recent it poll found 

|: the most popular person in 

= America, can do no wrong. 

]. These judgments are not 

||. baseless. Mrs Bush's speech 

.. at the graduation ceremony 

|. at Wellesley University, to 

|]. which she took Mrs Gorba- 

| chev, really was a model cf its 

]. kind; affecting, wise, and . 

funny. Its triumph was all- 

the greater because Some - 

feminists on the campus had 

doubted whether this quint- 

essential wife and mother - 

was a satisfactory role model. . 
As for Mrs Reagan, that 

breakfast must have been 

` terrible, whatever she said af- l | 

- terwards. In Mrs Reagans , o3 

book "My Turn", Mrs Gor- 


sensitive, impolite, and- looking "like a prison matron”. | 
The inevitable comparisons between Mrs Bush and her 





; predecess SC 
istrations. Duri 





ng the week of the summit, Mr Oliver North was 


all seems. Those angry thrifty men from the South and the west 
. who came to Washington to take their revenge on government: 
where are they now? 







Of competence and ideology 


Replaced by impeccably competent giey-haited PR whee 
forte is sorting out the messes left by the now thrift-enriched 
men. The figure of Mr Brent Scowcroft, national security adviser 
on tence personified, so ubiquitously. close to the presi- 
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- net and below; but none of them has the singleminded zeal—call 

. *itideo logy—of those who epitomised those madcap years of the 

o 1980s: - 
Lo Ties press — 
done: (and not only because Mr Bush and Mr James Baker, 















































-bachev is. variously called:rude, condendis. too talkative, ine - 


cessors at the same points in their terms of office—the pundits 
refuse to believe that there is sufficient affection for hir 
or echo the contrasts between their husbands’ admin- - 


back before a grand jury, with Mr. Brendan Sullivan, his lawyer, - 
‘screaming at the prosecution lawyers once more. How long ago it 


. support. Mr Bush's easy 


vould. never have looked so at home in the Reagan. 
he - eons atound Mr Bush: prize themselves. 


more on their ability to manage policy than to create it. Even the 
more ideological ones, such as Mr John Sununu, chief of staf 
and guardian of the conservative flame, are apostles of techno- 
cratic competence. There are plenty of incompetents in the cabi- 





Fhe comparisons with the Reagan presidency can be over- 





among many others, were and are central to both presidencies). 
At least two, mutually contradictory arguments are made against ~ 
the idea that Washington has seen a sea-change of attitude from. 
flaky Deonipeene to stern | managerialism. 

The  first—from the 
left—is that the Bush admin- 
istration only looks compe- 
tent by comparison with its 
immediate predecessor. The 

bloodless aspects of Mr 
Bush's presidency that are 
now praised, says Mr Mi- 
chael Kinsley, a liberal col- 
umnist, are precisely those 
for which President Jimmy 
Carter (to say nothing of Mr 

Michael Dukakis) was ex- 
coriated. From the right 
comes the argument that Mr 
Reagan was anything but in- 
competent. His central goals 
for the presidency were to 
cut public spending on wel- 
fare programmes, challenge 
communism and build up 
America's armed forces. He 
achieved all three. 

- If competence, not ideol- 
ogy, pervades the adminis- 
tration, then it follows that 
the president's popularity 
stands or falls with his 

achievements. So however 

well Mr Bush may do in the 
opinion . polls—-and at 

present he UR far EN the levels reached by his two prede- 








in the | 
country at large to carry him through difficult times, So far, man- 
aging has served him well. His main task has been to direct 
America's reactions to great events, like the revolutions in Eu- 
rope, which have not been directly of its making: But neither he 
nor his grey men can read the future, can spot X what « exigencies 
will require something more e than qualities fo has 
won respect. "n 
Presidents who, like. Mr R 
their detractors sometimes s 
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popularit 
day vanish like snow in the: spring. l 
supporters and will fall no farthe 
recessions dictate. And s 
married to a woman whi 
brilliant light on all around her. 
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A private individual who entrusts his assets to a bank, services or credit and guarantee facilities. But what is no le 
expects to benefit from the full range of services needed fora ^ important is that the private banker can then ensure a servi 
successful management of those assets. As far as the ABN is — that goes much further than just arranging financial affair 


concerned, Private Banking always starts with listening. And so build a lasting relationship, characterized by pe 
Because only if a private banker shows a true under- — sonalized service and mutual respect and trust. 

standing of the client's needs and his legal and fiscal situation, ABN's private bankers have this capability because th« 

is it possible to produce suitable financial solutions, are selected according to the highest standards. 


in all situations. Whether they relate to investments, fiduciary They are organized in the Private Banking network, which 


ARGENTINA, ARUBA, AUSTRALIA, AUSTRIA, BAHRAIN, BELGIUM, BRAZIL, BRITISH WEST INDIES, CANADA, CHANNEL ISLANDS, DENMARK, ECUADOR, FRANCE, GERMANY, GIBRALTAR, GRE 
ANTILLES, PAKISTAN, PANAMA, PARAGUAY, PEOPLE'S REPUBLIC OF CHINA, PORTUGAL, SAUDI ARABIA, SINGAPORE, SPAIN, SRI LANKA, SURINAM, SWEDEN, SWITZERLAND, TAIWAN, TURKEY, UNIT 
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vt of ABN’s world-wide network of almost 1,000 offices spread This then is the firm foundation on which the ABN builds 
‘er more than 45 countries. This givesthemaccesstoin-depth ^ solid relationships with large numbers of high-net-worth 
formation on local and international markets; not only individuals around the globe. Because a bank that knows the 
the area of finance, but also with regard to local regulations world, automatically becomes known throughout the world. 


id business practices. — nta 
Itenables the ABN to hold its own with the world's major Lie), Ba Pu k 
ivate Banks. For day-to-day banking services; but particularly = 


so for highly sophisticated tailor-made financial projects. AWORLD OF UNDERSTAN DING. 


TAIN, GREECE, HONG KONG, INDIA, INDONESIA, IRELAND, ITALY, JAPAN, KENYA, KOREA, LEBANON, LIECHTENSTEIN, LUXEMBOURG, MALAYSIA, MOROCCO, NETHERLANDS, NETHERLANDS 
1B EMIRATES, UNITED STATES OF AMERICA, URUGUAY, VIRGIN ISLANDS. HEAD OFFICE, 32 VIJZELSTRAAT, AMSTERDAM, THE NETHERLANDS. TELEPHONE [31-20] 29.3249/29.4090/29.3222. 





An important business networking event, the Singapore Oil Week will once again bring - 
together over 3000 energy experts, traders, marketeers, refiners and executives to 


Singapore this September to participate in the weeklong series of international oil 
related conferences. — | . 


SIBCON'90 
< 43- 44 September 1990 
World Trade Centre, Singapore 


The third in the series, SIBCON is the only international conference in this region focussing on the 
bunkering industry. The theme this year is "International Bunker Trade: Price vs Services". Topics for 
discussion range from bunker port facilities, bunker barges, bunker futures to bunker quality and prices. 
The „programme includes special workshops on ‘Bunker Quantity & Quality Disputes’ and ‘Legal 


"47s - 19 September 1990 
Raffles City Convention Centre, Singapore 


This highly successful. annual petroleur conference i is considered to be one of the top three forums for 
the worid's oil community to discuss the rapidly changing environment in the 1990's. The Conference 


will feature: 
Addresses by Oil Ministers — * Oil and the Environment 
State-of-the-Industry Address by the Chief e Economic Outlook for the Asia Pacific Region 
Executive of a Multinational Oil Company * Satellite Meetings 
Position Papers by Asean National Oil ~ Technical Analysis as a Price Prediction Tool 


Companies | - Review of Asia Energy Market Trends and 
Oil and Politics 2 E Business Implications 


- 24 September 1990 
E Marina Mandarin, Singapore 
> Second: nternational Petrochemical Conference, Petrochem '90, wil bring into focus new challenges 
in the industry while identifying opportunities for growth. It will be significant in bringing together 


distinguished leaders in the. industry, state officials, traders, producers and all those in related fields to 
meet, exchange views and discuss possible new ventures. 


Enquiries: 
TIMES CONFERENCES 


a member of 


1 New Industrial Road, Level A Times Centre, Singapore 1953. Tel: (6512848844/(65]3807435 Ti RS 25713 TIMESS 
Fax (6512865 754//6512881186 
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wed the SER E PE psy had 
been nationalised, with disastrous. conse- 
quences, in 1982. He now seeks the free- 
trade. agreement with the United States 
that, only a few months ago, he opposed. 
So far Mr Salinas has won little more 
than applause, mostly from abroad. The 
bulk of the capital that had flown out of 
Mexico remains outside, foreign investment 


has. not poured in. A new foreign-debt 


agreement last winter has brought some re- 
lief from the burden of repayment, e not 
enough to provide the resources for. — _ 
new growth. The president’s cabal of. 
-foreign-trained technocrats has re- 
duced inflation by shrinking the defi- : 
cit. and liberalising trade, but the 
squeeze on wages continues. A quar- 
+ fer of the way into his six-year term, 
Mr Salinas has yet to make life better 
for ordinary Mexicans: 
~ Asa result, albeit less noisily than 
ring the chaotic months between | 
fraud-blemished election: in July «> 
1988 and his inauguration in Decem- 
«ber that year, Mexico's time-bomb. .. 
"continues to tick. Whether the 42-: 
-year-old president i in fact defeated his 
main opponent in that election, the 
left-leaning Mr Cuauhtemoc Carde- 











nas, is no longer the issue. There are .- 


new elections for the Chamber of 
Deputies and half the Senate next 
. year, and for the presidency in 1994. 
With democracy now the world's | 
fashion, the political price of fixing | 
the polls has soared. 
The government's gamble is sige 
if last year's 3% growth rate can be . 
repeated—or improved on—this year 
and next, Mexican voters will show 
their gratitude to Mr Salinas. In Mex- . 
. ico City, where the defeat. of the rule. j 
“ing Institutional Revolutionary party ? 
PRI) in July 1988 could not be dis 
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ind ipei Oil Works, 


| Salinasi is onal without a A party 


oing the impossible 
Kes a little ee 


MEXICO CITY 


guised, the government is spending heavily - 
on electricity and drinking water for the 


poor, with an eye to their votes next time. 


The pri is working in cahoots with the con- 
servative National. Action party (PAN) on a- 


political reform law that would make life 
more difficult for Mr Cardenas's left-wing 
Party of the Democratic Revolution. 


But Mr Salinas has to rule through a 


party in ruins. In 1988 quarrelling between 
entrenched. party. bosses (not least the 90- 


year-old union leader, Mr Fidel Velazquez) - 
and young reform-minded government | 
technocrats contributed to Mr Salinas's — 


poor performance. Since then tension in the 


party has grown tighter. The old politicos 
were furious last year when the government 


for the first time recognised a victory by the 


PAN conservatives in the governorship elec- 
tion in Baja California Norte. This year, fac- 


ing a threat from the more dangerously pop- 


ular Organisations, dominated by the 


managed to restore authority to the office 


. government columnists. The one-note song 








ulist Democratic Revolutionaries, . 
cheated in local elections in Michoaca 
Guerrero. After violent protests, some 
position victories were eventually con 

Mr Salinas is trapped. He has m 
pieta to preside over clean elections. 
PRI's long-standing corporatist structu 
bringing together labour, peasants . 
white-collar workers—was hard to bea 
an.electoral machine. But the mach 
falling to pieces..Mr Velazquez's Confed 
tion of Mexican Workers faces almos 
rebellions from independent unions. 
of the National Peasant Confederatic 
deserted, following Mr Cardenas into: 
sition. The National Confederation o 


service, has lost its formidable clout. .. 
While the pri crumbles, Mr Salinas 


the presidency. Much as in the past, the au 
thorities exercise strict control over televi 
sion and newspapers to keep Mr Cardenas 
out of the public eye, and three widely reac 
critics of the regime—Messrs Lorenzo 
Meyer, Adolfo Aguilar Zinser and Jor 
Castaneda—are routinely blasted by pro- 


B the presidential press is that Mexico i is a 
last on the mend. | 
` But President Salinas. still: hast t 
find an electoral instrument to. keey 
his government legitimately in. power 
The PRI is all he has, and he has begui 
studying what can be done with it in 
- time for its next congress in Septe 
- ber. There is informal talk of renam 
ing it—the Party of National Soli 
ity is one title doing the roun 
and, more fundamentally, specu 
tion that it will switch from: Be ng 
- highly centralised corporatist part 
a looser movement that takes acci 
of Mexico's regional diversit 
recognised. that - local 
_ would have more chance than’ 
: imposed, from Mexico City. _ 
.. Onthe: economic front, M. 
nas has shown courage verging [ 
nache. Yet no matter how quic 
moves to change the counti 
omy, it will not be fast enough 
Mexican memories of the | 
and authoritarian ways of the old 
His challenge is therefore to buil 
entirely new er iid if 
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Nicaragua 


Winding down 


FROM OUR CENTRAL AMERICA CORRESPONDENT 


HE process has been painfully slow, but 

this weekend could see the end of the ill- 
starred Nicaraguan contra army and, with 
luck, the fading away of Nicaragua's long 
civil war. The six-week-old government of 
Mrs Violeta Chamorro appears stronger ev- 
ery day, but its immediate future rests 
heavily on the demobilisation of the rebels 
who, like her, were once financed by the 
United States. So long as the contras remain 
armed, the government faces the threat of 
economic sabotage by their (and its) old ene- 
mies, the Sandinist militants whose support 
remains strong in the trade unions and 
among state farm workers. 

The deadline for demobilisation was 
June 10th. As it approached, senior contra 
officers began resignedly to hand over their 
weapons, leading the way for large-scale dis- 
armament by the rank and file. Many have 
spent nine years at war; the change was 
hard. As one of their political advisers said: 
"| never expected it to end this way." Some 
United Nations observers have seen contras 
demobilising without weapons, which may 
have been hidden for future use. But by mid- 
week almost half of the 13,500 fighters were 
disarmed, and the pace was quickening. 

It is not clear what will happen next. 
Last week an agreement was signed between 
Mrs Chamorro’s government and Mr Israel 
Galeano, the contra known as Comandante 
Franklin. It offers the ex-rebels rural settle- 
ments where they will be able to live, work 
and even form town councils. Jobs have also 
been found for ex-contras in several govern- 
ment ministries, including those for health 





Welcome to your new policemen 
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and agrarian reform. 

Security is the problem, as usual. The 
accord says the contra enclaves—as yet un- 
defined—should be jointly controlled by 
regular policemen and the contras’ own se- 
curity people. But the contra leaders want 
the sanctuaries to be policed, at least in the 
early stages, exclusively by about 500 of 
their men, who would keep their weapons 
for the purpose. Mr Galeano also says he 
wants to set up an Ecological Protection Bat- 
talion of armed “forest rangers" for the re- 
mote districts around the new settlements. 

To some people, this sounds as if the 
contras want to rule their own parts of Nica- 
ragua. It has upset the many soldiers in the 
national army who remain loyal to the 
beaten Sandinist party. They themselves 
may be unwilling to demobilise if a signifi- 
cant number of contras remains under arms. 
The army, with some 60,000 men, is still the 
largest in Central America, and Mrs 
Chamorro is resolved to cut it down. That 
would help with prosperity as well as with 
peace; under the Sandinist regime defence 
took half of all public spending. 

Failure to cut defence spending would 
discourage the potential donors of Western 
Europe, Canada and Japan who met in 
Rome this week to consider whether to 
hand over some $100m. The United States 
Congress, after tedious delays, has approved 
President Bush’s gift of $300m. Peace, and 
the new investment that should follow it, 


would be still more of a help. 





Palestinians 


Friendless 


ACED with a difficult choice, Mr Yasser 

Arafat usually reaches for the fudge. It 
may not get him out of his present fix. Mr 
Robert Pelletreau, America's ambassador in 
Tunis, has left little room for ambiguity. He 
warned officials of the Palestine Liberation 
Organisation three times this week that Mr 
Arafat must condemn the seaborne raid 
against Israel on May 30th, and expel Mr 
Mohammed Abbas, leader of the Palestine 
Liberation Front that carried it out. Other- 
wise, he said, America would suspend its 
"dialogue" with the PLO, begun in 1988 af- 
ter Mr Arafat had renounced terrorism. 

Palestinian opinion, inside and outside 
the PLO, is now so strongly against the 
Americans that American pressure to con- 
demn Mr Abbas makes it almost impossible 
for Mr Arafat to do so. As for expulsion, he 
argues that only the Palestine National 
Council can expel a constituent organisa- 
tion of the PLO, and that body is not due to 
meet until November. 

Four of the raiders were killed and 12 
captured before they reached the holiday 


beaches near Tel Aviv, and no Israelis were 
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When the fudge short 





injured. The PLO tried to persuade the 
Americans that the raid was a "military" 
mission; the Israelis say one of the captured 
men told interrogators he was under orders 
to kill civilians. Mr Abbas is in any event an 
unrepentant terrorist, and a bungling one at 
that. He led the group that in 1985 hijacked 
the Italian cruise ship Achille Lauro and 
murdered an American passenger. 

This time Mr Arafat insisted that the 
PLO had "no connection" with the raid. But 
Mr Abbas and his Liberation Front are well 
established in the PLO, and Mr Abbas has 
been a member of its 15-man executive com- 
mittee for years. (It met urgently on June 5th 
in Baghdad—minus Mr Abbas—to discuss 
the crisis.) Mr Arafat has always insisted 
that the PLO is the only general forum that 
their opponents allow the Palestinians to 
have; in it he seeks to keep extremists and 
moderates together, however loosely. 

He would be readier to meet the Amei- 
cans' demands if they had given him any- 
thing in return for his last concessions. He 
could hardly have got less. Eighteen months 
ago in Geneva he recognised Israel and re- 
nounced terrorism (but not, his friends 
note, "military" attacks on Israel—hence 
the claim that last week's raid was not 
against civilians). That has not even won 
him an American visa. 

The Americans held out the promise of 
direct talks between Israelis and Palestin- 
ians; there have been none. The flow of Jew- 
ish emigrants from the Soviet Union into Is- 
rael has increased—at American insistence. 
On May 31st the Americans vetoed a pro- 
posal that the UN Security Council should 
send a team to investigate the killings and 
injuries inflicted by the Israeli armed forces 
trying to suppress the intifada in the West 
Bank and Gaza. In response a group of West 
Bank Palestinian leaders, too pacific to be in 
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managerial, 


and political issues 


Among those scheduled for 1990 are: 


‘al Exploring Leading Edge Management re 
Grand Hotel, Interlaken, Switzerland, June 5-7, 1990 


d People and Tethnology: Making Your IT Work for You 
London Marriott Hotel, London, June 15, 1990 


a Insurance - How an International Industry Goes Global 
. Royal Garden Hotel, London, June 25-26, 1990 


2 itin e leds GI | bal Game: Developing Your Business 


= The Aspen Seminar 1990 uon e ae oe 
Munster Lovell Mill, Oxfordshire, 8-1 » September, 1990 


( Solving. Key Management Issues in the Privatised Water 


Industries re ow RE 1n. t. 
Royal Garden Hotel, London, September 12,1 


The Integration of Telecommunications and B oadcasting 


Royal Garden Hotel, London, September 17-18, 1990 


Q The Greening of European Büsin ss. 
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Marriott Hotel, Munich, West Germany, October 4-5, 199€ | | 
d bern Performance: esting the — environment to. 
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CHRONOMAT, GAMES 
self-winding chronograph SOG RNa 
18 kt. gold, steel and 18 kt. gold, steel. 
Leather strap or metal bracelet. BREITUNG 
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the PLO at all, broke political contact with 
the Americans. 

Hardline Palestinians have always pre- 
dicted that Mr Arafat's diplomacy would 
fail. Factions such as those led by Dr George 
Habash and Mr Nayef Hawatmeh went 
along with him because they were outvoted 
in the Palestine National Council in 1988. 
Now even members of his own Fatah 
group—Messrs Salah Khalaf (Abu lyad) and 
Farouk Kaddoumi—have lost faith in the 
Americans' ability, or indeed willingness, to 
deliver. 

Mr Arafat plumped for talking to the 
Americans on the assumption that they had 
some leverage on the Israelis. Whatever they 
had, they have not used it. And such influ- 
ence as they retain will diminish further if 
Israel's political minuet ends next week with 
a government even more determined than 
its predecessor not to compromise. The 
PLO's angry men say their chairman has suc- 
-"imbed to American blackmail, their diplo- 
. ats that he has backed a horse that cannot 

run. Now Mr Abbas's raid may lead the 
Americans to declare that Mr Arafat is un- 
acceptable as a talking partner. Yet he has 
survived worse. And even his critics—pro- 
vided they are not Israeli—agree that if any- 
body speaks for Palestine, it is he. 





Arab democracy 
One forward, 
two back 


EMOCRATIC elections are something 
new in Arab states, three of which are 
about to go to the polls. On June 10th Ku- 
wait holds an election for a National Coun- 
cil—a sort of parliament—while Tunisians 
vote for town and provincial councils. Two 
ys later local elections will be held in Alge- 
. The Algerians are making progress, the 
others not much. 

Tunisia is disappointing. President 
Zine el Abedine Ben Ali has softened the 
edges of the one-party state that he inher- 
ited in 1987 from Mr Habib Bourguiba. He 
has legalised more opposition parties and 
eased censorship. But the ruling Constitu- 
tional Democratic Rally holds every seat in 
parliament, because it still manipulates elec- 
tions. The secular opposition parties are 
weak and demoralised. 

Tunisia's Islamic party, Ennadha, is the 
most popular opposition group, but is 
banned. It wants to stop women working; 
and to enforce "Islamic" codes of dress. 
Standing as independents in last year's par- 
liamentary election, its members took 1396 
of the vote; they might have won more, had 
the ruling party's people not “assisted” 
some voters to complete their ballot papers. 
With Ennadha banned, the poll on June 
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10th will have a large gap in it, but it should 
show whether the president is ready, or able, 
to break other anti-democratic habits. 

Elections in the tiny emirate of Kuwait 
sound like good news. But women may not 
vote and parties are banned; only compared 
with the present unalloyed autocracy can 
the proposed "interim" National Assembly 
be considered progress. The ruler will ap- 
point one in three of its 75 members. He 
says its job will be to debate the future of 
democracy in Kuwait. 

The emir suspended a lively National 
Assembly in 1986. It had little power, but 
the courage to poke its nose in where it was 
not wanted, to query the royal family's busi- 
ness affairs, and to criticise Iran for intimi- 


dating Kuwait during the Gulf War. Com- 
pared with neighbours like Saudi Arabia, 
this made Kuwait look daringly democratic. 
The emir's apparent determination to stop 


| a? T! "s x: de 
Can Algeria unveil the future? 
that has caused clashes between demon- 
strators and police and the detention of 17 
leading citizens. Pro-democracy campaign- 
ers want a boycott of the June IOth poll. 

though, seems about to hold 
the Arab world's first genuine election out- 
side pre-mayhem Lebanon. Since the bloody 
riots of November 1988, President Chadli 
Benjedid has laid the foundations of a genu- 
ine multi-party democracy. Newspapers and 
radio have reported the campaign freely 
(though the state television has leaned to- 
wards the ruling National Liberation Front). 
The FLN also runs the local authorities that 
are in charge of polling arrangements, so 
that will need watching. 

Of a couple of dozen Algerian political 
groups, none has been refused legal registra- 
tion or the right to hold rallies; two of the 
four biggest are, however, boycotting the 
poll; they want parliament to resign first. 





INTERNATIONAL 


The main contest will therefore be between 
the FLN and the Islamic Front. The FLN is ex- 
pected to do better, just. Uncertainty is the 
reward for the Arab world's lonely demo- 
cratic experiment. 





Madagascar 
Ylang-ylang 
smells of reform 


FROM A CORRESPONDENT IN ANTANANARIVO 


F THE coup attempt had not coincided 

with the bicycle race, fewer people might 
have been hurt. As it was, a large crowd of 
cycling fans had gathered outside the radio 
station in Antananarivo last month when a 
dozen or so rebels inside announced that 
the "dictatorship" of President Didier Rat- 
siraka had been overthrown. At noon gov- 
ernment troops stormed the building. The 
rebels, mostly students, were quickly dis- 
lodged; six bystanders were killed and 44 in- 
jured in the crossfire. 

The rebels had no organised backing. 
General Jean Rokotoharison, the man they 
wanted to lead a new government, turned 
them down. Their "radio coup" (a near- 
copy of one attempted last July) attracted lit- 
tle sympathy. For the moment most Mala- 
gasy are putting their faith in President 
ir For the moment they may just be 
right. 

The president's recent political reforms 
have given the Malagasy more freedom than 
most Africans enjoy. Censorship was eased 
in February, and a law passed in March al- 
lows opposition parties to organise. A dozen 
Or so parties are now operating—some 
which say the reforms are too slow, others 
which say they betray earlier socialist ideals. 
None presents an immediate threat to the 
president's ramshackle party, the Vanguard 
of the Malagasy Revolution, AREMA. They 
pose more risk for the next presidential and 
legislative elections, due in 1996. 

For 15 years President Ratsiraka has 


ruled the former French colony virtually un- — 


challenged. A former admiral, he has been a 
tough but not a crude dictator. AREMA has 
always contained a spread of political views. 
In 1982, and again last year, the president 
stood for re-election in freeish polls (last 
March he won over 6096 of the vote). He is 
popular among the peasants who make up 
the bulk of Madagascar's 11m people. He is 
liked less in the towns, where his economic 
reforms have made life tougher. 

Like Chairman Mao, President 
Ratsiraka once wrote a Little Red Book. In 
turning Madagascar Marxist, he turned it 
from an exporter to an importer of rice— 
and the Malagasy are reckoned to eat more 
rice per head than anyone else on earth. Af- 
ter riots in the early 1980s, Mr Ratsiraka 
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With guidance from the IMF 
and the World Bank, he freed 
farming, industry, trade and 
banking. 

The hard road’to reform 
may now, perhaps, be leading 
somewhere. For most of the 
1980s population outran GNP. 
Last year, for the first time in a 
decade, GNP took the lead. 
Freer prices helped the rice growers but hurt 
the urban poor. Many of Antananarivo's 
2m inhabitants live in appalling slums, 
where crime is spreading and bubonic 
plague is endemic; aid workers say that an 
outbreak in the capital has caused more 
than 100 deaths (the government admits to 
20). The country's income per head of about 
$200 a year puts it among the dozen poorest 
nations in the world. 

Not long ago Madagascar’s main ally 
was the Soviet Union. Now Mr Ratsiraka 
wants closer ties with western countries, and 
with once-detested South Africa. To attract 
businessmen he has introduced a new and 





generous investment law 
Roughly the size of France, 
Madagascar has gold, miner- 
als and hardwoods. There is 
room to grow more bananas, 
vanilla, coffee and ylang-ylang 
for scent. The rich coastal wa- 
ters are underfished. (The Eu- 
ropean Community is helping 
to build a tuna-canning fac- 
tory at Antsiranana.) Hot, 
sandy beaches await tourists. Rain forests, 
home to amazing bats and almost all the 
world's species of lemur, have earned some 
small but useful debt-for-nature swaps to re- 
duce the foreign debt. 

Progress will be as slow as the daily train 
that takes 14 hours for the 200 miles be- 
tween Antananarivo and its port, Toama- 
sina. Foreigners are suspect. In the bush, 
dahlos (bandits) and malasos (cattle rustlers) 
make life hazardous. More serious still are 
the depredations of the slash-and-burn culti- 
vators who, if they cannot be controlled, will 
destroy the plants and animals that make 
Madagascar unique. 





Nigeria 
Headcount 


FROM A CORRESPONDENT IN NIGERIA 


RESIDENT Ibrahim Babangida re- 

cently appealed to his countrymen: "Ni- 
geria must demonstrate that we have confi- 
dence. in our ability to count ourselves." It 
did not.seem much to ask, but the president 
knows how badly order and calm will be 
needed during next year's national census. 

Guesses at the size of Nigeria's popula- 
tion range from 100m to 130m. Counting is 
highly politicised. The balance of popula 
tion between the 21 states determines how 
much money each gets from the federal gov- 
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ernment. More, the numbers dictate the 
whole political, ethnic and religious balance 
of the country. The census due in 1991 is a 
preliminary to the following year’s elections 
and transition to civilian rule. Unlike past 
counts, it must be fair, and seen to be fair. 
The man in charge is Alhaji Shehu 
Musa. His National Population Commis- 
sion has 200,000 field officers and co-ordi- 
nators, armed with computers and walkie- 
talkies and schooled in the art of gentle 
persuasion. The census budget of around 2 
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. A billion naira ($250m) will be largely spent on 


transporting officials into the remote vil- 
lages of the arid north, the mountains of Pla- 
teau state and the mangrove swamps of the 
Niger delta; trial counts are already running. 
Alhaji Musa hopes the exercise “will for 
ever and ever put an end to the controver- 
sies associated with previous censuses .... ” 

The controversy is about region, lan- 
guage and religion. Nigeria’s patchwork 
population is dominated by three broad eth- 
nic groups: the Muslim Hausa-Fulani in the 
north, Yorubas of various faiths to the west, 
Christian Ibos in the east. The last fairly reli- 
able census, a group-count of family heads 
held in 1952-53, gave the largest share of the 
population to the Hausa-Fulani. So Nige- 
rias first independent government was 
dominated by northerners. 

Subsequent censuses proved fiascos. 
The count of 1962 suggested that, in the in- 
tervening decade, the population of the east 
had grown by 7196, that of the west by 707 
that of the north by 30%. The governmei 
ordered a recount, and the north's increase 
magically rose to 6796. Most northern and 
western politicians agreed to accept that, 
and to assume that the national population 
was 55.6m, with almost 30m in the north. 
Much the same sort of muddle and creative 
counting accompanied the census carried 
out in 1973 by one military goverment, and 
cancelled by the next one. 

The north has been entrenched as se- 
nior partner in every Nigerian government, 
civilian or military. Southerners can live 
with that, provided always that each region 
has enough people in top jobs. In January 
this year General Babangida upset that con- 
vention with a reshuffle, widely interpreted 
as giving northerners all the plum postings. 
The result in April was a botched coup by 
middle-ranking anti-northern officers. 

The general proclaims that an accurate 
count is needed next year not only for vot- 
ing, but also for planning and developmei 
Failure could have serious consequences. 
Nigerians last voted in 1987, at non-party lo- 
cal elections. Many people, including some 
state governors, found their names absent 
from the voters' roll. People were keen to 
vote, but there was mayhem at voting 
booths around the country. 

Alhaji Musa, with his decentralised 
data-processing, says his agency has learnt 
from such mistakes. Slick advertisements 
call on Nigerians to "make it work this 
time". But political passions will run high in 
1991, when thoughts will be on the follow- 
ing year's presidential elections. The census, 
however plausible, is bound to be contested. 
Some already speculate that widespread dis- 
turbances could provide General Babangida 
with the opportunity to hold on to power 
after 1992, transforming himself into a civil- 
ian president. He would still not know how 
many people he was president of. 
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| What might be the: colit to Estonia,. Latvia. ees 
< | and Lithuania of leaving the USSR? This 
| Briefing examines the potential for Soviet 
«economic. sanctions, the problems of » 
- | economie reform and the possible Western p 
| role in promoting economic recovery.” S 
| April I 990. 52 pages. No.2033. 



















The Econmmist 


ipteiligence Gat x 


Discerning visitors to New York select 
The Carlyle, one block from Central Park, 
for. its consistent excellence, Each guest 
-accommodation has a dedicated line 
FAX, color cable TV, VCR, stereo and _ 
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Beyond perestroika 


FROM OUR MOSCOW CORRESPONDENT 


rin at ofer: ent Mikhail Gorbachev is down to two bedrock tasks: 
Soviet economy and tryin 
scd forming s has no real policy for either of them 


ARELY a fortnight old, the Soviet gov- 
ernment's new economic-reform pro- 
gramme has ended in failure and so, in all 
likelihood, has the career of its hapless spon- 
x, the prime minister, Mr Nikolai 
nyzhkoy. Savaged by virtually every econo- 
mist of repute, by official and unofficial 
trade-unionists and by consumers, the plan 
cannot survive. 

Formal rejection of the programme has 
come from the parliaments of the second- 
biggest republic (the Ukraine) and of Belo- 
russia; Mr Boris Yeltsin, the new leader of 
the largest republic, has informally given it 
the bird. The Supreme Soviet has failed 
even to pass a resolution "taking note" of it, 
suggesting that it will not be passed by the 
federal parliament. 

Mr Gorbachev's personal economic ad- 
viser, Mr Nikolai Petrakov, now wants the 
president to blitz the country with a series of 
decrees to bring proper reform. That would 
mean issuing by presidential order sweeping 
privatisation plans, financial liberalisation 
and a repeal of the powers invested in the 
state planning apparatus, the state supply 
hyreaucracy and the industrial ministries. 

he aim would be to rescue both the failing 
economy and Mr Gorbachev's own failing 
authority in one go. 

lt would be an immense gamble. Mr 
Ryzhkov's reform was unradical for fear of 
popular unrest. He insisted it should be 
passed by parliament, and even put to a ref- 
erendum, in order to give the plan some le- 
gitimacy. Issuing a reform programme by 
presidential fiat would leave the president to 
shoulder responsibility alone. If the reform 
failed, Mr Gorbachev could no longer hide 
behind a scapegoat. 

The argument for using presidential de- 
crees rests on the premise that the reform 
was unpopular because it was too mild 
(rather than the other way around), from 
which it follows that it would be possible to 
appeal directly to the population with a bold 
plan. But the popular reaction to Mr 
Ryzhkov's reform gives little reason to think 
this is true. The announcement caused 
panic buying. Leaders of the new indepen- 
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to hold the Soviet Union to- 


dent trade unions have called a general 
strike for late June, to coincide with the 28th 
congress of the Communist party. The coal 
miners who went on strike last summer are 
due to convene on June llth to decide 
whether to support the strike. 

The president's council of advisers 
wants to rewrite the government's plan. But 
the kind of reform now emerging from the 
ruins of Mr Ryzhkov's programme is not a 
new central-government proposal at all but 
a cacophony of different, and often conflict- 
ing, reforms in different parts of the coun- 
try. Increasingly, local authorities are taking 
economic change into their own hands. 

The panic buying in Moscow triggered 
the first measure of the newly-elected radical 
citycouncil's own economic policy. This was 
the reopening this week of the “Moscow 
commodity exchange”, shut down in 1924. 
This is not a commodity market in the west- 
ern sense. It is more like a bazaar in which 
goods in especially scarce supply, such as 


Lifei in a superpower 


computers and construction equipment, 


can be traded. Its aim is to break up the state 


monopoly over distributing resources. 


Mr Yeltsin is preparing a programme | 


for the Russian republic. Drafted by two 
professors at Moscow University, this would 
break the power of government ministries 
that operate factories and introduce what 
would be in effect a parallel curtency, rather 
like the gold-backed rouble that caused 
hyperinflation in ordinary roubles during 
Lenin's new economic policy. Mr Yeltsin 
also wants to end the subsidies that Russia 
provides to other republics by charging 
world prices for Russian oil; he claims these 
subsidies amount to 70 billion roubles a year 
($118 billion at the official rate). 

But it is the Baltic republics, once again, 
that are going furthest. In Lithuania the par- 
liament is debating a land reform that would 
sell or give away state-owned and collective 
farms to the people who work on them. And 
in Estonia, which unilaterally raised local 
prices in January, the government will start a 
three-year privatisation scheme next year to 
sell shops, hotels and other service firms to 
individuals and then set up joint-stock com- 
panies for larger firms. 

The main characteristic of many local 
policies is republican protectionism. This is 
probably the biggest worry growing out of 
the failure of perestroika, because its logical 


conclusion is the kind of economic fiefs that - 


dominated France before the revolution. If 
it goes ahead, the prospect is for customs 
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posts on the borders of every region. 

This sounds extreme, yet the barriers to 
internal trade are already being erected. 
Most of the regions surrounding Moscow re- 
acted to the imposition of rationing in the 
capital by limiting or sometimes banning 
food supplies. Most republics want to 
charge world market prices for their “ex- 
ports" and receive "imports" from other re- 
publics at existing Soviet prices. The region 
worst affected by this protectionism is Cen- 
tral Asia. Uzbekistan has already banned 
the export of many products from its own 
borders. On June Ist another Central Asian 
republic, Tajikistan, followed suit. 

The sort of trouble this could make 
worse can be seen in neighbouring Kirgizia. 
There, a decision by local authorites to allo- 
cate to native Kirgiz people land formerly 

by members of the Uzbek minority 
has caused the bloodiest outbreak of ethnic 
violence since the imposition of martial law 
in Azerbaijan in January. About 50 people 
have been killed this month. 

In Moscow the Supreme Soviet is debat- 
ing or has passed new laws on taxes, compa- 
nies and monopolies. No one is listening. 
These laws, though admirable, are largely ir- 
relevant. The new company law, for exam- 
ple, says that companies should keep their 
own profits. But what are "profits"? The law 
does not say. The company law will be stifled 
by the central bureaucracy. Other reforms 
are being ignored by local parliaments deter- 
mined to run their own economic policies. 
In effect, the central authority is losing its 
ability to influence the Soviet economy. 


The new federalism 


The collapse of central economic authority 
is the background to an attempt to rebuild 
the Soviet Union from the ground up. At 
the moment, that union is based on a treaty 
of 1922 which left nearly all powers in the 
hands of the federal authorities (that is, the 
Kremlin). Over the past few weeks, how- 
ever, a raft of legislation has gone through 
the federal parliament which presupposes a 
quite different kind of union. 

“The law delimiting the powers of the 
USSR and the members of the federation" 
splits these powers along American lines: 
the federal authority controls defence, for- 
eign and macroeconomic policies; the re- 
publics can raise local taxes and control 
most social spending. “The law on the prin- 
ciples governing the economic relations of 
the UssR and the republics” says that the 
federal authorities control national taxes 
and the budget, the republics control the 
land; a large number of powers in between 
can be cm either jointly, or by the re- 
Tar if it wishes. This means, according to 

Mr Gorbachev's ideological guru, Mr Al- 
exander Yakovlev, that the republics can, 
within limits, delegate to the Kremlin what 
powers they want. 

It all sounds very sensible. It is not. 
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These laws presuppose a constitution which 
does not now exist. By the time a new con- 
stitution is ready (later this year), it will be 
too late. Many republics are simply denying 
the authority of the Soviet constitution alto- 
gether. They include not only Lithuania but 
Russia too. Under the presidency of Mr 
Yeltsin a "declaration of the sovereignty of 
Russia" will soon be put to the Russian par- 
liament. It says unequivocally: 
The state sovereignty of Russia includes the su- 
premacy of the Russian constitution and Rus- 
sian laws in the whole territory of the 
republic . . . Acts passed by the USSR which vio- 
late [these] rights shall be suspended on the ter- 
ritory of the republic . . . . 


The new Soviet Union emerging from 
this conflict may end up looking more like 
the European Community than the United 
States. The federal authorities are already 
losing control of economic policy. The re- 
publics are starting to run their own foreign 
policies. For example, Moldavia (which has 
just renamed itself Moldava, the Romanian 
word for the area) has become the first re- 
public formally to recognise Lithuania's 
independence. 

Even military unity is being under- 
mined. During the past two weeks, clashes 
in the republic of Armenia have claimed 26 
lives: they resulted from attempts by the 
commander of the Soviet interior-ministry 
forces there to get the Armenian National 
Army to lay down its weapons. The army is a 
nationalist paramilitary force offering loy- 
alty only to the Armenian parliament. 

Mr Gorbachev's ability to control the 
cocksure  republics—except by brute 
force—is limited. In the past, Soviet leaders 
could rely on twin sources of executive 
power: the government and the Communist 
party. The erosion of the authority of both 
has created a kind of executive vacuum. 

Many Soviet politicians compare the fu- 
ture Soviet Union to the British Common- 
wealth. The comparison seems apt. What is 
emerging is a confederation of virtually in- 
dependent states in which Mr Gorbachev 
plays the role of the Queen. It is a role of 


some ceremony, much international re- 


Tuve little power. 


Italy's World Cup 


Passion play 


FROM OUR ROME CORRESPONDENT 


FOR those who do not like 
football, this is not the time to 
visit Italy. The World Cup soc- 
cer finals open on June 8th in 
Milan's stylishly revamped sta- 
dium. Before the starting whis- 
tle of the opening match be- 
tween Argentina and Cameroun, world- 
wide television audiences will be treated to a 





Smell that ee m acd 


fashion show, special effects and even a live 
link to La Scala, where Riccardo Muti is to 
conduct a choir to the stirring strains of 
Verdi's “Nabucco”. 

This, at long last, is il mondiale: a 
month-long extravaganza dedicated to lta- 
ly's prime national obsession, soccer. ltal- 
ians want their mondiale to be much more 
than a football tournament. It is an opportu- 
nity "to put the best of Italy on display", ac- 
cording to the Italian organiser of the event, 
Mr Luca di Montezemolo. Italy’s state televi- 
sion company, RAI, has built a new broad- 
casting centre outside Rome; for the World 
Cup is, above all, a television event. Some 
650m people watched the final match be- 
tween West Germany and Argentina in 
1986, according to the sport's organising 
body, FiFA. The Italian organisers are hop- 
ing for an even bigger audience this year. 

But the worst as well as the best of I 
has been on display during the preparations. 
Huge sums have been spent on grandiose 
stadiums in the 12 cities that will play host 
to the matches, and on more or less essential 
public works. Only one stadium, in Bolo- 
gna, was ready on time. In their haste, con- 
tractors neglected security, leading to 24 
deaths on World Cup building sites. Italian 
taxpayers have already paid out, according 
to one minister's estimate, more than 6 tril- 
lion lire ($4.8 billion) for the most expensive 
World Cup ever. Will it be worth it? 

Undoubtedly, asserts Mr di Monte- 
zemolo. Treat it, he says, like the colossal 
television promotional opportunity it is, 
and you can't fail to see a return. Mr di 
Montezemolo has made this World Cup big 
business not just for a small group of inter- 
national sponsors, but also for the eight Ital- 
ian companies—including Fiat and Oli- 
vetti—that he has involved in organising 
this year's tournament in exchange for ad- 
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vertising rights. Forty-three licensees have 
swamped the shops with memorabilia bear- 
ing the official logo; football-mad Italians 
have been snapping them up. No previous 
World Cup, say licensing executives, has 
been such a money-spinner. Ticket sales too 
have been impressive. 

Only the hotelkeepers are disap- 
pointed. More than half the rooms booked 
for the World Cup were cancelled before the 
event. The matches, after all, can be 
watched on television. As in Spain in 1982, 
those fans who have followed their teams 
are travelling cheap. 

Dapper to a fault, Mr di Montezemolo 
(a personal friend of Fiat's chairman, Mr 
Giovanni Agnelli) exudes confidence. He 
does admit, however, that organising an 
event like this in Italy has been difficult. In 
most cases he and his staff have had less 
than a month to furnish the stadiums, num- 
her the seats, arrange press facilities, and in- 

all and test computer networks and secu- 


photographic dark-room was found to lack 
drains; in another the dark-room lacked hot 
water. 

“Hooligan” is a new word much in 
vogue now in the Italian press, as well as on 
television, where British fans have been the 
subject of several documentaries. The deci- 
sion to quarantine the England team on the 
island of Sardinia; where people can be 
checked on arrival, was taken for security 
reasons. Some 3,000 extra policemen have 
been sent to the Sardinian city of Cagliari, 
where England will play three matches. 

Nobody, least of all Mr Antonio Gava, 
Italy’s suave and smiling interior minister, 
wants violence to spoil the party. Mr Gava 
has promised to mobilise 45,000 policemen 
for the tournament. All 12 stadiums have 
closed-circuit television and numbered 
seats. The 20-day sentence inflicted on three 
England fans in Cagliari this week after they 
had wrecked their hotel room shows that 
both the police and the courts intend to be 


rity arrangements. In one stadium the tough ontrouble-makers. |. 7 Y» 


Germany 


Dear Sir, your house is mine 


In the rush to German economic union, one central problem remains un- 
solved: property ownership. Our Berlin correspondent reports on the dam- 


age and confusion this is causing 


OR the family living in Kiefernweg in 
the small East German town of 
Altenhof, life has been uncertain since 
March. It was then that they received a letter 
from a West Berlin resident, the former 
owner of the house they live in. The letter 
makes it clear that the “owner” intended to 
reclaim his property: 
On the basis of illegal, and therefore nullified, 
"laws" of the Stasi-sED [communist]-block par- 
ties which were, or should have been, known to 
you, you entered my property and made use of 
it without permission. 

The letter informs the family that they 
must restore the house and surrounding 
property to its original condition. The one 
small concession the writer makes is that he 
would be prepared to accept repayment for 
necessary restoration work over a long pe- 
riod, as long as the money is paid back with 
interest and on time. 

Such letters are not uncommon in East 
Germany today. According to the "Ten- 
ants’ Initiative", a citizens’ group recently 
set up to lobby government, some 5m East 
Germans are threatened by claims on prop- 
erty from West Germans. The origin of the 
problem lies in the policies of the East Ger- 
man state towards property since the second 
world war. The communists were deter- 
mined to put their Marxist definition of 
property into practice. There was to be "so- 
cialist property" owned by, and adminis- 
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tered for the benefit of, all the people. Pri- 
vate property was to be strictly for non- 
productive use by individual citizens. To 
achieve this, a series of laws were brought in 
over the years: 

e Bodenreform (1945-46). This large land re- 


form was carried out by communist-con- 


Eviction order on Marx 


EUROPE 


trolled state governments under orders from — 


the then ruling Soviet Military Administra- 
tion. The Bodenreform led to the expropria- 


tion of all estates of more than 100 hectares, — 


and of property held by Nazi war criminals. 
In the countryside former Junker estates 


were broken up and parcelled out to small- 


holders, many of them refugees from Poland 
and the Sudetenland. In the towns this al- 
lowed the Russians to proceed with the 


wholesale dismantling of some German fac- 


tories; some others (for instance, the hüge . 


Leuna chemical works) passed into state 
control. 
e Collectivisation (1952 onwards). East Ger- 


many imitated Stalin's madness. Farmers, 


many of them beneficiaries of the 1945 


Bodenreform, were coerced into this pro- ` 


cess. On paper the land was still cheirs, with 
the state paying a nominal rent for the lease, 
but in reality they lost all control over their 
property and were turned into employees of 
the state.  Collectivisation contin 


throughout the 1950s and 1960s. By 1960 


there were 19,200 farms, all state-run (be- 
fore collectivisation there had been 855,000 
farms, mostly smallholdings). The effort to 
merge farms and make them ever bigger 
continued to the end of communist rule, so 
that now the number of state farms. is just 


3,850. 


e Nationalisation. For big industry, this be- E 
gan with the birth of East Germany. In the” ~ 


mid-1960s the government decided to ex- 
tend the process to all industry and trade. 
This culminated in 1972 in the 
nationalisation of all small and medium? 
sized businesses. 

e Expropriation of residential property. 
The property belonging to any East German 





^. 


citizen who "fled the republic" to the West. —.— 
was taken into state control. Most of these ~ 
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ermany before the closing of the borders 
ad building of the Berlin Wall in 1961. In 
ddition there was the property owned by 
tizens of West Germany before East Ger- 
ny came into existence. In Berlin, for ex- 
mple, inherited or second homes belonging 
West Germans often lay in the East. The 
dministration of such properties was car- 
ed out by a state-controlled "trustees! au- 
ority , the Treuhdndlerverwaltung. 

. As German unity comes into sight, two 
ts of property claimants are emerging. 
ormer businessmen who lost their firms in 
972 and farmers whose land was 
jllectivised are counted as “internal claim- 
s as they continued to live in East Ger- 
ny. "External claimants" are those who 
' abroad, which from East Germany's 
t of view includes West Germany. 

The new government in East Berlin has 

















.. FROM OUR SPECIAL CORRESPONDENT IN WASHINGTON 


N THE State Department in 
A Washington, they are rather 
proud that three times in the 
past year American policy has 
nudged the European Commu- 
nity in the direction of further 
political integration. 

Last July President Bush seduced that 


dinate 24 rich countries’ aid for Poland 
and Hungary. America thinks the com- 
mission has done a good job and last 
month proposed—nudge number two— 
that a similar effort should be mounted 
-for the Caribbean and Central America. 
Although America would be chief co-or- 
dinator and the commission only deputy, 
this would take the EC into another new 
enterprise involving, in effect, a common 
foreign policy. A third nudge was the call 


| erica and the | EC. _ Result: 


roperties area to citizens Pra left m Š 








- the European Commission should coor- 


last December by Mr James Baker, the sec- l 
. retary of state, for new institutional links. 






‘already uis measures for the return of E 
businesses, nationalised in 1972,.to their 
former owners in East Germany. This is pro- 


ceeding: fairly. smoothly. For example, in 
East Berlin 115 corner shops are un 
reprivatised, on payment of a nominal fee by 
their original owners. : 

_ Far trickier is the TAE e property 
on which West Germans have a claim. The 


. East German state has the power to sell off 
. this property. But until the claims of former 


owners are sorted out, no potential western 
investor is prepared to commit capital in the 
East. This hesitation is hampering the ef- 
forts of the East German government to at- 


tract the western investment needed to re- 


generate a run-down economy. 

Uncertainty over the future of leid 
tial property claimed by former owners is 
just as damaging. There is a dire shortage of 
money and materials for housing in East 


Baker and the dozen 


can official, was to "counteract 
dency to be insular. We want it 
. sibilities.” The request for insti- 


frustration at the EC’s tendency 
to take decisions without consulting : 
America. As one official put it: "Euro-- 
pean leaders, especially the French, 
should cease to have an inferiority com- 
plex and stop fearing that if America takes 
part it will dominate proceedings and. try 
to slow European integration." 

But there is more than just carping bs 
hind the American actions. A policy re- 


view last summer concluded that Europe - 


would continue to become more inte- 
grated and that any American opposition 


- would be counter-productive. The White 
House and the State Department there- . 


fore. decided. to welcome the trend, and 





| helpi it along would increase their popular- 


ity in Brussels. — 
The official most responsible for the 


z _new Europhilia is Mr Robert Zoellick, - 
x State Department. counsellor and a pro- 








égé of Mr Baker's: He is part of the group 





+ that Mr Baker brought with him from the 
E Treasury a year and a half ago. That some- 


one in his mid-30s should have a greater 


licy, _ influence on strategy than senior depart- 
he - mental chiefs has ruffled some feathers in 












: State. Department. But Mr Zoellick is 
'à hit in Brussels. “He has the best brain in 

















the State Department," says a senior com- - 


5 mission man. XR 
~ Beyond Foggy Bottom, Washington’ à 





: Europhilia tuns. des deep- E 


Are 


the Community's natural ten- 
to recognise its external respon- - 


tutional links was born ofthe |. 
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paired: eee ie war $4 remain empty. 
With.the state unable to finance the neces- 


sary repair programme, many people believe 
that former owners could provide the 
. needed capital. But East Germans also fear 


that returning property to these owners will 
lead to higher rents ande evictions. 


The missing link. 


Just to make things still more. e baffling, there 
is the extra complication of matching. East 


. and West German property law. The. 





cently signed State Treaty be | 
Germanies sets out the plan for the assimila- 
tion of the East German economy into West 
Germany. But the vital issue of property 
ownership has been left out. The negotia- 


tions are continuing, behind closed doors. 
Western lawyers and politicians argue that 


the er proptidon of property for ideological 


among hoe vid have to worry about ag- 


riculture and the stalled round of GATT 


talks. America is getting increasingly frus- 


trated with the EC's refusal to discuss cut- 


ting the subsidies it pays on food exports. 


Another American concern is about its 
future influence i in Europe. For nearly 30 
years the Americans have been pressing 


_ for a "strong European pillar" in NATO. 
But if the EC one day decides that it should 


become that pillar, the result might be to 
diminish the American say in European 
security. - f 

Is it really in America's interests to 
promote a stronger Europe that could end 
up being formidable rival? American of- 
ficials reject this notion. America, they ar- 
gue, cannot stop Europe's movement to- 
wards becoming something more like a 
single power; Europe and America share 
common values; and it would be great if 
Europe—and Japan—could help shoulder. 
the burden of maintaining global order. 


' More dialogue, perhaps even a treaty with 


the Community, is the way to keep Amer- 


ican influence in Europe strong... 


The Brussels commission has a fine 
reputation in Washington, and not just in 
the State Department. Officials like the 
Frenchmen from Brussels more than some 
of those from Paris. Mr Jacques Attali, an 
adviser of President Mittetrand's and a 


believer in American decline, caused 


much offence with the way he handled the 
new development bank for Eastern Eu- 
rope, which he will now. head. He pre- 


sented-the Treasury with a fait accompli, -f 
saying that if America did not turn up (at ` 
- short notice) to’ a. meeting it would be | 
counted out and. Europe would go ahead : 


without it.-By contrast, the Americans. || 
warm to Mr Jacques Delors and his advis- 
ers. at the commission, who give the i im- 
pression of being good Atlantic ae 
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reasons cannot be accepted by a united Ger- 
. many which recognises the right to own and 
develop property. The East German govern- 
ment is committed to accepting the status 
quo as a result of history. 

Is a compromise in sight? One sugges- 
tion is that some property could be returned 
to former owners who guaranteed to de- 
-velop it and provide security for current ten- 
ants at frozen rents. But such a system would 
probably prove unacceptabi e to all sides; 
those unable to regain possession would in 





effect suffer a second: expropriation. The 
last and West German |. 
governments is widest on the question of 
e property 





gulf between the . 


expropriated under the 
Bodenreform. The East Germans see the 
Bodenreform as a result of war and a mea- 
sure undertaken before East Germany was 
created as a state, It is therefore deemed irre- 
versible. In West Germany it is seen as an 

od act, and the state recognises the 
Mai ns of former owners—for e 





Until the Germanies reach an. agree- 
‘ment on property rights, the damaging un- 
certainty will continue. The few precedents 
being set only help to deepen East German 


worries. A Mr Schneider from Kiel in West 
Germany, who was the first former owner to 


make a claim on his property in the East, has - 


been given repossession of a house in the 
Berlin suburb of Weissensee. Although the 
building. was uninhabited, making repos- 
‘session easier, this does not bode weil for the 
family j in Altenho£,. | 





| Slovakia 


The spirit revives | 


SOSOM OUR SPECIAL CORRESPONDENT IN SLOVAKIA 


«E IX it for the feast of Pentecost; that'll 
. draw the crowds.” The campaign 
s. manager for the Christian Democrats in 
. Slovakia, Mr Jan Kovacovsky, was arranging 
"a rally for the Czechoslovak election on June 
8th and 9th. He reckons he knows his vot- 
ers. Slovakia is the poorer, more agricultural 
and more Christian of Czechoslovakia’s two 
republics. In the other one, the Czech lands 
of Bohemia and Moravia, the Christian 
Democrats have been behind in the opinion 
polls. In Slovakia, they have been scoring a 
. comfortable 25-30%. | 

.. Until last November Mr Kovacovsky's 
office in Bratislava, the Slovak capital, be- 
longed to a local Communist worthy. On 
the wall now is a crucifix. Mr Kovacovsky's 
- Christianity is not bashful. His movement (a 

n word he prefers to the tainted "party") is 

`- popular, he explains, because it stands for a 
. "revival of the spirit”. Christian Democrats, 








says, are sei disciplined and family-ori- E 














































ented. He thinks that women should stay at 
home to look after children and that abor- 
tion should be banned. 

The Slovak twin of Civic Forum, the 
movement that led the revolution in Prague 
and runs Czechoslovakia's transitional gov- 


ernment, is called Public Against Violence. 


At first, the polls suggested that PAV was 
trailing with 15- 1896 of the vote. As a parish 
priest from a pottery town near Bratislava 


. explains, many villagers find the intellectu- 
als of PAV alien and high-handed. But pav 


has been catching up during the campaign, 
capturing some of the anti-communist high 
ground held by the Christian Democrats. 
President Vaclav Havel, the ultimate boss of 


l ARCHOS LOVARKIA } 
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SLOVAKIA 


Civic Forum-PAV, was well received on a re- 
cent.swing in. Slovakia. But so was the Pope, 


who drew a large crowd in Bratislava in 


April. | 

Slovak. separatism is little heard of. Slo- 
vaks bridle when called “Czechs”, and re- 
sent the jokes told about them in Prague. 
They have won a “hyphen war" over the 
country's new name: it is the Czech and Slo- 


vak Federative Republic, although most: 


people will still call it Czechoslovakia. Ges- 
tures aside, Slovaks on the whole seem to 
accept that Czechoslovakia cannot tie itself 
into too many knots to keep them happy. 

Save in geographical and administrative 
terms, Slovaks themselves find it hard to de- 
fine Slovakia. Back in the 1840s Ludovit 
Stur's circle of linguistic nationalists had to 
create modern Slovak out of several dialects. 
Modern Czech and Slovak are so close that 
moments of incomprehension are rare. Cul 


tural differences are small. Czechs prefer 
beer, Slovaks wine. 


‘Slovakia was never really a séparate 
state. As part of the Habsburg empire, it was 
jostled between Austria and Hungary. In 
1918 it was added to Bohemia and Moravia 


' to'make Czechoslovakia. An inglorious mo- - 


ment of nominal independence came as 
Germany's puppet in 1939-45, though some 
Slovaks still look proudly back on those 
years as a time of economic success. — — 
.Nowadays, nationalism seems strongest 
among Slovaks abroad. At home, the small 
Slovak National party admits that auton- 
omy is not on the agenda. The Czech lands 
and Slovakia do compete, but at present 
only over down-to-earth things such as 
whose economy is in worse shape, whose air 
and water dirtier. 








, in almost 27 years. Talks on the bases ha 
_ started under the Socialists but were fro: 





Greece 


Back to busine 


FROM OUR ATHENS CORRESPONDENT 


HE country has turned over a n 

That is the message Greece’s prime 
ister, Mr Constantine Mitsotakis, is t 
to Europe and the United States. Al 
seem to have changed in Greece 
April's election, when Mr Mitsotakis's 
servative New Democracy party sci 
through to power. 

First, Mr Mitsotakis toured Euro 
Community capitals, promising to. tak 
radical measures needed to revive the 
omy and make Greece fit for the post- 
European single market. Then he § 
full diplomatic recognition to Israel, f 
ing a pledge made by the former Soc 
government but never carried out. T 
ing could have been better: a dispute 
Jewish settlers who had moved into a buil 
ing in Jerusalem owned by the Greek Ort 
dox Patriarchate was still going on. But. 
Mr Mitsotakis told parliament, it had: 
done: Greece was the only Communit 
member without full ties with Israel. 

A new agreement on the Ameri 
bases in Greece was initialled last week, just 
before Mr Mitsotakis flew to Washington. 
for the first working visit by a Greek leader 


for almost a year while a series of weak coa 
tion governments held office in Athen: 
Meanwhile the Americans decided they n 
longer needed the two bases near Athens 

The new agreement will run for longe 
than the previous one: eight years, not fiv 
It provides for the enlargement of the o 
two American bases, both on Crete: On 
an electronic listening post near Herakli 
the island's capital; the other provides si 
port for the Sixth Fleet at Souda Bay. 























a ge with Mitsotakis. 









































































yperations will be nad PEE the Ath 
s bases to Crete, but the number of Amer- 
servicemen in Greece will be consider- 
reduced. — 

The bases agreement was needed not 
rely to show that Greece is once again a 
ble ally of the West. Good relations with 
he United States are also important for 
maintaining the seven-to-ten ratio in Ameri- 
can military aid to Greece and Turkey. This 
rear Greece's share is almost $350m and 
resident George Bush has asked Congress 
or a similar amount for 1991. 

. So far, so good. But Mr Mitsotakis will 
ind it hard to keep the momentum going, 
ially with his worst challenge: the 
eek economy. His efforts to shore up the 
onomy started with a fresh round of price 
creases for transport and public utilities 
.an increase in VAT, pushing inflation 
st 20%. The long-delayed 1990 budget is 
ady.at last but makes gloomy reading. The 
ficit will rise to 2.1 trillion drachmas ($13 
lion), and growth will be less than 296. 
The government says it cannot pay its 
lhare— just under 50%—of projects that be- 
ng to the European Community's new re- 
nal-development programme. They in 
lude extending the Athens metro, building 
.new international airport at Spata, 20 
ometres east of the capital, and a river- 
- diversion project to irrigate a large chunk of 
the Thessalian plain. 































loan of 7.1 billion ecus ($8.6 billion) 
m the European Investment Bank to 
ver the entire Greek contribution. The 
ropean Commission may object. Greece 
s not yet paid back a special loan of 1.8 
lion ecus handed out in 1985, and has 
been harshly criticised for not meeting the 
commission's conditions. 

^ Ifthe economy looks precarious, so does 
Vr Mitsotakis's majority in the 300-seat par- 
iament. The government depends on a sin- 


Renewal splinter group. The prime minister, 
plans a spate of legislation, has warned 
Democracy: deputies not to stray far 
‘Athens. Most Greeks are thoroughly 
of elections after three in less than a 
ar. The politicians, realising that, are wary 
nging on yet another. Still, the prime 
has to tread carefully. | 
consolation is that the Socialist 
f his. vah Mr Andreas Papandreou, 
a a knot..1 he e Socialists, keen t to look less 































3 yu is is still in ria But e succes 
raat isnowa topic for T 


Mr Mitsotakis intends to ask for an ex- 


le deputy from the centre-right Democratic | 


| A mad, mad | esson 


FROM OUR BRUSSELS CORRESPONDENT 


TT WAS like old times in Brussels ki 
. week. EC governments abandoned 
det recent preoccupation with heady is- 
sues like monetary union or Euro-feder- 
alisrn for the reality of a ding-dong trade 


TOW. At issue were exports of British 


beef. But it could have equally been 
about Italian wine, French turkeys, Brit- 
ish lamb or Belgian milk—all of which 
have been the subject of disputes involv- 
ing import bans by other EC countries 


and allegations of dirty tricks to protect 
local farmers. Will bad old habits haunt 
the Community's brave new future? 


On the one side are France and West 
Germany, now joined by Italy, which 
have banned imports of beef from Brit- 
ain because of an outbreak there of bo- 
vine spongiform encephalopathy (BsE), 
commonly known as mad-cow disease. 


{| On the other side is the British govern- 


ment, arguing that there is no risk to 
humans from BSE and that the import 


ban is illegal under Article 30 of the © 


Rome. Treaty, which guarantees free 
trade among members. The ban is merely 
a pretext to keep British beef off local 


markets, say the British. Not so, retort 
the French and Germans: our action is 


justified under Article 36, which allows 


| usto ban imports of products that pose a 


hazard to health, 
In the middle is the European Com- 
mission. When West Germany first be- 


came edgy about BsE last January, the 
"commission and its veterinary experts 


examined the scientific evidence. As a re- 
sult, they banned the export from Britain 
of beef offal (sundry innards, brains and 
the like) and also of live cattle over six 


© months of age. All other beef exports 
< were allowed. 





But on June 1st the French and then 
the Germans took matters into their own 
hands and banned all imports of British 
beef; Italy was to follow suit. It is the 


- French ban that causes Britain and its 


farmers the greatest concern, since 
France is by far their biggest market. The 
commission gave France and Germany 
until June 4th to end the ban and sent 
telexes warning other governments to 
hold off. The French and Germans disre- 
garded the ultimatum; the Italians simply 
ignored the. telex from Brussels. The 
farm commissioner, Mr Ray MacSharry, 
then threatened them with legal action. 
Farm ministers were summoned to 
Brussels for an emergency meeting on 


June 6th to break the impasse. In the best 


EC tradition of all-night sittings, agree- 


ment was reached the following day. | 


France and Germany will resume im- 
ports, while Britain reinforces its already 
tight controls to ensure that no contami- 
nated beef is exported. 


The commission has been praised by ` 
Britain for its role i in the affair, being de- 


scribed as "objective and correct" 
by the British farm minister, Mr 
John Gummer. This is a distinct 


ments more familiar view of a 
commission in the grip of a power- 
hungry president and eager to 
fleece the British taxpayer and rob 
the country of its sovereignty. 
- But unexpected admiration 
- from Britain would be scant con- 
solation for the commission if the 
, madcow affair is a sign that its 
: whistle-blowing is going to be ig- 
` nored by EC governments. Disre- 
gard the referee, and the 1992 
-game falls into disrepute: the èn- 


on all the players. obeying the 
Commission’ s whistle. ' 


- tire single-market project depends | 
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change from the British govern- | 
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Does reading an ad take more wisdom 
than voting for the President? 


— 





CN 
" 


Um ^ 7-0 NETT F 
This voter is 30 years old. Well, not everybody. Certain people have 
He has voted three times for the President. determined what kind of advertising he should see. 
He was in the army. He graduated from college. And what he shouldn't see. 
He is married with two kids. Even though all the products involved are legally man- 
He has a job. He is a taxpayer. ufactured and sold. 
He has a bank account and some credit cards. Certain people decided to protect him. 
Everybody thinks he is a sensible man, able to make Certain people don't trust his wisdom. 
his own decisions. Certain people are still afraid of freedom. 
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If you think freedom of expression is important, please contact 
LIBERTAD Inc. 599 Lexington Avenue, New York, NY 10022 Telephone: (212) 888-9522 
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The party's over 


.G. WELLS reckoned that advertising was the 
art of teaching people to want things. That 
“education” has been practised for centuries. The 
town crier in Athens used to proclaim: 
For eyes that are smiling, for cheeks like the dawn 
For beauty that lasts after girlhood has gone, 
For prices in reason the woman who knows, 
Will buy her cosmetics of Aesclyptoe. 
Indeed, advertising may have existed even earlier, in 
Babylon. Others argue that the first campaign was 
by the serpent in the Garden of Eden. 

Advertising has been a proper industry for a lit- 
tle over a century. The original advertising agents 
sold space on behalf of newspapers. N.W. Ayer's 
agency, which was founded in 1863, was the first to 
start buying space on behalf of clients. Shortly after- 
wards another American, James Walter Thompson, 
offered to design advertisements for his clients. 

Most of the first generation of mass-produced 
branded goods, such as Coca-Cola and Ivory soap, 
date from the same period. The new brands relied 
on cheap mass-manufacturing techniques to under- 
cut local storekeepers’ products. And they used ad- 
vertising to appeal directly to the consumer—first 
through newspapers, magazines and billboards and 
then through radio and television. 

Last year such media advertising, still known as 
"above-the-line" marketing, cost companies world- 
wide $240 billion. Add in other selling gimmicks 
such as packaging-design and sales promotions 
(which are all snobbishly referred to as below-the- 
line advertising) and the total marketing budget was 
$620 billion—or $120 for every person in the world. 

In the process H.G. Wells’s art has intruded into 
places even the great futurist may never have 
dreamed of. Televisions beam commercials at chil- 
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dren in classrooms and at shoppers from supermar- 
ket trolleys. The space above urinals, the side of hot- 
air balloons, even the Berlin Wall—all have become 
billboards. Similarly, it is no longer just the big con- 
sumer-goods companies that believe that people 
need to be educated to want their products. In the 
past year both the Vatican and Prince Charles have 
called in advertising agencies. 

The result of all this education? Today the 
Coca-Cola can may be better known than the cruci- 
fix; advertising jingles create hit records; anyone 
who had not seen a television commercial would 
miss half the jokes in British comedy programmes. 
In polls consumers say that there is too much ad- 
vertising; that it is effective; but that they, person- 
ally, are immune to its charms. 

In fact advertising is probably much less power- 
ful than its proponents and critics make out. Many 
consumers buy more from habit than from hype. 
And few consumers will buy a bad product twice. As 
Mr David Ogilvy once warned fellow admen, “the 
consumer is not a moron; she is your wife.” 

Extravagance and hype have created a strange 
industry. Any truthful characterisation of the ad- 
vertising business over the past three decades would 
include the following five phrases: small, American, 
servile, comfortable and slightly fraudulent. By 2000 
they will all be less applicable. 

Advertising agencies are relatively small busi- 
nesses. One misleading indicator is that they mea- 
sure their own size by the media-spending plus pro- 
duction costs (or billings) of their clients; the 
agencies get only a commission, traditionally 15%, 
on that expenditure. Last year the commission reve- 
nues of the biggest western agency, Saatchi & 
Saatchi Advertising, were $890m; Procter & Gam- 








The advertising 
industry will 
have to prove its 
worth over the 
next decade, 
argues John 
Micklethwait. 
That struggle will 
change it 
dramatically 














































value of the world's biggest -ad- 
vertising business, wPP Group, 


and Ogilvy & Mather, is $450m. 
Nevertheless WPP marks a rela- 
tively new type of creature in the 
advertising industry—a marketing 
conglomerate built up by take- 


BBDO). Shortly afterwards, the Brit- 
ish Saatchi brothers, Charles and 
- Maurice, outdid Omnicoth when 
they bought Ted Bates, another 
American agency, for $500m. (the 

agency is now part of their Backer 
Spielvogel Bates network). wer is run by the broth- 
ers' former finance director, Mr Martin Sorrell. 


The latest agencies to expand are French ones. 
such as Publicis and Eurocom. And the biggest sin- - 
gle agency, Dentsu, is Japanese—though well over 


90% of its business comes from its home market. 
Despite these contenders, the capital of interna- 
tional advertising remains Madison Avenue. Amer- 
ica accounts for nearly half the world's advertising. 


Agencies are driven by their clients’ wishes. If 
Procter & Gamble sneezes, Madison Avenue - 


catches a cold. An angry client can drag any agency 
boss out of bed. Such servility has not stopped ad- 
vertising from being a fairly comfortable business. 
Clients may be masters, but, so far they have not 


been particularly autocratic ones; agencies have 


been like overpaid butlers. Three factors help. 

First, the clients are basically loyal: despite all 
the headlines in the advertising trade press, only 
10% of accounts change hands each year. Second, 
an agency's commission is linked to the amount its 
clients spend on media, not its own performance 


(cather as if a butler’s salary was linked to his mas- 


ter's household budget). The level of commission 
has fallen, to around 1096 for a few of the biggest 
clients. But some expenses, such as the cost of mak- 
ing a TV-commercial, are picked up by clients. 
Third, clients often do not know how well their 
advertising works. Many measure their advertising 


budgets only against the previous year's (rather than 


against results). And, as one client complains, "If I 
ask too many questions; a haze of creativity de- 
scends on the argument." Creativity is perhaps the 
most fraudulent word in advertising. Some ad- 
vertisements still take your breath away, but many 


do not—as anybody who has spent an hour in front. 


cf the television will testify. Even some genuinely 


creative advertisements use strange tactics, such as __ 


holiday beaches that have been cleaned up and 
sunsetted back in the studio. The same creative lib- 
erties are taken with many industry statistics—par- 
ticularly the league tables of clients’ billings. 

- The immediate future of the advertising indus- 
try varies greatly from country to country. Advertis- 
ing expenditure is determined by. three factors: a 
country's consumer spending; its economy's open- 
ness to foreign competitors; ; and its television indus- 
uy (the more v stations, her 





-bles advertising "udget alone’ was” Put in- 
over sg 4 billion. The stockmarket: glo-Saxon heartlands are in for a rough time. Brit- 


ain's Campaign magazine recently ran a definitive 


which owns J. Walter Thompson | 


overs. In 1986 three American ~~ talk of a "revenue crunch" and expect job cuts. 


agencies merged to form - 
Omnicom, which has two agency 
networks (DOB Needham and 


immeasurable”. 
thrive, it must show that it is a worthwhile tool. 


| what px do. 





Judged by those standards the traditional 


guide to cost-cutting (“Which goes first: the pot 
plants, or the Porsche!"). America, the home of 
most big agencies and clients, is also beginning to 


suffer. The industry's foremost forecaster, Mr Rob- 


ert Coen at McCann Erickson, reckons that Ameri- 


-can advertising expenditure will grow by only 6% 


this year. Privately, many of the industry’s leaders 


The growth areas will be those where consumer . 


- spending still looks fairly strong, and where.govern- 


ments are opening up markets. Admen expect a 


boom in pan-European advertising. Then there are 
the communist countries and the third world. The 
-advertising industry has hardly put its feet down in 


countries that house half the world's POP 


` The proof of the pudding . 


Advertising's future health will largely depend on 
the industry clarifying its own purpose. It has to find 


. a more clearly defined role for itself within clients’ 
marketing budgets. At the moment that role is be- 


ing questioned— particularly in America. "Too 


. many American clients", argues- Professor John 


Philip Jones of Syracuse University, "regard ad- 
vertising as a necessary evil, a cost whose effect is 
If the advertising industry is to 


In one way, proving that it is an investment is 


fairly easy. Many of the tools to measure advertising 


effectiveness are now well déveloped. As they begin 
to be used more the industry will becomie more ac- 
countable and questions will surface. Does it make 
sense that an advertising agency's greatest value to 
its clients is its creative output, yet most are re- 
warded according to their clients’ media-spending? 
Creativity seems to flourish best in small agencies: is 


that creativity worth more than the convenience of 
a bigger agency! What parts of an agency's service 
: can a client do more cheaply itself? 


These questions will probably change the indus- 


try more dramatically than all the takeovers of the 


1980s. Many revolve around the agencies size and 


















































AKE care of the ads and the money looks 

^od after itself,” advised Leo Burnett, who 
a" fou ded. the Chicago-based agency of the same 
| name: The principle still holds true. According to 
-| Mr Frank Lowe of Britain's Lowe Group the hard 
-|> part of agency-management is “the people side"; the 
finance is relatively simple. The only thing that can 
disturb such a comfortable cottage industry is if a 
business grows too fast. 

Advertising agencies are relatively easy to start. 
The standard combination is a copywriter (to write 
the ads), an art director (to design the look of the 
ads), an account director (to talk to clients) and a 
media director (tó decide where the ads should go). 
The combination produces some of the most ludi- 
crous names in business—for example, the late la- 
mented Still Price Court Twivy D'Souza (now taken 
b y Lintas, a bigger American agency). 

e barriers to entry are probably lower in Eu- 
rope than in America. First, there is a bigger inde- 
pendent media-buying sector in Europe, to take 











care of the only part of advertising that needs much ` 


capital. Second, big European clients are more will- 
ing to commit money to small agencies; the sheer 
size of the American market makes clients cautious. 
An agency's finance director (if it has one) has 
only two real problems. The first is to.estimate the 
year's budget. The foolproof way is to estimate the 
agency's commission income from the agency's ex- 
isting clients, subtract a suitable profit margin and 
then make sure that the agency's costs stay under 
that figure. Any income from new accounts goes 
straight to the bottom line. Most agencies hope to 
make profits equal to around a fifth of their own 
income (or 396 of their clients' spending). 
The other part of the finance director's job i is to 
make his clients’ money sweat. Although the agen- 
.cies keep only 15% of a client's media spending, 
- they can sit on the full total until the media Owner 
. demands it—and keep the interest. Saatch 
| Saatchi’s s. ear] po owed much : to b billing saty 








l cation. dóes not prevent the E ocr ine di 
el with. dazzling speed. E 
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"HE best place to be, according to one iii is 
: "only about a week ahead of your client." An 
agency that anticipates a client's needs just before 
the client does will pick up business. The clients 








nies. These include America's Procter & Gamble 


How it works and why it grows 


. work out how the acquisition will be financed and 


and he is prepared to justify his em- 


| Assault on the heartland 


|. that really matter to the advertising industry are the - world has at least one of their products. Yet, par- 


big ' ‘fast-moving consumer goods" (FMCG) compa-- 









cies. By and large the best performers have been me- 
dium-sized agencies. Anecdotal evidence suggests © 
that the same is true in America. There are few — , 
economies of scale for a British agency with billings 
above $100m. . , 

Despite the beauty of such small units, agency 
bosses feel driven to expand. One pressure is from 
clients who have spread overseas: it was that which 
persuaded many American agencies to build up 
their networks after the second world war. There is- 
another pressure which Mr Jeremy Sinclair, deputy- 
chairman of Saatchi & Saatchi, calis “the ever-ris- 
ing ceiling": for an agency to remain hot, it has to 
grow; there is a limit to how much it can grow 
organically, so it begins to make acquisitions. 
Saatchi & Saatchi started in a smal! office in Soho 
in 1970; by 1986 it was the biggest advertising group 
in the world. 

However, PENER SA calls for a whole new range 
of management skills. For a start an agency has to 
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how the sellers (almost invariabiy the agency's 
founders) will be paid. Usually these problems are 
solved by earn-outs, which pay off the target agen- 
cy’s founders gradually. At Saatchi & Saatchi the 
ceiling kept on being pushed upwards and the struc- 
ture underneath became much more shaky. | 

Saatchi & Saatchi's problems have helped turn 
size into the dominant issue in the industry. WPP 
Group has been constructed at a- 
speed that. makes the Saatchi- 
brothers seem like slouches. In. 
1985 Mr Martin Sorrell, then 
Saatchi's finance director, bought a 
stake in Wire and Plastic Products, 
a wire-basket manufacturer. With a - 
new name, WPP, he embarked on a 
string of marketing acquisitions, 
the boldest being J. Walter Thoti 
son in 1987. 

So far Mr Sorrell has not 
slipped up: he has made his ac- 
quired businesses more profitable, 









pire on the financial record of each 
of its units. But he also believes that 
clients now appreciate size in agen- 
cies; and that they want to buy a- 
wide range of marketing services 
from the same firm. Is that true? - 


















(P&c), Philip Morris, Colgate-Palmolive and Gil- 






lette, France's L'Oréal, Switzerland's Nestlé, Japan’ The fight for 
ette, France’s L’Oréal, Switzerland’s Nestlé, Japan’s 
Kao and an Anglo-Dutch conglomerate, Unilever. ig ict 


“Tt is a safe bet that every home in the developed 







ticularly i in America, those groups are having t to re- 
examine the way that they sell their. wares. Tt 
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examination will affect the ad- 
vertising industry worldwide. 

Thirty years ago Professor 
Theodore Levitt of the Harvard 
Business School declared that the 
“customer was king” and chastised 
companies for ignoring them. Now 
marketing is more appreciated. A 
recent survey of 47 chairmen of 
multinational companies (includ- 
ing AT&T and IBM) found that most 
expected to pick future chief execu- 
tives. from their marketing divi- 
sions. Heineken, a Dutch brewer, 
boasts that it is a marketing com- 
pany with a production facility. 
Ford argues bluntly "if we are not 
customer-driven, then our cars will 
not be." Similarly, companies with 
proven marketing skills have been 
pursued by financiers. In 1988 
Kohlberg Kravis Roberts, a Wall 
Street leveraged-buy-out specialist, paid $25 billion 
for RJR Nabisco, a tobacco-to-biscuits group. 

Yet the new fashion for marketing also carries 
several caveats for the advertising industry. For a 
start, as Mr Simon Gulliford of Britain’s Ashridge 
Management College points out, “it is quite easy to 
sell advertising when there are no marketing people 
in the room." More importantly, the new marketing 
supremos are coldly re-examining their strategies. 
That examination is keenest in America, the home 
for most of the world’s biggest advertisers. 


Current 
position 
leader 
leader 
leader 
leader 
leader 
. leader 
second 
leader 
leader 
- leader 





King customer isn't listening 

Many of the best-selling brands in American super- 
markets today also led the field in 1925 (see table). 
The American FMCG companies have proved re- 
markably stout defenders of old brands, far less 
adept at creating new ones. (The same is true in Brit- 
ain, where the average age of the top grocery brands 
is over 40 years.) Only one in ten new products suc- 
ceeds. The enormous sums paid to acquire estab- 
lished brands in takeovers also point to the same 
frustration. What has gone wrong? 

America's population is growing at only 196 a 
year, putting a natural limit on the growth of the 
FMCG market. With the number of products increas- 
ing but the number of consumers staying the same, 
the market has fragmented. In 1979 there were 84 
cereal brands with sales of more than $1m a year 
each. Today there are more than 150. 

Life has become difficult for those companies 
which thought they were following Professor 
Levitt's advice in 1960, but, in fact, were following a 
formula. The best example is P&G's system. The 
Cincinnati soapster spent a fortune on research, 
telling its scientists to find products with a clearly 
defined technological superiority, or "delta". P&G 
then bombarded the consumer with advertisements 
extolling that delta—notably its famously boring 
two Cs in a K commercials, where two Customers in 
a Kitchen talked about the product. 

Such a system worked, as long as P&G could pro- 
duce products with clear deltas—like Crest, the first 
toothpaste with fluoride. Now such products are 
harder to come by. In 1981 P&G thought that its 


orange juice, Citrus Hill, was a winner, because it 


had developed a way to preserve the flavour; Ameri- 
can consumers did not spot the difference, so 
Tropicana and Minute Maid still lead the market. 

Shorter lead times ahead of the competition are 
another problem: a six-month break is the most a 
new product can hope for. So the big FMCG compa- 
nies need to reach the consumer as directly as possi- 
ble. That too is now more difficult. In 1970 the 
three big American television networks, ABC, NBC 
and CBS, were watched by over 90% of the country's 
homes. Now the proportion is 6596 and falling. 
And, because of competition from cable television, 
the networks’ programming costs have increased. 
The result: the price of reaching 1,000 network 
viewers doubled in the past decade. One way of 
economising has been shorter commercials. 
Around 4096 of the commercials on American tele- 
vision now last only 15 seconds. A study in the early 
1980s concluded that the average American saw 
1,600 advertising messages of one sort or another 
each day. Given the new shorter adverts and the 
multiplicity of media since then, it is probably over 
3,000 now. There is too much clutter. 

However, the American FMCG companies' big- 
gest problem is the new power of the retailers. 
American supermarkets carry the leading two 
brands in each category, but the other brands (par- 
ticularly new ones) must prove that they are worth 
the shelf space. FMCG companies have to pay "slot- 
ting allowances", pay for expensive in-store displays 
or give gross-margin guarantees. Big FMCG compa- 
nies spend about twice as much on such below-the- 
line promotions as they do on advertising. 

Numerous academic studies of sales promotions 
show that most do not work. In the short term the 
extra customers they attract rarely pay for the pro- 
motional costs. Customers and retailers take advan- 
tage of price cuts to buy products cheaply that they 





TGR a E Vane WE Te RIT CP TW -. i F3 


would probably have bought anyway (at the full 
price). In the long term they damage the brand's im- 
age. A brand consistently on special offer ceases to 
be a quality one. One FMCG company compares cou- 
pons to heroin. 

But can the FMCG companies kick the habit? 
Unfortunately, most brand managers are given only 
a few years to improve a brand’s market share: the 
easiest way (albeit unprofitably) is to push promo- 
tions. Moreover, the retailers’ power should in- 
crease rather than diminish. Seven out of ten Amer- 
ican supermarkets have electronic scanners, which 
can read universal bar codes. Scanning data tells the 
retailers which products are worth the space they 
occupy—and which ones need more promotion. 

And what if American retailers used scanning 
data to sell own-label goods—as British supermar- 
kets like Sainsbury do? Sainsbury's products aim to 
match (or exceed) the quality of the best branded 
products, while most American own-label goods are 
cheap generic products. Sainsbury's own-label 
brands rarely outsell a strong manufacturer brand, 
but they easily knock out the rest. 


So where does advertising fit in? 


Advertising has, in effect, become only one out of 
many marketing weapons, and a relatively expen- 
sive one at that. Many advertisers prefer direct mar- 
keting—where possible. For example, one FMCG 
company sends mailshots to mothers to persuade 
them to try its baby food, but it admits that broader 
markets, such as biscuit eaters, are difficult to target. 
Similarly, picking out potential Porsche drivers by 
direct mail is relatively easy. Family-saloon drivers 
are cheaper to reach by network Tv. 

Public relations will also increase its share of the 
marketing budget. Companies now place a pre- 
mium on influencing the "opinion-former" audi- 
ence of the rich and powerful. Miss Anita Roddick 
has built up one of Britain's best known brands, 
Body Shop, without a single advertisement. Those 
that have suffered at the hands of the green lobby, 
such as Exxon, presumably wish they had paid more 
attention to their image. 

However, the real challenge to advertising 
comes from the supermarket. Most buying decisions 
are made in shops (when the previous night's ad- 
vertisements are only a vague memory). One cynical 
school of thought says that most FMCG companies' 
advertising budgets would be better spent on the 40 
or so retailing executives who decide what gets into 
a store in most countries. Others say that strategic 
promotions (as opposed to tacky price-based ones) 
can complement a product. 

P&G, for example, is proud of a recent compe- 
tition for its alltemperature detergent, Cheer, 
where the prizes were holidays in sunny spots and 
cold winter resorts. And some admen, who have 
spent most of their lives saying that promotions de- 
stroy brands, are now being more conciliatory. Mr 
Burt Manning at J. Walter Thompson cites the ex- 
ample of a 30-second car advert that spends three- 
quarters of its time building up the brand, and then 
announces a special-price offer at the end. 

So will advertising dwindle away until it be- 
comes just another marketing service? The truth is 
that the current state of the FMCG industry has only 
reinforced the clients’ need for good advertising. 


THE ECONOMIST JUNE 9 1990 


bee 


Ad. S y " * Fare m my eee mmm 
7 *. ^ 





=>. -8 7 re we = - = ~ 


THE ADVERTISING INDUSTRY SURVEY 7 — 


Consider the following arguments in its favour: 

e The more similar that products have become, the 
more advertising counts. 

e Given the short lead times, good advertising is 
essential to lift the product out of its rivals' range. 
e Brands that still reach over the heads of the re- 
tailer and talk to the consumer are the ones that 
need to offer the fewest trade promotions. 

e Memorable ads cut through media clutter. 

Why then does advertising continue to shrink 
as a proportion of marketing budgets? Part of the 
problem is the butler mentality. But the biggest one 
is that old-style American advertising is hopelessly 
ill-equipped for its new task. Bludgeoning the con- 
sumer about a small technological improvement is 
unlikely to win his loyalty—and is relatively easy for 
the next product to beat. By the time the consumer 
has reached the store, he has forgotten it anyway. 

In effect the unique selling proposition is 
dead—for all but a few products. Most agencies are 
now concentrating on "feel-good" advertising, us- 
ing catch phrases like "emotional branding" or the 
"emotional selling proposition". Strangely, Japan, 
long seen as a creative backwater in advertising, has 
used such soft-sell commercials for decades, promot- 
ing boring mechanical products with surreal pic- 
tures or with blatant pitches to emotion. Most Euro- 
pean ads are much subtler than American ones. 
The truth is that the best advertisements have al- 
ways been about making consumers feel good. 

Heinz tomato ketchup may well be. “better” 
than its rivals. But consumers do not buy it because 
of two or three extra granules of taste. If a brand’s 
appeal is intangible, it is extremely difficult to dis- 
lodge. Research has shown that American consum- 
ers associate the name McDonald’s with many 
things, including cleanliness and even the Ronald 
McDonald home for sick children, before they 
think about the food. Rivals like Burger King can 
advertise to their hearts’ content that their burgers 
taste better, but they will not disturb that feeling of 
warmth. Even P&G's ads have become more subtle. 

In other words an advertising agency's clients 
want the impossible: an intangible appeal that they 
can measure in a tangible way. And increasingly 
they want brands whose appeal is so strong that it 
can cross frontiers. 

























































Multinational 
agencies are 


picking up business 


multinational 

campaigns. 
Convenience, 
.. father than 
sensible marketing, 
is often the reason 








as clients opt for 


ielvogel acts locally ] P tu de.” T ; 


thumb is that an agency will argue that any ri- 


| val with around $100m-worth of billings less than 
 itsownistoo small to offer a comprehensive service; 
but any agency with $100m more is “too big to be 


* 


personal". Most agencies’ proclaimed strategies 
tend to be a function of their own structure. No- 
where is this truer than in international advertising. 
The leaders of multinational agencies have com- 
mitted themselves to difficult mergers, expensive 
start-ups in places they presumed existed only in 
travel commercials, and, personally, to endless soli- 
tary hours.on aircraft travelling to outposts of their 

farflung empires. Is it worth it? 
As Mr Alex Kroll of Young & Rubicam admits 


"we have to be more than just convenient." From a 


client's point of view the economic test of multina- 
tional marketing is simple: do the gains (from econ- 
omies of scale in manufacturing a single product or 
a single commercial rather than several) outweigh 
lost revenue from failing to discriminate between 
customers? That test can then be applied to the fol- 
lowing four options: s 

€ To make one uniform product, or several. - 

@ To use a single advertising campaign or to adapt it 
to local markets. ; 

@ To use one multinational agency, or several local 
ones. 


€ To buy all marketing services (both above- and 


below-the-line ones) from the same agency group, or 
to pick and choose. jr 

The more positive the clients' answers, the bet- 
ter the prospects for global agencies. Over the past 
13 years the market share of multinational agencies 


has risen from 1496 to 3096 of worldwide billings, as 

"advertisers have aligned brand advertising with the 
same agencies across Europe, Asia and America. 
. But are advertisers pursuing convenience at the ex- 


pense of creativity? —— 

. The most convenient way to sell goods is to 
treat the whole world as one. In 1983 Professor 
Levitt proclaimed that the globalisation of markets 


was at hand. "Technology" was producing a new 
"commercial reality—the emergence of global mar- 
kets on a previously unimagined scale of magni- 















A CINCAL, but regrettably reliable, rule of 






















|.. accounts. And each big advertiser has. 
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The number of truly global brands, which mean 
the same to everyone everywhere, are few indeed: 
the only indisputable mass-market one is Coca- 
Cola, which began its global campaign in the 1950s. 
Products and images still mean different things to 
different people. Northern Europeans want an anti- 
perspirant to stop them sweating, while southern 
Europeans, who are resigned to sweating, need a de- 
odorant to mask the smell. Similarly, British meat- 
balls might sell in America, but the slogan “Faggots: - 
great balls of goodness” would be misunderstood. 
America, indeed, is an example of how a sup- 
posedly homogenous market is breaking up. Ad- 
vertisers—even global ones such as Coca Cola—are 
finding it much more profitable to break it down 
into micromarkets. For example, pick-up trucks 
need to be marketed in one way to southern farm- 
ers, who actually use them, and another to New 


. England yuppies, who pose in them. 


Only a few companies such as Gillette are pre- 
pared to follow truly global strategies (see box on 
next page). Most consumer-goods companies have 
at least one unpleasant experience behind them— 
such as P&G's first attempts to use hard-sell Ameri- 
can-style commercials in Japan. Whereas Gillette 
uses only two agencies, both P&G and Unilever have 
a squad of four core agencies, which serve them 
around the world; additional local and national 
agencies keep them on their toes. 

The advertísing industry has changed its pitch 
as well. Global agencies now argue that global cam- 
paigns are an extra—not their raison d@tre. Mr 
Carl Spielvogel, the boss of Backer Spielvogel Bates 
(an American agency owned by Saatchi & Saatchi), 
advises his clients to “think global, but act local". 

_ Few agency chiefs will admit it, but their great- 
est selling point is indeed convenience. As the con- 
sumer-goods industry consolidates, advertisers have 
pruned their agencies. Big clients still have some de- 
mands: for example, Coca-Cola will not stomach an 
agency working for Pepsi-Cola (and vice versa). 4 
"Rules about client conflict", argues Mr Alan . 
Gottesman of Paine Webber, "ensure that there will 
not be an Adland equivalent of The Tomato That 
Ate Chicago". But client conflict should not stop 
agencies growing: no agency has a big client in every 
one of the 12 biggest product categories. 

Global agencies have also gained from the way 
that clients have reorganised themselves— focusing 
on products rather than countries. In the past FMCG 
companies have left most of the individual-product 


battles in, say, detergents in Thailand, to local gen- 


erals. Now the head offices are taking more control 
and trying to build structures based around prod- 
ucts. In most cases this has proved impossible, so 
they have ended up with matrix systems, where 
brand managers report to both their local country 
manager and the central products manager. © 
Agencies have cleverly copied clients. At J. Wal- 
ter Thompson, where the top ten clients account for - 
50% of the agency's income, there is a special direc-. 
tor, Mr Bill Thompson, to deal E cei odd 
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But...if this is not an entirely accurate picture of your business, you may want to know how we can help. 





Charles Barker — communications solutions whatever the audience, wherever the market. For a copy of our 





Annual Report contact Robert Keen on 071-634 1011, Charles 
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_ent—can discipline each other. - io 
_ «Cosy though this is, it is not a particularly good. 
. argument for global marketing. Most agencies say. 
that, despite the paucity of global brands, there are 
many more regional ones, which can span several 
countries. The test tube for such theories is Eu- 
rope's evolving single market. If pan-European 
| products, advertising and agencies fail the economic 
test, then the global-marketing theory is obviously 
wrong. The likelihood is that some pan-European 
advertising will work—but probably not as much as 


the advertisers and agencies currently expect. 


Has anyone seen a Euroconsumer? 


., But should a company try to unify two success- 
ful existing campaigns into one? Opinions differ. 
. Mars is renaming many of its chocolate bars in Eu- 
rope (even though the economies of scale cannot be. 
_ terribly big). Others are more cautious. Unilever has 
-kept the name Trés Prés in France for its Close Up 
toothpaste. The same applies to advertising cam- 


paigns. Ogilvy & Mather's commercials for Ameri- 


can Express use different celebrities in different 
.. countries; so do J. Walter Thompson’s star-in-a- - 
- Shower ads for Lux soap (in Britain it has to be star- 


in-a-bath, because the British do not like showers). 
Outside a few obvious categories—businessmen 


. dm the same business, rock-music-obsessed teen- - 
. agers, luxury-goods buyers—true "Euroconsumers" 
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r JWT executive to supervise its account globally. 
he two matrix structures—both agency and cli- - 





are thin oh the ground. Pan-European English- 


speaking television failed because most Europeans 
want programmes in their local language. Despite 
30 years of similar marketing the French drink only 
a fifth as much Coca-Cola as the West Germans. 
And despite a century of unity Bavarians still eat 
different foods to other Germans. 

One thing is certain: lowest-common-denomi- 
nator advertising will not work. An advert that ap- 
pears bland to German people just so that French 
people can understand it does not make economic 


sense. Flexible manufacturing techniques have 


brought down the cost of changing a product's 
name or packaging for a particular country. What. 
counts is being able to sell it. And from the consum- 


ers point of view pan-European branding is not a z s 
selling point. Only admen and international mar- | 


keting directors get a kick out of seeing the same. 
advertisement in different countries. The consumer 


. in Barnsley could not care tuppence that the same 
. product is also on sale in Barcelona. 


In other words a pan-European campaign has to 
be extremely good. Are the multinational agencies 
the best place to look for good creative work? 


Dots on the map 


. Most big agencies privately admit that there are cre- 


ative holes in their agency networks. Add in the var- 
ious public-relations: and market-research compa- 
nies, each of which varies in quality from country to 
country too, and the holes begin to look numerous 
enough for customers to fall into. "NU ; 
According to Mr Bill Weithas, chief of Lintas 
Worldwide, “You have to keep raising the bar to 
keep standards high”. He thinks that the acqui- 


sition of Still Price Court Twivy D'Souza has in- 
. jected new life into Lintas's London office. Simi- 


larly, the acquisition of Boase Massimi Pollitt is 
intended to boost poB Needham’s reputation in 


London. One London veteran is cynical: “People 


have been bringing.in new blood:at Needham and 


Lintas for as long as 1 have been in the business." 


The agency that has suffered most from the dif- 
fering standards of creativity is Saatchi & Saatchi. 
When Saatchi, then known as a creative British 


agency, bought Compton in 1982, Madison Ave- 


nue cheered: Compton’s output (much of it for 








have probably ended up with a mata- - 
dor, Britain with a boxer and Japan 
with a sumo wrestler. Tu 


razor. | | 
ell everywhere under - 


the same tag, "the best a man can get”. 





ica has been startlingly successful, emp- 


, tying shops of razors. The campaign 
. and the razor will be extended around 


the world within two years. In the mid- 
1970s it used to take Cillette five years 


- just to push products around Europe. 


Mr Symons reckons that there are 
significant savings in having one cam- 


_ paign and is scornful of fainthearts. He 
* points out that if endless national tests 
vad been conducted for Marlboro's - 


x cowboy: c mpaign then Spain would 





far the campaign in Amer- 





So does the Sensor campaign. help 
clinch the argument in favour of global 
marketing? Not necessarily, as even Mr 
Symons admits: “There is no absolute 
right or wrong about global cam- 
paigns—their appropriateness varies 
from product to product.” One of the 
advantages of shaving is that men every- 
where want pretty much the same three 
things: closeness, comfort and conve- 
nience. Another is that the Sensor ra- 
zor has a technological advantage over 
its rivals (it is much more flexible): that 
advantage is protected by patents, so 
the product will be difficult to copy: 













—P&O) was among the dreariest available. It did not 
improve until last year—and it is still below the 
standard of its sister agency in London. , 

Small agencies (predictably) argue that Saatchi's 
problems in New York are typical. The London sub- 
‘sidiaries of American agencies are less profitable 
than British-owned ones. And the problem is worse 
in small countries: there, many copywriters in inter- 
national agencies spend most.of their time translat- 
ing commercials into the local language. Take this 





i| - {admittedly partisan) view from Mr Bo Ronnberg, 


-head of a smallish Swedish agency: — 


Since the 1970s international agencies have bought do- 


mestic ones. The local agencies are good with a high 


reputation. But after a year or two the international cli- 


ents have killed all their ambitions. The gifted people 
are gone as well as the local clients. Left are the former 
owners, together with people who are more interested in 
money than doing great work. We call them graveyards. 


Creative though they. may be, small to medium- 
sized agencies have to develop strategies of their 
wn. Some have teamed up with bigger groups. Last 
< year Interpublic increased its stake in Britain's Lowe 
^. Group. to 35%. American admen say that 
Interpublic helped Lowe's American subsidiary to 
win the Prudential Insurance account, worth $70m. 
In return, some of Lowe's creativity may rub off on 
Interpublic. o 
A second group, typified by Britain's Abbott 
Mead Vickers (AMV), argues that agencies can 






thrive without global advertising. "For well over - 


9096 of agencies this whole global question is a red 
herring; they will either work for international cli- 
ents that want local advertising; or for local clients," 
argues Mr David Abbott. amv has been related to 
an American agency, SMS, for ten years, yet the few 
shared clients have mostly been coincidental. | 


A third group believes that smaller agencies can - 


still take the cream of the business. Mr John Bartle 
of Britain's Bartle Bogle Hegarty (BBH) argues that 
advertisers should divide their advertising budgets 
between manufacturing and distribution. A big in- 
ternational client could then choose a creative 
agency such as BBH to manufacture its advertise- 
ments and a bigger agency to distribute them. 





| Oranges and lemons 


- 4€ Y HAVE been consumed by what I pursued" 
: was the verdict of Mr Marion Harper, who 

founded Interpublic. Interpublic, the first market- 
ing-services conglomerate, came to grief at the end 
of the 1960s, amid allegations of over-expansion 


A — that will seem terribly familiar to the Saatchi broth- 


ers today. Mr Harper left Interpublic, which refo- 
cused itself on two advertising agency networks, 
Lintas and McCann-Erickson. There. are three 
other western marketing-services conglomerates, 
each of which operates two agency networks and a 
host of below-the-line businesses: Omnicom, WPP 


Group and Saatchi & Saatchi. Japan's Dentsu has 


to be treated separately (see box on next page). 

Marketing-service conglomerates seem odd at a 
ime when most big industrial conglomerates are be- 
g unbundled. If companies where the assets are 


-alone:. the “United Colours of. 


 vertisers have probably gone too 


. challenge for the bigger agencies as 
how to become "disinterestedly - 
| flexible—that is, locally strong and 
internationally well co-ordinated.” 
That presents an 


_ service industries, clients are happy - 






At first sight BBH’s strategy 
looks like a classic case of a strategy 
produced by a structure (other ad- 
men certainly think it is). But it has 
had some success in putting it into 
practice: its now-famous Levis com- | 
mercials were distributed by. 


McCann Erickson. Nor is BBH 


Benetton" campaign for the Italian 
retailer was manufactured by a. 
small French agency, Eldorado. — . 

' What then will happen? Ad- 


far towards standardising every- 
thing. When they do retreat, there 
may well be room for fewer multi- - 
national agencies than currently.. 
exist. Even if advertisers try to im- 
plement multinational strategies,- 
smaller agencies may pick up the 
juiciest part of the business. | 
One consultant describes the 


| enormous 
organisational challenge. In other 


to buy standardised services from international 
firms for convenience alone (for example, the audit- 


_ ing part of accountancy or global custody of shares 
and bonds). But services which require creative in- 


dividualism (such as strategic management-consul- 
tancy or investment banking) must be tailored by 
local hands. — | . |. AN 

. Being compared to accountants will make many 


< admen shudder. With good management the bigger 
"agencies should be able to become more than just - 


distribution machines. And the. convenience of big 


agencies should ensure that most survive in some - 


form or other. The argumerit in favour of being yet 
bigger and forming an advertising conglomerate is 
less convincing. $ oss | 


factories do not work, what chance is there of find- 
ing synergy when the assets are temperamental 
copywriters and bolshy PR people? There are, in fact, 
two possible raison d'étres for the marketing-ser- 
vices conglomerates. The first is that they provide 
an efficient link between investors and the market- 
ing-services industry; the second that their whole is 
worth more than the sum of their parts. 

Each conglomerate: has its strengths and weak- 
nesses. Mr Sorrell owns two of the best-known agen- 
cies in advertising (J.Walter Thompson and Ogilvy 
& Mather). Interpublic’s two agencies, though less 
creative, are also well established. McCann- 





Erickson has managed Coca-Cola’s campaigns for | 
nearly 40 years. The two Omnicom networks (BBDO — 


and pps Needham) and the two Saatchi & 





Still going strong 


e Ew -& Saatchi. 
ones (Saatchi & Saatchi Worldwide and Backer 
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The biggest group 
in the world are 
the marketing- 
services —^ ooy 
conglomerates. 
too big | 












|. Soe western admen are worried by 
| M the similarity between their indus- 
.. try today and the securities industry in 
. 1980. It too was a "people business” 


firms. Yet today many parts of it are 
dominated by the Japanese. Can they 
repeat the trick in advertising? The 
` short answer is no—at least not at any 
. great speede —  — 

. . The logical way for Japanese agen- 
. cies to expand would be on the coat- 
. tails of multinational Japanese clients, 
= such as Sony and. Toyota. However 
such companies have chosen local ad- 
men. Even ads which look slightly “Jap- 
anese" such as Nissan's for its Infiniti 
car in America, are made by local agen- 
-cies. The truth is that the parallel with 
‘financial markets does not work. Con- 
.. Sumer taste is less universal than capital. 


A pension fund will buy a Eurobond 
























~ from wherever it is cheapest. But to cre- 
X ate successful advertising an agency has 
to know why French people drink 
Schweppes Tonic neat while English 
people mix it with gin. Japanese clients 
want local guides to navigate along 
these cultural paths. 

Over the past decade the proportion 
of Dentsu's income coming from its 
overseas offices has increased from 3% 
to 796. Those offices usually act as liai- 
sons with local agencies— picking up a 





y Z Eastern us 


. dominated by American and European 


small share of the commission. In Lon- 
don Dentsu has built up a reputation 
for arranging sponsorship deals, such as 
the Suntory Matchplay championship. 
Such overlooked niches will give 
Dentsu a good base to increase its inter- 
national business, but Madison Avenue 
is hardly trembling with fear. 

The Japanese have formed a number 
of alliances with western agencies— 
most notably HDM, a joint venture be- 
tween Dentsu, Eurocom and Young & 
Rubicam. Senior staff at Japanese agen- 
cies laugh at the idea of building a west- 
ern-style network from scratch. Take- 
overs are less unlikely. Dentsu was 
offered a "financially competent" plan 
to take over Saatchi & Saatchi, but re- 
jected it. With a less controversial (and 
probably smaller) proposition, it might 
have been tempted. 

Western agencies could learn from 
the way Dentsu dominates its home 
market. Despite a cluster of new small 
agencies and also a few gains by foreign- 
ers, Dentsu bills almost as much as its 
ten nearest competitors combined. Its 
secret is its influence over Japanese me- 
dia—both through its buying clout and 
through stakes in Japanese television 
companies. | 

In return, clients do not mind 


Dentsu handling rival accounts as well. 


Mr Gohei Kogure, Dentsu's president, 


the going tougher. 


























Kogure dominates Japan 


recently rationalised its 17 account-ser- ~ 
vice groups and creative departments. 
into four bigger groups, each one of 
which is only slightly smaller than- 


 Dentsu's closest rival, Hakuhodo. Me- 


dia-buying is still handled centrally, 
though Dentsu stresses that competing 
clients get different individual buyers. 
According to one Dentsu man, "client 


conflict is a play on words". If Dentsu 


ever expands into the West it may find 















Spielvogel Bates) are all more recent creations by 


mergers. The scope of the groups' interests also var- 
ies: Interpublic gets 9496 of its income from media 
advertising; but wep claims that currently nearly 
half its revenue comes from non-media services. 
Despite these differences, the conglomerates 
are managed in much the same way. All of them 
pride themselves on their financial leanness. Pinned 
to the door of wPP's mews-house office is a scrappy 
piece of paper: "Are you the last person to leave the 



























office? Did you close your windows? Did you turn 
off your equipment?" Under jwr's old management, 
the chairman received a freshly peeled orange every 
morning. The cost of that orange (together with var- 
ious butlers and private dining rooms) was around 
$80,000 a year. All have gone. 

At Interpublic, Mr Philip Geier’s central office 
talks to Wall Street, finances acquisitions, handles 
all legal affairs and acts as a recruitment agency for 
the rest of the group. Mr Geier sets financial targets 
for each agency and rewards them accordingly. 
Interpublic is rated at a premium to the other 
groups—and serves as a model for them. | 

Mr Sorrell, who (like Mr Geier) has never writ- 
ten a commercial in his life, trumpets WPP as a finan- 
cial brand. Mr Burt Manning of JwT, who started as 
a copywriter, has described Mr Sorrell's relation- 
ship with the agency as "contractually budgetary. 
Period." Mr Bruce Crawford, who was called in to 
redirect Omnicom in 1989, follows the same system: 
"My job is to push operational duties to operational 
units." At Saatchi & Saatchi the new boss, Mr Rob- 
ert Louis-Dreyfus, sacked two diréctors who wanted 
to keep operational control in head office. — 

Some analysts are more suspicious—particu- 
larly since Saatchi & Saatchi’s problems. “All the 
head offices, whatever tasks they do, are an over- 
head,” says one. Many investors in the shares of wPr 









































































way to get their money back would be if units were 
. sold once they had been tidied up—as the most suc- 
cessful industrial unbundlers do. But people busi- 
. |] nesses are harder to sell than factories. Interpublic is 
e. die only group to have sold businesses successfully. 
| o Bytheir very size the conglomerates can insulate 


ul i investors against some of the risks of the marketing 
| - industry. At Interpublic, Lintas is trying to sell cli- - 
marketing. service than - 








> | ents a more integrated. 
^1 McCann-Erickson, which still concentrates on ad- 


| vertising. The other supergroups point out they cán. 
give fund managers a chance to invest in other mar- 


keting businesses that are growing faster. - 
The supergroups’ claim that their size will win 


clients is more dangerous. In its ‘heyday Saatchi & | 


Saatchi hyped: both globalisation and integrated 
marketing. To distance. himself, Mr Sorrell argues 


| that here are only a few global brands, but many . 
ii ional. ones, and their number is increasing: 






;he is “quietly” encouraging the different 
br to refer business to each other. Last 






; cross-teferrals, Many clients, he says, want a form of 


permarket. "WPP is a store full of high-class bou- 


|. tiques, each one of which is profitable.” Customers 


are encouraged to browse from store to store. 


The problem with integrated marketing is that | 
the different stores attract different customers. At 


big multinational clients, different. people usually 


handle public relations.and advertising. Most say- 


that they use parts of the same marketing group 
only by coincidence. They ` might- change if a 
supergroup offered an overall discount to a client 
that used all its services, but that offer is not on the 
table. And, despite the helpful prodding of their 
bosses, many of the boutiques remain bolshy about 


cross-referring clients.: For a good reason. They of- - 


. ten have little idea how good their sister company is 
and are unwilling to lose a client in the process. 
The most interesting view is that of Mr Louis 


Dreyfus, a Frenchman who turned round an Ameri- 
can market-research company, IMS, before he an- 


swered Mr Maurice Saatchi’s plea for help last year. . 


Mr Louis-Dreyfus has had his preblerns: Saatchi & 
Saatchi’s market capitalisation dipped to $200m 
(roughly its value a decade ago); Mr Carl Spielvogel, 
the boss of one of the two networks, offered to buy 





Backer Spielvogel Bates; there have been persistent 


I tumours that the Saatchi brothers still retain a sulky 
control. But Mr Louis-Dreyfus has slowly asserted 


- himself: he has arranged fresh bank loans and per- 


suaded investors to give him a chance. Mr 
Spielvogel is happy with the present system too. 


and Omnicor : are sitting on losses. The ene f 


2096 of new business was won through - 


one-stop shopping, though he dislikes the term su- 


"What goes up. cS 
Share prices, $ terms ibi 
End 19799100 







Mr Louis Dreyfus beo with p he describes 
as an open mind. From his experience so far, he ar- 
gues that it is essential to keep the two agency net- 
works. And he thinks that there is some value in size 
beyond mere convenience. In particular, he believes 
that Saatchi & Saatchi is sitting on a vast database 
of market information: that can be useful to clients 
and to the agencies. The group is planning to ex- 


pand’ its computer-based new-business system 


which tells account officers when to call prospective 
clients—and what to ask them. 

» Mr Louis-Dreyfus is less enthusiastic about inte- 
grated marketing. He believes that public relations, 
design. and so on are all good businesses (most are 
growing much faster than advertising). But he sees 
no great synergy between the various bits. Asked if 
he would sell something for a goód price, he says 
that ' ‘outside the agencies, nothing is sacred.” 

In the end the issue returns to management and 
size. As long as Messrs Sorrell and Geier continue to 
produce excellent profits they deserve to keep their 
groups together, but their primary value is as bril- 
liant managers, rather than empire builders. Mr 
Crawford and Mr Louis-Dreyfus appear to be mov- 
ing in a similar direction. 

The problem, ironically, is the engine ee s0 
much of the conglomerates’ growth—the stock- 
market. Cleaning out agencies can produce signifi- 
cant one-off gains. But then investors want more: 
that means more acquisitions and the risk that the 
conglomerate will end up in something it does not 
understarid—as the Saatchi brothers did in consul- 
tancy (and threatened to do in banking). The safer 
thing would be to take that temptation away—ei- 
ther by the conglomerate selling off businesses or rby 





| making itself into a private company. 





Pigs in space 


HE media departments of agehcies are often 
treated like second-class citizens. They still have 


to suffer screaming fits from copywriters who think 


^ that their little masterpieces were put in the wrong 


‘salaries that match those of Wall Street traders, 





magazines. But the balance is changing. Skilled me- 
. dia-buyers and planners are beginning to be paid 


Traditional media dcum divide into two 


. parts: planners devise a broad strategy for clients; 


media-buyers then negotiate the deals with the me- 


dia. Usually the line between the two is fairly 


blurred (for example, a media-buyer is usually al- 
lowed some freedom to change a planner's brief). 
In the past a media strategy was fairly simple to 


Geier leads 













Nannies is 
one area where s 
does count. It mi 
turn the industry 
on its head 







































"there were tel | a. National televi- 

sion programmes were rated according to the num- 
ber of people who watched them, and advertisers 
. swallowed those rating points. "Targeting" meant 






avoiding mistakes so obvious that even a client. 


could spot them-—such as a commercial for wom- 
'en's sanitary products during the Superbowl. i 
Today, the job is much harder. Should an 
American FMCG company advertise its headache 


tablets on CBS or ín a special supplement of a medi- 


cal magazine? Is advertising on pan-European satel- 
lite TV worthwhile? Should an advertiser use barter- 
ing (paying part of the cost of a programme in 
exchange for some of the airtime)? What is the best 
way to reach free-spending young Japanese? — 

_. At the same time muscle is becoming more im- 
‘portant in the media world. Almost $100 billion has 
been ploughed into various media and entertain- 
ment takeovers over the past two years, producing 
"global entertainment groups" such as America's 
Time-Warner and Mr Rupert Murdoch's News Cor- 
poration. Some magnates have impressive holds on 
one country's media: like Mr Silvio Berlusconi, who 
controls half Italy's commercial television. 

The only way to negotiate with such people, ar- 
gue some admen, is to have some form of might 
vourself. Japan's Dentsu, which accounts for 
around 40% of the country’s television advertising, 
has long used its clout to get better prices. In Europe 
specialist media shops which buy space in exchange 
for a commission of between 2% and 5%, have 40% 
of the European market. Now the European media- 
buying industry is consolidating into bigger units. 
‘Saatchi & Saatchi has centralised the media-buying 
of its two agencies into a new group, Zenith, which 
controls 20% of British advertising. Initiative Me- 
dia, which is owned by Lintas, now has a buying 
operation in each European market. Omnicom and 
WPP's agencies have formed The Media Partnership. 

- The most impressive media-buying operation 
has been built up by a Frenchman, Mr Gilbert 
Gross, whose Carat Espace controls a third of the 
French advertising market. Mr Gross buys media 
space in bulk (at a cheaper price than a client would 
get) and then resells it piecemeal to clients. A com- 
plicated series of mergers has given Mr Gross 1096 
of the West German and Spanish markets and 15% 
of the British market. Technically, Carat is now 
owned by Britain's Aegis Group (previously known 
as WCRS, which began life as Wight Collins Ruther- 
ford & Scott). Aegis has paid a total of $430m to Mr 
Gross—and financed part of it by selling a 60% 
stake in its original agency business to Eurocom, an 
. aggressive French group, which also bought 15% of 
. the new Aegis. 

Mr André Bernard, the Brussels-based boss of 
Initiative Media, argues that there is more behind 
. this consolidation than simply amassing clout. So- 
. phisticated media-buying now requires both com- 

‘puters. and audience research—and both cost 
. money. "Bigness", according to Mr Bernard, “may 
“not necessarily attract good copywriters; it does at- 
tract good -media-buyers.” Another. agency. boss 
though you can never say that 













ommodity business, 
say that publicly... 

In fact it is possible to compare media-buying to 

securities industry, Eurobond traders also dis- 








mass-market ones—and 


like being told that they work in a commodity busi- 
ness, but the biggest houses still get the best prices. 
The European media-buying shops, particularly Ze- 
nith, have had teething problems sorting out client 
conflicts and separating out media-planning from 
buying. But, in the end, the bigger groups should be 
able to deliver lower prices. Both Mr Gross and Mr 





Bernard are fighting for Fiat's pan-European ac- 


count, worth $250m. ` | | 

. But will the new buying shops do the logical 
thing and begin to act as principals, just as securities 
traders do, and buy space on their own account, 
hoping to sell it later at a profit? “Time-broking”, as 
it is known (a more. accurate name would be time- 
market-making), is frowned upon—in much the 
same way that independent media buyers used to be 
ten years ago. The bigger agencies admit that time- 
broking would give them an advantage, but they all 
piously claim that clients do not like it. In fact, as 
long as time-brokers can find cheaper prices, clients 
will buy their space as surely as fund managers 
queue up to buy Treasury bonds from Salomon 
Brothers. Mr Gross already practises a form of time- 
broking in France. Other buying groups say that 
they may be “forced” to follow him if he introduces 
it elsewhere. . | 2B | 


Walls come tumbling down o | 
Mention centralised media-buying (let alone time- 
broking) to any American adman and he shakes his 


head. Despite the fragmentation of the media, inde- 


pendent media-buying has less than 10% of the 
American market. The standard objection is that 
the Robinson-Packman act prevents American me- 
dia owners from offering special deals to one buyer 
over another. This argument is weak, given the vari- 
ety of special deals already worked out for big ad- 
vertisers. À much stronger argument against the ex- 
port of European-style buying methods is that any 
move by the agencies would encourage those big cli- 
ents to start doing it themselves. . 

. Some need no encouraging. For big events, 
such as the Olympics, media-sellers go straight to 
clients. Big entertainment conglomerates, trying to 
sell multi-media deals (where clients buy space in a 
range of the conglomerate's magazines or TV pro- 
grammes) also bypass agencies. Some big clients, in- 
cluding P&G and General Motors, negotiate their 
own network-Tv deals. Big American retailers are 
looking at similar deals with newspaper barons. - 

This begs a simple question: why not bring all 
the media-buying in-house? Such a move would be 
worthwhile only for the biggest advertisers. But, if 
media costs continue to rise, a few might be 
tempted. Agencies could then offer centralised me- 
dia-buying services for smaller clients. 

From the agencies' point of view the prospect is 
the beginning of a nightmare, because it detaches 
their business from its primary source of income. If 
an agency does not buy media, what is the point of 
paying it a commission which is tied to a client's 


















(ci. provement.” 
-best remembered. quotation is Lord Leverhulme's: 





«| dL system, 




























































JACK in 1761 Dr Samuel Johnson reckoned 
) that “the trade of advertising is now so near to 
x fection: that it is not easy to propose any im- 
Advertisers have never agreed. The 





“I know I waste half my advertising money, the only 
problem is 1 don't know which half” 

Until recently admen were happy to claim that 
their trade was an art, not a science. After all, the 
clients still spent the money. Now admen, almost 
invariably arts graduates, are keener to look at ways 
of measuring their service. Advertising-effectiveness 
awards. have become as closely followed as creative 
prizes. National advertising associations have pro- 
duced a flurry of research on the subject. | 

One reason for this upsurge in interest is that 
. clients are committing more money to non-media 

. adver rising, where the effectiveness can often be 


H iieasared int numbers—be it coupons returned or 


competitions entered. The only ads that produce 
similar data are direct-response ones. A much better 
reason for the new interest in effectiveness is that 
the methods of evaluating it are improving. 

All advertising should have two effects: a short- 
term tactical effect, persuading people to buy the 
product now; and a longer-term strategic effect 
which keeps them loyal. The second exists, because 
brands that do not advertise eventually lose market 
share. In the early 1980s General Foods skimped on 
advertising Maxwell House, its leading coffee brand. 
Nestlé and. Folgers have now caught up, pitching 


Soho Pistols 


OW. efficient are the ratings sys- -| 
tems that most advertisers use? -~ 
«Howell Henry Chaldecott Lury (HHCL), © 
| a precocious British agency, believes 
. «that the current “head-count currency" 
is as out of date.as the. gold standard. 
HHCL argues that the television ratings 
which basically measures 
- whether a television is off or on, is inad- 
equate in an age when the television is 
‘nearly always on, but not always 
watched. Similarly, in newspaper sur- 
. veys people need look at a paper for 
. only two minutes to be called readers. 
E What matters, according to HHCL, is 
| communicative power. When it pub | 
lished the ad shown here, HHCL was 
"sacked by Thames Television (though - 
qhe publicity did HHCL little harm). - 
HHCL believes that qualitative re- 
search—through discussion groups—is 
© the only way to discover which pro- 
grammes people really like watching. As 
part of a campaign for Maxell cassettes, 
 -HHCL interviewed. teenagers who buy 
: the apes: On the basis of chat research 





Looking for a man with a dog 


Maxwell House into a costly three-cornered fight. - 

Many admen would still rather leave the debate 
like that, arguing that it is difficult to measure what 
is caused by advertising and what is caused by other 
factors—the price of the product, its quality, its pro- 
motion and so on. And, they ask, what should be 
the barometer of their success? Sales are often an 
inaccurate guide. For example, Chevrolet's "Heart- 
beat of America" campaign has not increased sales; 
its advocates say that the best an ad can do is to get 
customers into a dealer's showroom. 

Market researchers and academics pooh-pooh 
these objections. Econometric moc 
can, with relative ease, divide out the different 
short-term effects. In the past such devices have 
been ignored; now academics and ‘consultants are 
overloaded with calls to examine the effectiveness of 
marketing decisions. They also say that, over the 
longer term, they can pinpoint the drivers behind a 
product’s success. According to Mr Colin Bucking- 
ham of A.C. Nielsen, the world's biggest market- 
research company which is headquartered in Chi- 
cago, "there is often some fairly simple correlation 
between, say, a brand's market share and its share of 

; advertising i in its particular sector." 

Over the past decade the ecc in- 
dustry has improved out of all proportion in two 
ways. First it has begun E collect data on sales more 
rapidly; second, it has at last begun to find out who 


buys which products, and why. 


Supermarket scanners, which. can read univer- 


CURRENT 


SAYS THESE PEOPLE 
WATCHING YOUR 


WHO'S REALLY 
GETTING SCREWED? 
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it placed most of Maxell's ads on late 
shows after midnight. The Maxell cam- 
paign cost around $500,000 and picked 
up very few rating points. But shops 
sold out of Maxell tapes. 

Qualitative research also. helps de- 
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—. HHCL’s campaign for First Direct, anew- 
all-day home-banking service from Mid: 
dand Bank, has included posters of. 
. kitchen.sinks and washing baskets, and 

soundtracks by Eskimo throat singers. 


d hem 


-+ cently changed its layout. Admen who : 
.- did not like the change joked that it was 
designed by HHCL. In fact, despite its at 


the advertising world is not unlike Mi 


The results of- 
advertising may 
now be becomin, 
more measurable 
weed out had UE 


agencies 





dels exist which 


sign HHCL's ads. Mr Rupert Howell of 

HHCL argues that the aim of advertising 
is to provoke people. "If a panel says 

chat an ad is comfortable, we groan.” 


One respected adman describes the ads 
as “daft”; others have come round to 


Britain's ` Campaign magazine, E 
which made HHCL its agency of 1989, re- - 


tempt to be unconventional, the agency 
belongs to a long tradition of British 
agencies which have made their name 
by creating a fuss. Mr Howell's.role i 


Malcolm McClaren, (the impresario re 
sponsible for the Sex Pistols and Duc 
Rock) in popular music. The problem, 
as ever, is what to do next. Mr Howell. 
says he does not mind, as long as it i: 
different. Twenty years ago Mr Charles 
Saatchi would have agreed with him. 

























































































next 


advertising 


ig and little firms, 


and passive 
agencies 


er then hes". 


tends to regard it as a necessary part of its life. Now 
-it too is being questioned and unbundled. |. 

. € Media-buying is gradually separating from other 
"parts of the agency. That knocks between 2% and 

S96 out of an agency’ s commission. 


industry will . 
polarise: not into 





but into aggressive ©" 





sal bar codes, have made — of the difference: | 
today two out of three American supermarkets have 


them (twice the proportion in Europe). Nielsen 
used to rely on a monthly sample of supermarkets to 


tell it which brands were selling well. Today the 


scanners allow Nielsen to send out weekly reports. It 


also collects information. about which products, 
were on special offer, which had special store dis- 


plays, which were being advertised locally and so on. 

Even this information can tell advertisers a lot. 
They can compare sales in Kansas, where a product 
has been advertised, with, say, Wyoming where it 
has not. They can also look at graphs— such as the 


one on this page: it deals with one brand in Chi- 
cago, showing, more or less, why. people buy it. In 


the. short term, an advertiser can use the data for 
tactical battles against other brands. In the longer 
term he can monitor the overall power of the brand: 
if it fails, then eithet the product or the strategic 
advertising iswrong. 


. But the most interesting. new reich comes. 


Bon consumers’ homes. “Single-source data" in- 
volves monitoring what individual families buy (and 


also what they watch). A family is given its own - 
Scanner to use at home or a special card to hand in 
at supermarkets. The researchers also record which — 


television programmes they watch. _ 
The problem with most tele: 





dodi tesedrch'i is 


that it relies:on-people filling out forms. Now that | 
too can be done electronically. In 5,000 Pme l 
homes followed by Nielsen, the televisions are mon- 








a i years time these may be replaced by small 
black boxes that sit on. a television and record - 
„which particular people are watching—without 
them touching d 


A dog’ S breakfast . 


; What can this do for à A addi industry? The 
information is useful for the admen who write com- 
' mercials: it helps define their target. But British ad- 
vertising agencies.argue that such quantitative data 
‘are only half the story: they do not say why-people 
buy a product or what they think of it. That must be 
-done through “qualitative” research in discussion 
groups (see box on previous page). | 
Single-source data are much more useful to me 
dia planners. They may answer Lord Leverhulme's 
moan about wasting half his advertising. Mr Andy. 
Tarshis at Nielsen points out that half the American 
population own dogs: so, by definition, roughly half 
of the advertising shown to a mass audience is 
wasted. Single-source data show which programmes 
dog owners watch. British muesli eaters are appar- 


ently similarly easy to identify. 


Above all, single-source data allow advertisers 
to measure: how well their agencies are doing—al- 
beit in retrospect. According to Professor John 
Philip Jones at Syracuse University, modern tech- 
niques for measuring advertising effectiveness 
should work in many agencies’ favour. He argues - 


that the economic elasticity of advertising to sales is 


-very low—about 0.1 (that is, a 10% increase in ad- 
. vertising can increase sales by 1%). But advertising 
is profitable—especially compared with sales pro- 
motions, where the cost of the special offer often 
outweighs the extra sales it inspires. 

Research techniques will probably never be 
very good at indicating which products or cam- 
paigns will work in advance. Indeed research has in- 
dicated that many famous products, including the 
Sony Walkman, would fail. Gut feel for what the 
-consumer will buy is what brand managers and 
` agencies are paid for. But research can now provide 
a pretty good post mortem on those hunches. Over 
time it can also be used to weed out the good agen- 
cies from the bad. Only then will the ey begin 
ES o live up to Dr acucadg s praise. 





Cut the ribbon | 


MHE advertising indu) h has lived with the full- 


service commission system fór so long that it 


Clients are paying more creative bonuses to good 
les. Some employ one agency for creative 


| work; another to distribute it. 





his should prompt even the most backward 
client to ask “What does: my agency do?”, "How am 
I paying my agency?” and, in particular, “What does 
dt do that Lor other people cannot?” 
- There i is only, one e thing that unequivocally an- 


swers the last question: creative work. Two other 


aréas come close: qualitative research and media- - 
planning. Other bits of agencies have begun to drop 
away. For example, agencies used to be big produc- 
ers of quantitative market research. Now that te terri- 
tory belongs to full-time market-research firms. 
Many agencies are fed up with the commission | 
System anyway. One reason is. economic: the:com- . 
mission system works in an agency's favour when 
the market is expanding, but not when it is stagnat- 
ing. To make matters worse, some big clients have 
been slashing commissións. In. America, Nissan, a a 
Japanese carmaket, pays Chiat Day, ; Ame d- 
" ing creative agency, an average 1096 commis 


ue first daa billings and 5.596 

















d without the viewers having to do an’ ything. In ; P 
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ers and consultants, are paid fees. One British 
agency reckons that it should charge around $200 


4. per staff-hour. 





Mr Alex Kroll at Young & Rubicam admits 
chát he would like to see more performance-based 
remuneration: " After all, it is how we pay our own 

people." DDB Needham has offered. some clients a 
|^ "gus ranteed results" service, on which its potential 
commission varies between: 1096 and 2096. Kraft 








General Foods marks its agencies: A-graders get an 
extra 3% commission (effectively doubling their 


profits); B-graders get a routine commission; C- 
graders are put on review. 

Specialist consultants, who help advertisers to 
select agencies and tell them what to pay, are grow- 
ing fast. Mr William Weilbacher, who runs his busi- 
ness from his home on New York's Upper Eastside, 
has worked with America's Prudential Insurance, 
Burger King and General Motors. Many admen get 
uptight about consultants, but clients respect inde- 
pendent advice, —  . 

A sensible dene to the commission system 
might work as follows: with a consultant's help a 
.' client could pick the best local creative agencies 
(and put them on performance contracts) and hand 
over his media-buying to whichever shop offered 
the best rate. Such a system might even be logical 


for those clients that now style themselves as brand- . 


owners rather than manufacturers (what is the 
point of being a brand owner if you hand over its 
custodianship to one agency! n 

In fact the commission system may prove sur- 
prisingly robust. One British adman compares it to 
- the House of Lords: "It is obviously wrong, but it 
seems to work." Mr Weilbacher still prefers com- 
missions to fees. P&G thought of moving to a fee 
system, but decided to stick with commissions. The 
commission system does contain incentives to pro- 
duce good work, because a successful ad will be used 
more often. The fee system has no incentive for an 
agency to work as efficiently as possible. 

Similarly, there is a lot to be said for sticking 
. with a full-service agency, rather than unbundling 
^it. The obvious advantage is convenience. But also if 
. the client is big enough and pays enough, the agen- 
cies will throw in hours. of extra work. P&G, which 
pays a full commission, is treated with slavish devo- 
tion by its agencies... = 

However, none of hig means that the advertis- 
ing industry can breath a sigh of relief. The real 








point is not that clinig w 


"HE next decade may well ad the coming of 

age of the advertising industry—the time when 

it decides exactly what it is supposed to do, and is 
_, paid according to results. With luck, advertising will 
-keep some of the charms of its youth—but it will 


also have to lose many of its more irritating habits. 


For good agencies such a shake-up = be an oppor- 
tunity rather than a threat. — 
Agencies will probably put more effort into 





$100m. Other marketing industries; such as design- l 


vi ill abandon the old "en | 





The writing on the wall 


: ‘branding themselves. Self promotion t has a 





but that an alternative is available. It also allows a 
client to measure where his 15% commission goes. 


As one consultant points out, this mental un- 
bundling can be done in four steps: first the adver- 
tiser himself has probably already demanded 2% 
back (so the starting figure is closer to 13%); next he 
can knock out roughly 3% for media-buying; third, 
he might pay 4% to a creative boutique for produc- 
ing good creative advertisements; fourth, he. might 
pay 296 for strategic planning and. qualitative re 
search. Those sums leave the agency with a 4% mar- 
gin to cover its overheads and make a profit. 

The problem for the agency is unbundling costs 


. in the same way. Account officers (which the adver- 


tiser effectively unbundled out of a job and treated 
as an overhead) eat up a quarter of a British agency's 
payroll. In contrast, agencies pay 2196 of their sala- 
ries to their creative departments, 1196 to their me- 
dia departments and 796 to planning and research. 
These three parts—the ones that advertisers really 
want—account for less than 40% of the total. 


Time to be aggressive 

A good guess is that the advertising industry's re- 
sponse will be to polarise. One half will continue to 
provide the traditional butler service and risk being 
unbundled. The winners should be those agencies 
which offer to steer their clients’ marketing aggres- 
sively, deliver a superior product and get paid by 
performance. In consultant-speak they will show 
that they add value—for example, by including a 
superior planning service. 

Why should clients pay more? Because good ad- 
vertising is worth a fortune. Even on full commis- 
sion, an agency eats up only a sixth of a client’s ad- 
vertising budget. Some campaigns, such as Bartle 
Bogle Hegarty's for Levi jeans, have increased sales - 
by 3096. Another incentive: most clients are trying 
to shrink their head offices, so an opportunity to 
hand over a chunk of their marketing to a results- 
driven outsider is tempting. 

At first sight this looks like an argument for big 
agencies. But there is no reason why small agencies 
cannot direct their clients’ advertising with equal 
aggression. Indeed, clients may pick out the bits of 
big agencies that they like and have nothing to do 
with the bits they do not. Either way, an agency can 
no longer be an overpaid butler. It must either offer 
its services as a trusted manager (and demand to be 


paid accordingly); or risk being relegated to being a 


contract worker. The best way an agency can sell 
itself is through its creative Beer | 


hurt diek The Saatchi brothers “squandered” a. 


quarter of their starting capital on an advertisement 
in the Sunday Times. Recently N. W. Ayer changed 
its slogan from "Human contact" to “Stretch.”. 


Backer Spielvogel Bates’ ar ia ‘includes the im- 


print "Think global, act local". 


Image, however is not enough. Clients, pori T 


_vertising, quality comes down to the creative prod- 





David Ogilvy’: 


s consumer, , are. not morons. 








uct of the agency. As Me David Abbort of poris 
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Mead Vickers (which writes many of The Econo- 
mist's own advertisements), points out “the creative 
product is the one irreducable part of an agency— 
the one thing clients cannot do.” 

Creative advertising is as difficult to produce as 
it is to describe. Aldous Huxley, who worked in ad- 
vertising, reckoned that it was easier to write ten 
passable sonnets than one effective advertisement. 
Mr Burt Manning, at J. Walter Thompson, argues 
that creative advertising is a weird form of artistic 
expression: it aims to satisfy one person (the client) 
and to persuade another (the consumer). 

At present the word “creative” means different 
things to different people. In Britain "creative" 
tends to describe any advertisement that is out of 
the ordinary; in America it often just means "effec- 
tive". Many British creative advertisements fail to 
sell their products—or, as in the case of a famous 
series of commercials for a fortified wine, Cinzano 
Bianco, end up selling a rival's (Martini). Many 
American admen call British advertisements 
“wacky”. But many American advertisements are as 
devoid of artistic merit as a list of stock prices. 

There are usually two arguments for American- 
style advertising: both are being questioned. First, 
American advertisements "need to be simple to ap- 
peal to the widest group of people." That argument 
(which is also a terrible portent for pan-European 
advertising) is wearing thin: local advertising can be 
tailored to local tastes—such as Hispanic advertis- 
ing for Spanish speakers. Second, the American 
public supposedly likes (or at least tolerates) hard- 
sell advertisements. Perhaps. But, with 3,000 mes- 
sages buzzing towards him each day, there are signs 
that the American consumer is getting bored. 

Some on Madison Avenue compare the current 
state of American advertising to the early 1960s, 
when Mr Ogilvy described the bigger agencies as 
“extinct dinosaurs” and when Bill Bernbach wrote 
"crazy advertisements for Volkswagen cars. New 
"creative" commercials, such as that for Energiser 
batteries (it featured a drumming bunny which kept 
on interrupting spoof advertisements for other 
products), have attracted publicity. 

Above all, American consumers are getting fed 
up with their advertising industry. In Britain com- 
mercials are regarded with wary affection; in Amer- 
ica they are just obtrusive. New Yorkers have 








cheered groups who have whitewashed billboards. 
A new film “Crazy People” which features admen 
"who lie for a living" has embarrassed Madison Av- 
enue. American politicians have discovered that at- 
tacking the advertising industry is an easy target, be- 
cause nobody loves it very much. 

Worryingly, European advertising may slip back 
too. Few if any admen honestly expect pan-Euro- 
pean advertisements to capture the public's heart. 
Another worry is that the proliferation of television 
channels may mean shorter advertisements. "It is 
very hard to do a really great ad in 15 seconds", 
argues Mr Frank Lowe of Britain's Lowe Group. 
That apart there are good reasons to be optimistic 
about a rebirth of creativity —worldwide. 

The first reason is an economist’s one: creative 
work has never been efficiently valued because its 
buyers never had enough information. Now that 
the effectiveness of advertising is more measurable, 
good work will be better rewarded. The second is 
gut feel: there are too many similar advertisements 
that advertise a category rather than a product. 

Over the years Coca-Cola and Pepsi-Cola have 
produced many good ads, but, recently, they have 
used so many rock stars and other celebrities to en- 
dorse their products that the commercials of the 
two companies have become indistinguishable. His- 
torically, commercials that have broken new ground 
are the ones that have captured big markets. In the 
mid-1980s every British lager advertisement fea- 
tured a German sounding name with Gothic letter- 
ing: the first successful new products were Austra- 
lian lagers that made no secret of their origin. Any 
new British car-commercial that does not feature a 
chisel-jawed man, mountainous scenery and old 
rock music might well achieve the same success. 


The big idea wins again 

So will all the spoils fall to the most creative agen- 
cies? Yes, but: two buts, in fact. First, proving that 
creativity works may help agencies to demand more 
money from clients, but it will also allow talented 
individuals to draw more money from the agencies. 
Second, many clients may begin to isolate their 
agencies as creative boutiques. Some, stich as Mars 
and P&G, like to keep a firm grip on their brands' 
identities. It will be up to agencies to be aggressive 
enough to demand some degree of control. 

An agency without a good creative department 
can sell itself on other skills, such as planning, quali- 
tative research or specialist media-advice. Conve- 
nience, too, will continue to be a big selling point 
for bigger agencies. But this survey has questioned 
whether there are enough global or indeed regional 
brands to justify the attention being paid to multi- 
national marketing—and also whether large agen- 
cies are the best places to brew creative campaigns 
strong enough to be able to jump across borders. 
The one area where size does count, media-buying, 
may help to unbundle big agencies. 

In the longer term size will be much less of a 
selling point than quality. And the biggest premium 
will surely go to the creative departments—because 
very good advertising can still produce dramatic re- 
sults. The last time this newspaper did a survey of 
advertising, it concluded that it was the big idea that 
counted. That is still true. 


Still an avenue for ideas? 



























gh — but what about Europe? 





ith the restructuring of the European 





economy offering the potential of huge new 








markets, you will possi jy be doing some short list of agencies Or networ 


10w you organise your whichever countries you plan to market. 

















. advertising outside your home country. will be based on their analysis 


an international company policy culture, its 





Even if you are wit 


agency, you need to find out just how good organisation and advertising 





their European agencies are. And what co- 


ordination structure would be best for you? 





<> e M you're not with an working efficiency. — 





international agency, then Importantly, 


~ you have to assess and appoint agencies in an 





unknown business culture. Your present and assistance in its negotiation 





agency may have associates around Europe implementation. 












- . . but are they necessarily the best Scan will help you ensure that sel 


'available for your business? 





What about differing business practices, 


d 


s: 





ENE OOS 


agency remuneration, language problems? 





Questions, questions, questions. 








Scan knows Europe because Scan is 





McCANN-ERICKSON 


The well-being of our passen- us at all will hardly raise an 


gers is the main objective of 


our work — our raison d'être. 


And, in this connection, we 
don't make any qualitative 


distinction between the way 


we maintain our aircraft and 

the way we go about looking 
after you on the ground or 

in the air. Anybody who knows 


eyebrow when they hear we 
consider our aircraft no less 
important than our passen- 
gers. They know that — with 
an annual investment of DM 
2 billion in the servicing and 
maintenance of the fleet, 
with the training of our pilots 
and ground crews, as well as 


We spoil our passengers as much as 
we spoil our aircraft. 


with our uncompromising 
safety standards — we are 
one of the world's leading 
airlines. And so, when we say 
we spoil you as much as we 
spoil our aircraft, you know 
what we mean. After all, what 
use is the loveliest smile in 
an aircraft that doesn't meet 
Lufthansa's standards? 


©) Lufthansa 









.| Tables turned 


David Owen at last wound 
‘up his spp. Other parties vied 
-i for its supporters, but since 

| -they are only 2% of the elec- 

- | torate, nobody cared much. 

.| Roy Hattersley, ever seigneur- 
|. ial, graciously announced that 
he would not oppose an appli- 
cation by Dr Owen to join the 
local Labour party. 


© The House of Lords over- 
turned a government bill to al- 
' -low suspected Nazi war crimi- 
nals to be tried in Britain. 





































aq trials would be impractical. 
The government pondered. 
whether to use its power to 
overrule the Lords—by pass- 
ing the bill in successive Com- 
~ mons sessions—for the first 
time since 1949. 


The High Court used a Euro- 
pean-court ruling to overturn 
convictions against two do-it- 
yourself chains for Sunday 
trading. So more DIY shops 
|. may be allowed to sell ham- 
mer-drills on Sundays, even 
though home-owners strug- 
gling to pay the mortgage are 
less likely to buy them. 


Over 15,000 people slept out 
in cardboard boxes to protest 
against homelessness. They - 
included Lady Howe, wife of 
«1 thedeputy prime minister, _ 
- | who was recently evicted from 
“| her Kent public housing 









-| acres) and rehoused in more 
| modest quarters in Bucking- 
hamshire (Dorneywood: 45 


rooms, 215 acres). 





= | Cleaning up 


Environment ministers 
boasted that Britain will spend 
nearly £3 billion cleaning up 
its beaches. They neglected to 
add that it is being forced to 
do so by EC directives. Or that 
.| the tab will be picked up by 

^. | water customers, whose bills 

| could rise 6% in ten years as a 
| result. 















| (Chevening: 115 rooms, 3,500. 


aw lords argued that genuine | | “2 


Policemen are sent to about 
17m incidents a year in re- 
sponse to about 40m 999 calls, 
said a report by the Audit 
Commission. But police con- 
trol rooms are much less mon- 
itored than those of the other 


emergency services; and costs — | 


could be cut by £25m without 
impairing effectiveness. 


Three British Margarets got 
foreign honours. Maggie 

Smith and Margaret Tyzack 
won Broadway Tony awards. 


Margaret Thatcher was named 


one of the United Nations’ 
“global 500” honoured for 
environmental achievement. 
Throughout the land, jaws 
dropped. 





The deal signed in 1988 for 
televising football brought: 
lots more money into the 
game. But it has gone almost 


entirely to first-division clubs. 


o 


1 Britons railing 


A poll of 1,000 economists 
- showed that they want more 
state spending, more redistri- - 
bution of income and less pri- 
vatisation. The right-wing In- 
stitute of Economic Affairs, 
which commissioned the poll, 
wrung its hands. 





' Sir Clement Freud, ex-restau- 
rateur, ex-MP and former dog- 
food advertiser, was hired to 


. Rail sandwich. 

: fórmér chaitman Ernest 
Saunders took the stand in 

-the 16th week of the Guinness 


pany in 1981, it was largely 


‘| run by members of the 


Guinness family like "a family 
business or a club’, he said. 
But at any suggestion of risk- 
ing criminal liability "they 
(would) have run a mile—and 
so would L" 







boost the image of the British 


| 





trial. When he joined the com- | 


| dated to the cow, and the 


|. shrink. The new fiver is'o 


'| and just 6% wider than the 












The Commons debated co 
safety, after 11 Britons wer 
killed on a holiday coach in 
France. Even foreign disast 
can have party-political 
Labour Mes blamed the 
edy on transport dereg 
the transport secretary, 
Parkinson, assured them tl 
coach had been well. 
inspected. | 
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New-car sales, down by 
12.7% last month. agains 
1989, confirmed an accele 
ing decline from last year's © 
record levels. Which?, the 
consumer magazine, said Jap 
nese cars again emerged top 
its yearly survey of reliability 


Signs of the 90s? . l 


It rained. A Lincolnshire | 
farmer rushed outside and. 
rolled in his field in ecstasy. 
But after a parched spring, 
summer water crisis still looks 
inevitable. | 


Good news for Amerícan. l 
„tourists with small wallets. 
The £5 note continued to: 


one-third the area of the 
nal white version (1793- 
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Whipsnade zoo generous! 
sent two female yaks to à 
ghan tribe resettled in Tu 
who wanted to return to: 
traditional lifestyle. It was 
about to send two male yal 
to join them, when the T 
_ish government said no. A 
parently the yak is distan 






















Turks fear mad yak d 
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well placed forthe future". 


alue ........ £90 


“The gran) hil inated dearest for the jaod ended 31. a 1990 which will irie! lude the pro fi itia | 
information. have not yet been reported upon by the auditors nor delivered to the Registrar of Companies, 


Copies of the Company s Animal Report to sharelulders maj be obtained by urit ne 
to the Company Secretary. 





Hope after the hop 


How has privatisation affected former st state companies? Not all alike 


will look at individual 


companies in 


later issues—but. one broad truth is 


uni e ily clear: their chief executives mostly find it easier to otalk oi NEUE 


| ing cu 
OVERNMENT - ministers praise it 


without reservation; many academics 


and economists respond with .a chorus of. 


faint praise; most businessmen with first- 
hand experience of it shy away from public 
comment. Some think it strong medicine, 
iust what was needed by the 1980s to re- 
avigorate the. British economy; others de- 
tect more than a whiff of quackery. After a 
‘decade. of being central to Thatcherite pre- 
' scription, privatisation is still a contentious 
issue. And the debate over its impact got a 
fresh airing this EE in a usefully novel 

— forum. ` 


The heads of more than 40 compa- 


nies—most already privatised, the rest 

. awaiting their turn—met together privately 

= on June 5th to compare notes. Their discus- 
^ sion was chaired by Sir Peter Walters, ex- 
chairman of British Petroleum, and focused 
on papers presented by the chairmen of Ca- 
ble & Wireless, a telecommunications com- 

. pany, and National Freight Corporation 
... (NEC), a road haulage operator, as well as by 
Sir Peter himself. ;. The meeting was 

. organised by United Research, an interna- 
= tional management consultancy, and the 
London Business School (LBs) to discuss the 
gs of a study that they have ome 
d past five months. 








tures than of a new deal for the customer 


Around 50 state corporations have 


been sold off since 1979. The United 


Research/uss study looked at 33 of these. 
(ranging from British Aerospace, the first _ 


chunk of which was sold in. February 1981, 
to the ten water companies sold last Novem- 
ber) and at another 13 as-yet unsold compa- 


nies (including the electricity companies and - 
British Coal). All were given a lengthy ques-. 
tionnaire—which all returned completed— _ 
and had their chairmen or chief executives 


extensively quizzed. 


With one hop they were free 


The consensus elicited by the study fell r lit- 


tle short of the standard government. eulogy. 
But the businessmen actually running the af- 
fected companies appear to have found pri- 
vatisation both more traumatic and. more 
beneficial than is commonly judged by aca- 
demics. 


The study found fous out of ive bois | 


convinced that privatisation had been—or 
was going to be—essential to a fundamental 
improvement of their companies’ perfor- 


»mance. Asked why, most came up with a fa- 


miliar litany of the commercial sins visited 
on them by control from Whitehall: the ho- 
liness of cash limits, the constraints of the 


strategies, the lack of any real accountability 


7 spects they would be better off in the privat 
-sector; few thought that state short-termism 


breathing down their necks would, 


‘to sale and often in its wake, t 


| vatisation with any m mee 


4 cut cid wei Caen dra à 
.comitant- gains in produc 
 Telecom's productivity growt 
from 1.9% a year in 1979-83 to 3.2* 
in 1984-89 (it was sold in 1984) 
ny's "Project Sovereign” will resu 
- 10,000 job cuts this year. 


-vatisation have much to do with 


electoral cycle, the disregard for long-term 
















































to the customer. (Both British Telecom. 
British Gas saw a huge increase in “direc 
communications”, ie, complaints, from cus- 
tomers immediately after privatisation.) 

Most | still-to-be-privatised companies 
questioned were confident that in these re 


would simply be replaced by City. sho 
termism. City analysts (and shareholders 


reckoned, be good for them. Perhaps t 
surprisingly, those companies that. ha 
ready spent some time in the private: 
still take a rosy view of the City. ^. 
Turning to more quantifiable ma 

the study found cuts in the workforci 
mon feature of privatisation—in the 


that trade unions have rarely resis 


Beyond the headcount figures, 
few generalisations about the impac 





The rates of productivity growth 
be the one consistent improvemen 
United Research and Las could disceri 
the performance of all the companie 
examined. They had trouble pinning 
any general effects of privatisation o 
ability, and found no discernible pa 
improved returns on capital. er k 




































irs on sales or growth in output. 
< What emerged instead is something less 
sily measured: the virtually unanimous 
ew among the heads of the privatised com- 
anies that their biggest challenge has been 
j steer their organisations into a fully com- 
ercial culture. Three-quarters of the com- 
ies interviewed said they had instigated a 
iorough shake-up of management func- 


ought this would be necessary. - 


Ost successful corporate take-over mer- 
iants, how they reinvigorate newly-ac- 
uired subsidiaries and they point to the 
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agical effect of replacing the old senior 









































een changes in the boardroom 
o now say they were essential, though 
60% thought so before their sale); but 


has had few imitators. Instead the top 


| masterful holding company, have pre- 
erred to dump middle mariagers. In all, 15 
the companies interviewed had removed 
ayers of management en bloc. : 
- ¿But the study suggests that, while many 
privatised companies have indulged in a 
once-and-for-all shake-up around the time 
of their sale, a sizable number have subse- 
quently settled back into their old ways. 
This is doubly damaging, because the evi- 
dence points to a preoccupation with re- 
organisation that may well have distracted 
them from another, and ultimately more im- 
portant, kind of cultural change—the sort 
hat leads to an obsession with quality con- 
trol and customer satisfaction. When inter- 
viewees were asked which issues most con- 
cerned them, these two came last (see chart). 





Advantageous competition ! 

‘old you so, might be the riposte of many 
icademic economists—witness a survey. of 
onomists’ views published by the Institute 
Economic Affairs on June 5th. The survey 


er 
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ons after privatisation; before they were | 
id, barely half of these companies had 


‘Ask the top men at Hanson, Britain's 


Most of the former state com ` 


stic surgery has been rare—Lord King of - 


en, answering merely to shareholders; not 


ia pp 





HE government thinks private pro- 
vision of services better than public. 
Agreed? It also likes competition and dis- 
likes monopoly power, especially when 
exercised by trade-unionists, does it not? 
So here is a nice little fix that ought to 
interest it. The business is that of private 
health insurance. The monopolists con- 


victims can be counted in millions. 


Imagine that your heart starts playing - 


up. Happily you have health insurance. 
Knowing the delays of the national 


health service, your NHS doctor sends 


you off to a private specialist. 
... You pay the bill, and reclaim from 
your insurers. Reasonably, they require 


_ that either the specialist or your GP coum- . 


tersign the claim form. You trot along to 
your GP's surgery and get a shock. Your 
doctor charges for a signature, and not 


pennies either; maybe £10. Why? Be- 


cause the NHS does not pay him to pick 


put the following proposition (with 34 oth- 
ers) to almost a thousand economists, most 
of them grown-up teachers rather than teen- 
age City scribblers: “Privatising hitherto 
publicly-owned and operated industries will 


not reduce production costs unless com- 


bined with measures to increase compe- 
tition”. Just over 80% agreed with this— 
46% “strongly”, the rest “with ‘reserva- 
tions". i i s 

This reflects the view of most academic 
critics that newly-privatised companies need 
to face lively competition to force them to 
think about customers and product quality. 
The findiags of the United Research/Lss in- 
terviewers broadly corroborate this: those 
firms that (unprompted) mentioned both 


subjects most enthusiastically tended to be 


those operating in the most competitive in- 
dustries, such as Girobank, NFC and Rover. 

In other words the process of privatisa- 
tion is not, by itself, enough to bring about a 
permanent and continuous change in the 
way companies operate. Most obviously, 
turning a state monopoly into a private one 
has led to trouble: a battle raged between 
British Gas and the regulatory authorities— 
including the Monopolies and Mergers 
Commission—for two years after it was 


-privatised in 1986. | 


Perhaps these critics have underesti- 
mated privatisation's value as a catalyst, but 
others have praised it too blindly. Several 
big companies, including British Steel and 


. British Coal, achieved substantial cultural 
- changes and operating improvements while 
still state-owned. So restructuring a com- 
. pany and exposing it to more competition 








Take £10 several times a week 


| cerned are doctors. Their trade union is. 
the British Medical Association. And the 












i 
up his pen. Why so much—twice what | 
even solicitors charge for a similar oner- | 
ous service? The BMA says it lays down no | 
standard charge, but only "advises" its | 
members. - 

So be it, the result is the same: “ad- | 
vised” by his union, a monopolist, al- | 
ready paid for his real services, has taken 
another £10 or so off you for 20 seconds - 
work. Monopolist? You cannot go 

| 


_ around the corner to a rival supplier of _ 
. 'signatures—or indeed, in many manyru- ` 
“ral areas, to one of actual services: your 


GP is not just the only Picasso, he's the | 
only artist in sight. Yet you cannot do- 
without his signature: there is that £105 
that you have already paid the 


_ cardiologist. 


So you pay up, like the 5m other pa- . 
tients who fill out a claim form each year. 
And if the monopoly professions wonder 


-why anyone wants to meddle with their 


cosy little set-ups as if they were council 
dustmen, here is yet another reason. 


Mere asaya aAA Ma ru Rua a i rr e IRA Pee rnit 


while keeping it in the public sector might 
work nearly as well as a privatisation—and 
quite as well as one that leaves it a private 


monopoly. » 


Has the government learned the merits 
of competition? At least it will not repeat the 
folly of the British Gas privatisation with the 
electricity industry, which, south of the bor- 
der, has already been divided into 12 area 
distribution companies and two generators. 
Critics point out nonetheless that the resul- 


tant electricity structure is still not competi- 


tive, and needs a regulator —Offer— with a 
staff of 220 to control it (compared with 
Ofgas's 26). The real test could come wit^ 
British Coal. It will not be sold off before tl 
mid-1990s. Yet it could be split up before 
then. There is no sign that it will be—even if 
Mrs Thatcher and her ministers are not 
themselves privatised first. 







































| Welsh: financial sector 






n nother Capital City 


: Peter Walker’ s legacy in Wales includes a boom in financial services, with 
M cy firms relocating from south-east England to get a taste of the ah 







CH European city has streets 


~~ Stuttgartstrasse, a fleet of. wombling litter- 
wardens and a booming financial services in- 
.. dustry? Brussels? Or Luxembourg, perhaps? 
The answer is Cardiff: the city of steel-works 
and docks is now the home of stock-brokers 
and settlement-liouses. In the past two 
years, 3,700 new jobs have been created in 
the financial sector in south-east Wales—it 
now employs about 12 times more people 
than the traditional coal and steel m 










tiff s ; Biggish Ban ‘began ir 

988. Mr Peter Walker; then secretary of 

state for Wales, launched a financial services 

-initiative for south-east Wales, hoping to at- 
tract companies to the area with two main 
goodies: lower overheads (both property 
prices and salaries are much lower than in 
south-east England) and a well-stocked pool 
of skilled labour, trawled by few other local 
employers. 

Alluring posters of lush Welsh pastures 
began to appear on the London under- 
ground. Targeted at belt-tightening finance 
directors, rather than. would-be farmers, 
they showed the cost savings of moving to 


Any old ion? 


CTIONS speak louder than green 

. words. For all the eco-friendliness in 

the air, four out of five air-quality moni- 
toring stations in London are likely to be 
shut down. Why?. Because the company 
that runs them, London Scientific Ser- 





vices (LSS), cannot find revenues to cover 


- the operating cost of the stations. 


The network—in operation since the 


early 1980s —costs about, £200,000 a year 
- torun: hardly the kind of sums to register 
. with today's big-spending environmental- 
. ists. However, attempts by LSS to secure 
- sponsorship—from either the public or 
_ | private sectors—have been in vain. 

^. . The stations’ role in life is to monitor 
the ozone in London's air, and to check 
the levels of nasty chemicals like sulphur 
: dioxide, nitrogen oxide, carbon monox- 
ide and lead. The readings are made avail- 
able to the media every day and are broad- 
cast on local radio stations. When 
. pollutants breach the guidelines laid 
. down by the World Health Organisation 
Lg (WHO}—as they already have this year— 

> LSS issues an “alert”. — | | 






Y | f called the Boulevard de Nantes and : 


Wales. Two years and many. posters later, 
the marketing drive seems to have worked. 


Above Cardiffs neo-classical civic 

buildings loom the offices of National Provi- 
dent Institution (NP), bristling with external 
pipes like a Celtic challenge to the Pompi- 
‘dou Centre, Banque Nationale de Paris 


Mortgages, TSB Trust Company and NM 


Rothschild & Co. The Welsh Development 


Agency lists over 20 corporate arrivals or ex- 


pansions since the initiative was launched. - 
True, some are repackaged versions of exist- 


ing Cardiff- based firms and others are back- 
office operations—still, broadly spei king, it 
is a 1980s success story. wid 

Their relocation strategies may ee dif- 
fered, but most firms have come.to Cardiff 





for the same things—Mr Walker's goodies. 


The influx of newcomers has led to spiral- 


ling commercial and residential property 
prices; indeed, the only negative aspect 





move to Cardiff, says Mr Andrew Porter, di- 
rector of Société Générale Securities Ser- 


vices, is its lack of plush houses. But prop- 


erty in Cardiff nevertheless remains 

relatively cheap—-£18-20 per square foot 

compared to around £50-60 in London. 
Every city in Britain employs someone 


estate otal t istcdiretóétut NE AAE NANN NIMM EE IET TECH TANS TERN 


PAER e 





LSS is a research body which used to 
belong to, and be financed by, the Greater 
London Council. When the GLC was laid 
to rest in 1986, Lss was temporarily sub- 
sumed by the London Residuary Body. 
Then it was sold, late in. 1988, to High- 
: Point, an American consultancy firm that 


. acted as engineering consultants to the 


Thames -barrier project. High-Point 
wanted LsS as an environmental adorn- 
ment.for its mainstream consulting busi- 
ness, but has now found the cash outlay 


are LI 201 in he icit = 


fumes on the streets of London. 


an East German whit 






















































dif s ate enr eina dud Tost. 
all the space of a provincial town, yet : 
in easy reach of the rest of Britain: th 
motorway from Swansea sweeps past it 
London. and a (usually) fast train reach 
Paddington in an. heur and 45 minute 
(And those who sail to work can alway 
an anchorage, just, in Tiger Bay.) o 
For many companies, though, did C 
reasons for moving to Cardiff play secon 
fiddle (or harp, perhaps) to less tangible c 
siderations; ‘Unlike, say, Bristol or ork 


The ae iE opéfates im st 
tion which, it says, provides” repr 
tative data on the level ofp shapers fo 


green lobbyists are indignant 
out that over the May bank 
example, the WHO  guidelin 
breached for both ozone and nit 
ide. There have also been recent 
of worrying sulphur-dioxide emis: 
long, hot summer promises mor 





. Japan has over 1,000 air-q 
tors. Other cities, such as Stockho 
vise the public to stop using cars w 
pollution levels get too high. In the e 
ronmental family, Britain's cities—des 
the mantras. being chanted by the pri 
minister and Prince Charles—still 















; Cardiffi is not imply a a pto | 
(de ,. European investor, this 
diff from competitor cities, 
Welsh’ opment. Agency claims. 
er a re cinemas and even the 






























































y! the government and the Com- 


sis". Hooey. The history of past clashes 
etween the Lords and Commons sug- 
gests that this vote will go down.as a foot- 
notetoitat best. - 
. The most. dramatic: attack on the 
power of unelected peers came on March 
19 1649, when the Commons abolished 
the Lords, two days after abolishing the 
monarchy. Oliver . Cromwell later ex- 
.. plained that the Lords was "very forward 
| to give up the people's rights, 
| and...always apt enough to join with 
_ kingly interest against the people's liber- 
| ties". The House of Lords stayed abol- 
.. ished for the next nine years. 
| From the Restoration until this cen- 
tury, the powers of the Lords remained 
_ similar to those of the Commons, except 
. that the Lords accepted Commons privi- 
- lege and superiority in financial matters. 
.. But in 1909 the Tory-dominated Lords, 
already at loggerheads with the Copi- 
-mons over Irish home rule, rejected the 
Liberal government's budget, igniting a 
genuine constitutional crisis. The prime 
minister, Asquith, called a general elec- 
ion, after threatening to get the new 
King George V to create hundreds of 
new peers to swamp the Lords and im- 
pose the will of the Commons. The King 





ied having to do this very much." 

After winning the election, Asquith's 
vernment drafted legislation removing 
> power of th > uppe -house to block 
ey bills and curtailing 
p Ives Commons bill E. 





though it 


e this measure got through the 

ds, he drew. up.a list of 249 Liberal 
pporters whom he was prepared to en- 
ble ro that € end. Vinston aar ml, 
















ncial city; it | 


to stand trial in Brita ' and; tional 


has led to grave: warnings 
at Britain faces a “constitutional cri- 


, but noted crossly in his diary: 1 | 


s. ability to - 


„at the same time cut to one year. That 
i 
keep a’ two-year. delaving power) | 





provide the usual support services for the fi- 
nance sector: Cardiff is not a satellite, de- 
pendent on London for Back-up. 


For office workers in Cardiff, the list of 
intangible assets has one star attraction: it is - 


all a eng way from the strain of London 





in, Votihs away Pd of their old power. 
In. 1949, after another serious row, 
the 1911 act was amended so that the 
Lords could delay a Commons bill only 
for two sessions; the minimum period for. 
getting a bill through the Commons was. 


1949 Parliament Act, which has never 
been invoked, remains the Commons's 


ultimate weapon in 1990. 


Harold Macmillan’s Life Peerages Act 
of 1958 allowed the creation of life peers 
who could vote in the Lords but whose 
peerages would die with them. (So far, al- 
most 600 life peers have been created. ) In 
the 1960s the now Lord but then plain 
Mr Harold Wilson sought to go further: 


he promised legislation on the Lords "to 


eliminate its present hereditary basis". 
Richard Crossman, as Leader of the. 
Commons, tried to push through reform 
against what he called a "terribly de- 
pressing" Commons alliance of “20 E 
30 distinguished, reactionary (Tory 
fundamentalists . . . and the. Lebo 
fundamentalists who want total revolu- 
tion of the Second Chamber”. Wilson’s 
government backed down: before this 
rightdeft backbench alliance. . 

. Now Labour is once again eee 
to fundamental reform: the abolition of 
the Lords in favour of an elected cham- 
ber. If it wins the next election, there. 


-could indeed be a serious constitutional 


ds gave | battle. Unlike this week's small skirmish. 








| Buck have a reputation that reaches well be- 
yond Cardiff itself. The usual international - 
accountancy firms have local offices and 


! growth id a financial-services sector: 





commuting, A A poll of 507 City a 


; published in April by Gallup, a market re- 
search group, says that 40% of those ques- 


tioned would consider a move to Wales— 
three times the number in 1987. Why? Dis- 
enchantment with the stress and tedium of 


living in London's suburban belt. 


So how much does it cost a company to 
get there? A lot, according to the Confeder- 


. ation of British Industry. A recent CBI survey 


of relocation expenses reckoned the average 
relocation cost per employee in. 1989 was 
£10,000. To soften the blow, the govern- 
ment offers some juicy relocation grants. 

They may be discretionary, but they are not 
stingy. Regional Selective Assistance grants 
have given companies as much as £6,000 per 
job available. 


Let them eat rarebit 


The greatest single draw for companies from 
the London area is staffing. The financial- 

services initiative was never designed to pro 

vide work for redundant miners (plenty o 
whom remain, sadly, on the dole), but 
rather to help check the exodus of their chil- 
dren from the principality. 

The Welsh are well-educated; 32% in- 
tend to pursue further education, the sec- 
ond highest figure in any region in Britain. 
Traditionally, the brightest offspring of the 
valleys have become teachers or preachers— 
or migrated to find work elsewhere. Now 
they are a ready-made work-force for the 
newly arriving firms. 

One important reason for the success of 


Mr Walker’s initiative has been a curious 


rainbow alliance between the Welsh Office 
(and its quango, the development agency), 
the Labour-controlled local authorities, the 
private sector and the local population. Mr 


- David Hunt, who succeeded Mr Walker at 


the Welsh Office last month, says there was 
too much disagreement in the past; "Now 
we can agree about the future”. 

But could the government still turn ou 
to have promoted a lost cause? Academics 
such as Mr Dai Smith of the University of 
Wales accuse the politicians of a let-them- 


eat-rarebit attitude—offering gastronomic 


delicacies, that is to say, to a community still 
suffering from serious malnutrition. The 


- problems of Cardiff, he says, have always 


been slight : compared with those of the 
Welsh. valleys—home to 214 collieries and 
114,000 miners in 1947, five collieries and 
3,000 miners in 1990, à 

. The worst colliery cutbacks are proba- 
bly over—indeed, British. Coal estimates 
pits will: be 30% higher this year. than in 
1989. But. in the valleys unemployment is 


-entrenched and living standards low. Mr 


Smith does not believe that society in south- 
east Wales is yet ripe for the transition to a 
post-industrial society . implied. by. the 



























Private letters 


P AGEHOT is obliged this week to one 
AJ of his regular political informants, 
rau Heidi Panzer, lately a state employee 
^| in East Germany, now working as a part- 

|. time cleaner at the House of Commons. 
< Mrs Churchill (as she. now wishes to be 


bins and photocopiers, and has kindly 
passed on the following letters. | 

The first is marked confidential and 

appears to be a rough draft, from a Mr Pe- 


someone referred to only as “Neil”. 


* guide us, should he make a formal ap- 
~ proach to us. Whatever our personal re- 
. vulsion for David Owen, we must concen- 
trate on the single objective which has 
nourished us through bad times and bet- 


ter ones: victory in 1991-92. So the first 
question must be, could he help us win? 


“Although spp support had fallen to 
ludicrously low levels before the party dis- 
integrated—anywhere between 1% and 


4%, depending whose poll you believe—. 


we should not underestimate the continu- 
ing appeal of social democracy in Britain. 


There remains a hefty chunk of middle- 
class opinion (let's call it the Volvo vote). - 
that o Thatcherism yet remains: 


sceptical about our new model Labour. 


"Labour is still a healthy: 1596 or so 
ahead in the polls. That gap will have nar- 


rowed considerably by the time any gen- 
eral election comes. We must fight for ev- 


ery voter. Including those Volvó-voters. 
` We desperately need to pile up more votes. 


around London, in the more prosperous 


|] parts of the Midlands, in East Anglia and | 


so on. Whether the Vistvo-voters. come to 


.- Labour, or go to Paddy Ashdown’s Lib- 


eral Democrats could even decide the out- 


come of the election. 


"Labour cannot offer the package a | 


| voting: reform and moralistic greenery 
_ that Liberal-leaning Volvos yearn for. But 


| in the early 1980s can be wooed back— 


with Owen’s help. So let us move care- 


fully. If we can use him, we should swallow 


his old treachery. Some people, god help 


them, trust the doctor's judgment. 


“Even some of Owen's mote venom- 


ous enemies agree. | happened to mention 
it to Roy Hattersley at dinner last night— 
he inhaled about a gallon of lobster 
bisque, but did admit he would "put his 
hand up" in favour of Owen being read- 


||. mitted as an ordini pan member. Ger- 








known) occasionally supplies this column - 
with items gleaned from parliamentary _ 


ter Mandelbaum of the Labour party, to 


“Dear Neil, since. you asked me what _ 
to. do about: the Doctor, I have jotted ~- 
: dowtia few thoughts which I think should 


ald went white and his glasses started to 


steam up. But that’s Gerald for you. 


: "Of course it may be difficult some- 
times—you will have to remember that 
you want Owen's support and voters, de- 
spite the man Owen himself. He is a 
moody, mercurial force, with a way of at- 
tracting media attention that you might 


find unsettling, even threatening. Imagine 


it: as he repeats, yet again, "as foreign sec- 
retary, I... ", you cut in and mention 


your time as parliamentary private secre- 
tary to Michael Foot. It would hardly help 
your E for, guns would it? 





Doctor on the dole? 


_ “So the prize to angle for is this: an un- 
“equivocal endorsement for Labour, and " 
En leadership—not some conditional, 


half-promise dangled in front of our eyes, 


which could be snatched away later. We - 
‘might have to pay the price of allowing 
. him back into the party—though we 


could insist that he fights a by-election if 


he wants to be a Labour mp. He took 42% © 
of the vote in Plymouth Devonport in- 


1987, with ourselves and the Tories each 


taking 29%—so an Owen Labour candi- 
the Volvo-voters who broke from Labour _ 


dacy would be bound to result in a huge 

pro-Labour swing, and fine propaganda. 
"[t goes without saying that there 

would be no question of offering him a job 


either before or after the election, though 
- his vanity might delude him that after a 


few months in government you wouldn't 
be able to manage without him. 
"However, I doubt if he'll want to risk 
the embarrassment of being stuck as a 
mere Labour backbencher—and I hope 


he doesn't. His endorsement, in return for 


a noh-aggressiofe pact without him rejoin- 


poemasts 


ing Labour would be the best of all Work : 
After we win the election, we can let hi 
rot. Í hope this is useful. Peter. 
“PS: If he does insist on joining a local 

- Labour party, I think it would be a nic 
- idea to charge him only the cut-price u 
employed person's rate, but without te 
ing him. Then we could. leak the sto 
later if he started getting RUE. 


À grocer writes 


The second letter oadd by Mrs P 
- zer-Tschurtschill is shorter, and addre 
“My Dear David”. It is handwritten : | 
pages from a company memo-pad, | appa 
ently from the chief executive. | 


Polly's. I know you are leaning tow: 
making a clean break from politics. Bu 
not be too hasty. If you get a call to 
for a quiet tandoori lunch with t 
do please accept. If necessary, I wil pi 
up the tab. uus 


-dorsement from a man of substance and | 
~ principle like yourself. You should try to - 
be firm with him, but civil. Don’t call him 
‘young man'—he's only four years young- _ 
„er than you are. Try not to refer too often : 
to your time as foreign secretary, as this _ 

may upset him. D 


.. how many ordinary British families are - 
— still worried about Labour’s image—the 
sort of people who fill up their Volvos 
with pasta and courgettes at my supermar- - 
kets every weekend. You should certainly 
offer to rejoin Labour. Daisy Barnes and 
Mr Wheelwright are not terribly relevant 
| fear. The essential thing is to make sure 
| you are invited to become a Labour MP. - 
—— “Tf the Welshman agrees, the game i 
on. Most of the Labour backbenchers v 
be furious, of course, but they are droo 
ing so much at the prospect of power 
they will swallow almost anything. I 
- bour wins with your endorsement, | 
lieve you would be offered a serious 
. But maybe it will suit you better to sta 
. the backbenches. Then if, as I expect 


taminated, à la Heseltine. The discas] 
of talent among those second-rate lawy 
and former polytechnic lecturers . 
guarantee that you shine. And I would 
happy to fund a social democratic ging 
group inside the Labour party. 


able job until the brandies start circu 
ing. Courage, David! You need a helpi 
hand and it may be extended. Let’s ho 
so—I'd hate to see your huge talents. 
..to the nation, and frittered away or 
--fringes of Tiny's African empire." 



























































"Further to our conversation 





e boy 


“Don’t forget, Kinnock still see en 


“You should open by pointing out. 


“I would leave any discussion of a s 
















nd exciting change. 


bout recent developments. 


92 programme on time. we. 
t not only approve but also 


lement, in every member 





n those 300 or so internal | 



















story and | welcome. the more positive role "that the 
30V ernment is at last now taking. with regard to the 
change Rate Mechanism. | 

. But those of us in business must continue to play 


r part. Whilst politics. are driving events forward, the 
| usiness and we must make our. interests heard. 
ontrol. And lam glad that this last and most 


m is on the genda for discussion. The new 


3 of Eu rope should ibe determined and implemented 





inity Single Market that. many members. of EFTA 
nehiy emerging democracies in the 


rust a as ‘this. last year had been an ‘historic one for o our 


‘Company, so the. world around us has seen i dramatic 


As you. know since the 1960s I fave been interested 


i building a stronger market in Europe and | am optimistic. 


The integration of. a uni ited” Germany into the 


ommunity makes it imperative that we- complete the gs 


his process 3 would be to > relinquish our right ! place e in d 


onomic changes will be Implemented by those- ofa us s. 


| vevitably an integrated. Europe will need. effective | 


e existing nations before it is expanded. However, 


testimony to the strength of the concept ofa 


PATRICK, SHEEH AG (1990. 
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East. regard membership as a major priority. Events in 


Eastern Europe offer tremendous opportunities for 


both. our businesses. 


"The whole of Germany is NOW treated as one market 


| for cigarettes by BAT Cigarettenfabriken and we already 


have a 65 strong field force operating in East Germany. 


Our sales in other Eastern European ee uding 


2 Russia, have already increased by two thirds and we are 





urgently examining ways of 





expanding even further in these 


substantial markets. 





On the. financial services : 
side we see potential i in countries where 
individuals will have the chance of 
personal investments. where 
none have existed before. Our 
expertise. 


in personal lines 


could prove invaluable as new 







: : nen they c do. 


_ However, you can be certain that we are not over- 


| whelmed by the understandable euphoria that surrounds 


these. countries at the moment. Very often the markets 


and supporting institutions. are rudimentary and ha 


M currency. remains a problem but we are well prepared to 


2 take every opportunity that is commercially feasible. 


"There is, in every sense, a world of opportunities before 


us. By. focusing the Group on our two great businesses of 


financial services and tobacco, the foundations have been 


l Jaid for a new period of. sustained growthi in our Company’s 


] fortunes. d face the challenges. of the: new decade with 


a considerable optimism and am determined to ensure that 


y 


we make the most of the international. opportunities that 











Tie: before. us, in ^ bo ot businesses. 





.| Oil slick 


t level since December 
-1988. Despite OPEC's pledge 

. last month to pump less oil, 
the cartel's members are still 
producing a hefty 23.4m bar- 
 rels a day—although oil stocks 
| are high and demand is lower 
than expected. 


Saudi Arabia still had l 
enough cash left to buy six 
. warships from France for $2.5 
|. billion. It recently agreed to 

- buy $25 billion-worth of mili- 


tary hardware from Britain. 


Fight the good fight 


Saatchi & Saatchi, a trou- 
bled British advertising group, 
. passed its dividend because its 
pre-tax profit for the six 


i months to March slumped by | 


29% to £14.4m ($23.5m). 


«sg. Saatchi has agreed to sell Hay, 
..| its consulting business, to 


Hay’ s partners for. $90m. 


"Alan Bond cedéd contíol of 
. Bond Media, which owns Aus- 


] tralia’s Channel Nine TV net- 
' work, to Kerry Packer. In a 

complicated deal, Mr Packer 

. | exchanged $154m of Bond 

- . |: Media's debt for just over half 


| the company. 


Greyhound Lines, the 
American bus company be- 
loved of foreign students and 
— American servicemen, filed for 
protection from its creditors 
under Chapter 11 of the 
. bankruptcy code. The com- 

. pany, which has missed 


around $20m-worth of fter. 


est payments, blamed anex- > 


penen strike. 


4th, having risen 25% the pre- | 
: vious week. The reason for the 


one-day fall: a predicted tech- 


|, nical correction turned i into 
panic selling. | 


MM : Most of British & Come 


: |. monwealth, the financ 
| pire built up by John Gunn, 


Donald Trump and his cred- 


itors began talks on restructur- 


ing the property mogul’s 


in junk bonds issued by one of 


` Mr Trump's casinos has: sued 


him for damages. Such.mat- 
ters are presumably ae 
Mr Trump from promoting - 


his new book, ' ae at 


the Top”. 


Making moves 


| Adolph Coors, America's 


third-biggest brewer, is. bun 
a Memphis brewery from the 
Stroh brewing company. 
Coors at present ships (expen - 
sively) all its beer from its. one 


Colorado plant. 
BASF, West € S Me 


gest chemicals company, plans | 


to buy the audio and video- 


tape business of Agfa Gevaert, | 


owned by its rival Bayer, for. 
an undisclosed | price. | 


F.H Tomkins, : a Beds mini- 
conglomerate, agreed to buy 
Philips Industries, which - 
makes parts for America's 
building industry, for i 50m. 


Financial rethinks 


Despite attempts by the ev 
ernment to end short-term 
speculation, Taiwan's stock- 


market dived 6. 4% on rune 


.$2 billion of debt. An investor | 


t ial à etir 


was put into administration, 


|; after talks with its creditors 
broke down. B&C owes |. 


around $1.7 billion. 


Ribera Express's. —* a 
investment bank, Shearson - 
Lehman Hutton, is planning 


| toresurrect the Lehman 


Brothers name—a potent 
force for elderly Wall — 


' Streeters. One flaw: most of - 
the partners of Lehman Kuhn 
Loeb, which American Ex- > 


press bought ir in 1984, have We 


the company. 


2 Willis Faber, a British i insur- 


| ance broker, agreed. to buy .- 
. America's Corroon & Black | 


for $711m. The merger pro- 
motes Willis Faber from the 

. fifth to the fourth-biggest bro- 
-ker in the world and could — 

. prompt yet more takeovers in 
| - the insurance industry. 


 Eurosausage - 


Kraft General Foods, which 
is part of the Philip Morris 
group, took control of Italy's 

. Negroni. The American com- 


pany paid $80m to increase its - 


stake in the Italian salami- 
maker from a quarter to two- 
thirds. In a separate deal, 

. Viscofan, a Spanish company - 
which makes sausage skins, 


| Pough its biggest rival West 


Germany's Naturin Werk, 


Becker for $160m. 


Eastern power 


Toyota, Japan's bigg st. 
maker, announced plans te 
crease its yearly output fto 


4.6m cars to 6m in the late 


1990s. Last yeat Ford mad 


6.3m cars worldwide and 


| eral Motors 7.9m. 


| Hitachi launched. anew ma 
frame computer, which, it. 
| claims, i is 2096 faster than 
IBM’ s top-oftheline model 


| |, Japan's industrialists show 
sign of slowing down. Tt 
countty's heavy-machinery 


makers all reported big pr 


‘increases for the year to - 
| March. The largest, 
.. Mitsubishi Heavy, saw 5 
| tax profit climb 6196 to 
: ; pinion 930m. | 


= p ugh: the wall 


Lufthansa, West Ga 


| -biggest airline, agreed to 
E! charter-airline business, to 


be named Intercondor; with : 
Interflug, East Germany’ s na 
tional carrier. : 


to eroe the Soviet Un 
newest oilfield near the Cas- 
pian Sea. The field covers: 


.9,000 square miles. 


= to 100.0 000. "pin iria h 


| upto dm East Shiitake 


is reunified. 








| Profit b éfore finance charges 
UP 14, 2% to £365. 3m | 


EN 


UP 9. 8% to £317. 5m. 


International profit | 
to 61% of total at £222. 8m 


Earnings per share © 
P10.3%to70.8p > 


= D. 
“Dividend 
UP 11. 176. to 30. Op. 




















[ ] EMIMUSIC — profits more than doubled to nearly £92m. 

Organic growth around 50%. Strong worldwide performance: 
highest-ever profits from Continental Europe; sustained profit 
improvement in North America; results from Toshiba -EMI 


ou tstanding — 
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£178m. Rent-A-Center profits up by over a third. UK and 
International Rentals maintain satisfactory profit performance. 
A good year. for HMV | 





int ni prai heus business. tala ty in iost a 






































L] RENTAL and RETAIL — overall 11. 4% m aoak at 


i LIGHTING -— redid turnover P niocthisdegenerated | 


to total pied — over half for the first time in the 
Company’s history. This is a direct measure of the - 
success of óur strategy to build global businesses. 

"Our profit before finance charges from continuing opera- 
ncreased by 20.3%, including the benefit of exchange 
Excluding the effect of acquisitions, the underlying 
growth rate was a healthy 13%. Interest expense was covered 
more.than seven times by pre-interest profit. The Groups 
financial position remains very robust overall, leaving us well - 






dons 


| placed: to deal with the changing economic picture. . 





"A more uncertain world economy i is arising from the changes 
— some quite profound — which are taking place. We have to 
recognise the force of these changes on our businesses... they 
have become particularly apparent in lighting, where the entire 
industry is in a pre-global stage of development. With further 
consolidation inevitable... we have entered discussions with 
GTE, one of the USA's leading international lighting companies. 
These could lead to the transfer of ownership of our Lighting 
company to GTE, creating a truly world-scale organisation 
with a commitment to global growth in lighting. 


"The year's results, like np P ORE previous four, have been 


achieved by adhering to a clear corporate strategy... based 


on dealing with competitive realities and concentrating on 
fundamental priorities. 
"Our strategy will not change ... we will be pursuing our 


global intent with even greater vigour in the 1990s, determined 


that all our businesses achieve global scale in the markets they are 
in... This demands creativity and flexibility... being prepared 
to consider different approaches for different businésses — 
identifying and taking advantage of those opportunities which 
best ensure their global position. 

X “There is no single or simple solution. Each of our 





bulitiesses demands an individual and imaginative approach. 
Enabling them to realise their full potential is our overriding 
priority for 1990 and the years ahead.” 





A BUSINESS STYLE THAT WORKS 
ON A WORLD SCALE 


THORN EMI pk, 4 Tenterden Street oa "quare; | 
London WIA 2AY. 























3 Companies stuck with ¢ cor ste systems thrown n together i in the 1970s will 


g find it hard to conquer the 1990s 





A biggest worry about automation was 
` that his computer would crash. Breakdow 





could be fatal: Abercrombie & Fitch, fob. 


years America’s most sophisticated. sport- 
ig-goods retailer, threw in the towel after 





 $ computer swallowed its accounts receiv- 


able. Today, businessmen have discovered 
an even more disconcerting 
problem: markets change, but 
computer systems do not. Sys- 
tems that were boons to eff- 
ciency five years ago are now 
straitjackets. And paralysis can 
be as deadly as catastrophe. 

Banks are amorig the hard- 

. est hit. When they first began. 
automating 20 or more years 
ago, banks organised their 

"databases by account number 
because that is how transac- 
tions are recorded. Today, 
banks want to reorganise their 
data by customer name, which 
helps with marketing (see page. 
89). Newer databases have the 

. flexibility that the banks need 

builtin. But switching is diff- — (. 
lt and costly. One British  & 
learing wed reckons. -its 
_changeover will take five years 
-and cost nearly £1 billion ($1.7 | 
billion). 

"The banks are not alone. 

In Europe, firms are rushing to 

revamp their old computer sys- 

tems to cope with 1992's single 
market. Half of the 560 European informa- 
tion-services managers recently surveyed by 










Arthur Andersen reported. that their de- 


 partments were "overwhelmed" by requests 


for new or improved systems. Backlogs . 


stretch up to three years. Not surprisingly, a 
recent survey by Price Waterhouse found 
managers growing increasingly worried that 
they are getting less for each new ecu of in- 
formation-technology expenditure. 

The heart of the problem is that the 
skills required to fix or improve 20-year-old 
systems are very different from those re- 


T WO decades ago every pio à | 


d to build new ones ; Writing programs 


to run on mainframes, mostly in an ancient 
language called COBOL, was the bread and 
butter of yesterday's computing. Today's. 
systems require a richer set of skills, includ- 

ing "networking" different computers to- 
gether, programming in C (the language of 
desktop workstations) and "systems integra- 
tion" (a bagof tticks for getting diverse com- 





puter — to sail eher: 
Data-processing managers know this. 
They also know that, however decrepit their ^ 
old systems may be, their companies simply = 
cannot run without them. Beset bya mount- - E 
ing pile of requests for modifications to ex- » 


‘isting systems, and tight budgets, many har-. 
ried computer managers feel that they- 
~~ style systems into almost-new. 


cannot spare time or money for new skills; 
they must hire more COBOL programmers to 


fix the old. That reduces the backlog of . 


"fixes", at the cost of postponing still fur- 
thet a root-and-branch reform. 


-- The Index Group, a firm of consultants, 


selves really there. Translated int 
old systems: instead of constantly t 
. to build the new. 

| sued is that the effort is entirely w 


: Companies must define how 
technology fits in with th 





: "te-engineering". 


Anderson and Price Waterhou 





proposes a bold solution. ida dis i 
ents, in effect, to design a castle i in th 
then pretend that they are living in 
morning, they will wake up to 





the key to Index’s technique is to 



























































with them, use them as a platform: on 
. This approach is not easy. The fir 


company does not know: what 


strategy. From these. broad goals 
then derive a "data architecture 
print of what information is needed 
in the company—and how it will | | 
plied by the computer. | 
Having laid diis. a 
print, the second difficult 
walling off the old system. 
of the problem ds techni 
building a "gateway" to lit 
the old system with the ne 
But the most vexing problem 
' managerial Maintaining the 
discipline of not changing th 
old system is hard. Users ar 
^. . not happy to see their: urge 
requests postponed until t 
new system can be built Cot 

. puter programmers find it h 
_to resist a last little fiddle. 
- — Still, the approach wo 
l ‘especially on big projects. 
bank used a similar methi 
"Operation Paradise 
ant effort which; du 
1970s, moved much c 0 
 puting from corpora 
frames to departm 
~ computers. In co 
of America's vacilla 
tween renovating the 
building the.new helped 
- ate one of computing 
disasters: an $80; 
which never did manage to impro 
istration of its trust department. | 
i Walling off old systems is not 
way to improve them. Bachman l 
tion | Systems, a Totum firm. i in 


tion of software tools that can conve 
So-called "systems integrator 


Cap Gemini Sogeti, EDs or the coi 
consulting people at accountants 










help in building n new computer syst 










aR as temporary : programmers to 


ple turn their attention to the new. In- 
ca firm of information-technology mar- 
atchers, estimates that European de- 
ind for such integration services will grow 
ore than an a year during the next 
years, to nearly $40 billion. - 

¿Even when draconian measures and 
rdes of consultants are not required to 






t, 














benefit from a stricter division between 





ge companies which separated computer 
intenance" from new development were 





Mh of th 





University of California at Los 








A a computer journal. 
tms have trouble keeping up the mo- 
f programmers doing dreary mainte- 
nce-work. They can replace the lack of a 
hnical challenge with a business chal- 
enge: learning about the businéss functions 
/hich their systems are meant to support, 
and so breaking down the barriers between 
schnologists and general managers. After 

ll, changing computer systems to fit chang- 








ion—and who can do that better: than 
someone who understands both? 





OBERT NOYCE cine forever 
the worlds both of electronics and 
- of business. As an engineer, he helped to 
| invent the semiconductor, cornerstone 

ofthe information revolution. As a busi 


home in Austin, Texas, of a a heart attack. 
He was 62. . 

.* Son and grandson of Caa 
t preachers, -Noyce 
rew up in small-town - 
ywa. Though:he stud- 
d physics and math- 
matics at university, c<- 
loyce had thought ofa. 
 insurance— 
















ue at p co party. ie ; 
redom pushed him to b 


a ‘Guinness 


Stout fellows 


isi the old while a company's own. 


ert old systems into new, firms would: 
two. Data-processing departments of 
en more efficient, according to a study by 
*. Burton: Swanson and Miss Cynthia: 


The: Communications of the. 


ng business needs is the purpose of automa- 





T of an entrepreneur 


- nessman he was one of the pioneers of | 

Silicon Valley's innovative style of entre: - 

preneurship. On June 3rd he died at his Fairchild. A few years later, Noyce left 
microprocessor and still the world’s most 
innovative semiconductor company. 
























UINNESS, the British distiller that 


boasts brands such as Johnnie Walker. 
beds and Gordon's gin, pops up in British . 
newspapers almost as often as the Princess 


of Wales. The prosecution of the company's 
erstwhile chairman, Mr Ernest Saunders, 
(Guinness's directors are alleged to have 
conspired to boost its share price during a 
bid battle in 1986), continues to run and 


run. A Dynastystyle battle for control of- 
 Guinness's French suitcases-to-champagne 


associate, Moét Hennessey Louis Vuitton, 
(LVMH), has lent glamour to newspapers’ fi- 


nancial pages. Latest episode in the saga: a 


tender by. LVMH on May 31st for an extra 
12% of Guinness’s shares, taking its total 


stake up to 24%. The British company ab 


ready owns 24% of LVMH. 

Newspapers aren’t the only ones grate- 
ful to Guinness: for the moment sharehold- 
ers are too. Best performer among the Lon- 
don Stock Exchange’s top 100 stocks last 
year, Guinness produced a cork-popping set 
of results for the year to December 1989. 
Pre-tax profit climbed by a third to £691m 
($1.1 billion), on sales up 15% to £. i bil- 


lion. In financial terms, the company’s in- 


vestment in YM has performed beauti- 








Pan APT P ENHAUA 


| 
EE: i 
the. transistor, to join him at the com: | 
pany he had set up to exploit his inven- 
i 

| 

i 


tion. Noyce flew to California, bought a 
< house on his 


' and never looked back: When Shockley 





| way to the job interview, 


proved a maladroit businessman, Noyce 


. and seven of his colleagues left to found .- | 


Fairchild to found Intel, inventor of the 


= Though still Intel's 
vice-chairman, Noyce 
_ Spent most of his ener- 
. gies in recent years on 
' Sematech, a govern 
mentfunded consort- 
tium set up to promote 
American chip-technol- | 
ogy research. Having be- 
gun his career as a rabid 
individualist, he ended 
it searching for a collec- 
tive response to what he 
saw as a concerted Japa- 
nese attack on the 
' American electronics in- 
dustry that he had 
helped to create. 
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GUINN 
Whose shadow? 


fully. Costing about £1 billion wher 
Guinness. bought it during 1988 and 1989, 
the stake is now worth 40% more. It has a 
practical use too—the companies save by 
sharing sales-forces in Japan and America. 
To keep things this rosy, Guinness has 
two related problems to overcome. The 
most pressing is its relationship with Mr Ber- 
nard Arnault, the French financier who 
now controls LVMH. Guinness’s stake in 
LVMH is owned through a holding company 
which Mr Arnault controls. So although 





Guinness directors sit on LVMH’s board, 


they have no real power. In contrast, LVMH's 
directly held stake in Guinness gives Mr 
Arnault by far the biggest single shareholder 
vote in the British company. Should 
Guinness wish to sell its stake in LVMH, Mr 
Arnault has right of first refusal. Should Mr 


Arnault wish to sell his stake in Guinness, 


the British company can intervene only if 
Mr Arnault’s proposed buyer is not French. 


The lop-sidedness of this arrangemen 
has the City talking takeovers, especially 
since LVMH's offer for extra Guinness 
shares, although previously agreed between 
the two firms in theory, seemed to take 
Guinness’s management by surprise. Mr 
Anthony Tennant, Guinness’ s chairman, is 
anxious to dispel such gossip. “We are mak- 
ing more money with each other than we 
would without each other," he declares; “I 
don't want to get involved. in the manage- 
ment of their business, and he (Mr Arnault) 
doesn't want to > get involved in the manage 


ment of ours.” 


For the time being Mr Tennant: can 
probably be believed. With Guinness’s 
share price standing at 15 times its earnings, 
and LvMH's at 18 times, a hostile bid by ei- 
ther company for the other would be expen- 
sive. It would also run into political difficul- 
ties—LVMH is France's largest company by 
stock-market capitalisation, and. Guinness 
accounts s for nearly 40% of Britain al 
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Toppling the business cycle 


The world economy is in its eighth year of growth and a recession is 
I long overdue. Whatever happened to the business cycle? 


AMERICA’S economy has now been 
‘| £X expanding for 91 months. It still has 
| some way to go before it tops the 106- 
month boom of 1961-69 during the Viet- 
nam war, but this is already the longest- 
| ever expansion in peace time. Indeed, 
< excluding the Vietnam war, the past six 
American upswings lasted an average of 
only 35 months before the economy 
switched back into recession. Doomsters 
fear that the next recession will also be 
— longer and deeper; optimists argue that 
the business cycle has been broken. 
If the OECD's latest. projections turn 
. out to. be correct, then the world expan- 
sion has some way to run. Its forecasters 
have pencilled in steady GNP growth of 3% 





I^ this year and next for the 24 rich econo- 


mies. But just because the world avoids 
outright recession (defined as two or more 


quarters of negative growth), it does not - 


mean that the business cycle is dead. A 
. downturn does not have to be a full-blown 


recession with a collapse in output; it- 


might instead take the form of a slow- 

down in the rate of growth. T 
The output of the industrial econo- 

mies seems to have become less bumpy 


since the second world war, with fewer de- 


clines in output. The chart shows the ratio 
of the level of real GNP to its trend level 
since 1960. Greater stability is particularly 
marked in West Germany and Japan. Re- 
search suggests that the length of the busi- 


ness cycle has not changed, but that ex- 


^ pansions have become longer and down- 
| swings shorter and shallower. Mr Victor 
. Zarnowitz, of the University of Chicago, 
has calculated that since 1945 the average 
- downswing in America has lasted only 11 
months, compared with 21 months dur- 

| -ing the six previous cycles. 

Scholars have come up with numerous 
theories to explain the business cycle, 
from the mundane (the interaction of 
consumption and investment) to the in- 
sane (planetary alignments). Is the muting 
of the business cycle something to do with 
global warming? Perhaps, but economists 
-j prefer other reasons why economic activ- 

|. ity has become steadier. 
@ The shift in output from manufac- 
turing to services. The demand for most 
services is much less sensitive to changes 
in income than the demand for goods, 
partly because services, unlike goods, can- 
not be stored. Also, most services are less 
capital-intensive, and investment tends to 


be the first thing to be chopped when the . 


i. going gets tough. In America dis idis 





in government and private "non-cyclical" 
services (ie, excluding capital-intensive 
services such as transport, communica- 
tions and utilities) has jumped from 2896 
of all jobs in 1899 to 6476 now. 

è The surge in government spending, 
from an average of 28% of GNP in OECD 
countries in 1960 to 4196 today, has had a 
cushioning effect because the public sec- 
tor does not shrink during recessions. 
“Automatic stabilisers” have also played a 








bigger role. Taxes automatically ik i 
and socialsecurity benefits rise as the 


economy goes into recession, which helps 
to prop up household income. 

e Better methods of stock control. 
Computers now give retailers and manu- 
facturers up-to-the-minute information, 


allowing them to match production more 
closely to orders and so avoid an involun- 
tary build-up of stocks. In the past, un- 


wanted stocks of products would pile up 


rapidly as demand slowed, forcing firms to . . 
close factories and sack workers to trim 
stocks back. The slashing of stocks often 
turned a soft landing into a hard reces- 
sion. Destocking in Britain in. 1980 ac- 


counted for more than the whole of the 


slump in GDP,. while underlying demand | 


continued to expand. - 


-@ Financial reform. 'Sóine of the worst 


recessions before. thew war were aggravated 


smooth the business cycle in future years 


could yet be reversed. 


crunch to follow— is not implausible. 


' was the locomotive for the: world ec 
em, giving Japan and West Germ: 


| ports should help to keep America a 


| champagne. Perhaps the biggest risk t 
-südden trade war, oil-price rise, debt d 


: before OPEC doubled the price of oil an 


brisk growth. - 








by financial crashes and conseque 
credit crunches. Today, prompt inter 
tion and co-operation by central bar 
can avert such panics. The October 1 
crash hardly touched the real economy. 

These four changes will continue t 










































































and so ward off the feared depression. Bu 
other factors have also played a part 
prolonging the current expansion. ` The 


è Lower inflation. Previous expansion: 
were typically brought to a halt by risin 
inflation, which forced governments 
slam on the monetary brakes. That is wh: 
eternal vigilance on inflation is the bes 
way to prolong an expansion. Central 
banks tend to understand this, gove 
ments not. In America, for instance, thi 
White House is trying to bully the F 
into easing up in its fight against inflatior 
Moreover, the Fed is worried about th: 
build-up of America's corporate debt; and. 
the evident fragility of its domestic finan 
cial system. The result is a reluctance ti 
raise interest rates. A gradual upward drift 
in inflation—with an old-fashione 


ə The oil-price collapse in 1986 was 
nicely timed, giving a boost to growth just. _ 
as the economies of America and Japan | 
had started to slow. Doomsters still fret’ 
about a renewed surge in oil and other 
commodity prices. X 
Perhaps the biggest reason for hopin 
that a world recession can be avoided i 
that the big economies are currently less 
synchronised than for many years. In the: 
1970s, countries’ business cycles were 
closely aligned: they boomed and went 
bust in step. Today, the lack of syr 
chronisation is reflected in the huge exte 
nal imbalances between the big thre 
economies. Ín the early 1980s Amer 


ported growth. Today, domestic der 
is sagging in An i 9 
remains buoyant in Japan and Wes 
many (which grew at an annual r 
10% in the first quarter of this year). 
Strong overseas demand for thei: 


Britain out of recession. At the same tit 
the shrinking external surpluses of J 
and West Germany, as they meet more 
the rise in domestic demand with i impo 
will help to keep inflation at bay. 
. Even so, it is too soon to pop th 


expansion is always the external shock 
fault, what have you. In early 1979, jus 


pushed the world into recession; mos 
forecasters looked forward to conti 





BUSINESS 


gia-laden Scotch whisky industry. 

Guinness needs LvMH's help to solve its 
second problem—falling alcohol consump- 
tion. Impact International, a drinks-trade 
newsletter, reckons that consumption of 
spirits—which contributed 70% of 
Guinness's profit last year—has been drop- 
ping since 1979 in America, since 1985 in 
Japan, and since 1986 in Europe. Guinness's 
answer is to cajole drinkers into "trading 
up" to costlier típples. Enter LVMH’s 
Hennessey cognacs and Moét et Chandon 
champagne. “It’s not volume, but value, 
that we're talking about, " says Mr Tennant. 

Despite Mr Tennant's assurances, trad- 
ing up cannot go on for ever. Alcohol ad- 
vertising restrictions are the biggest threat 
to the process—premium brands need to be 
supported by big advertising budgets. Once 
prices get too high even consumers start 
complaining. The fact that Japan’ s imports 
of Scotch rose 5596 on the previous year af- 
ter the removal of an alcohol tax in April 
1989, shows that even fat-walleted Japanese 
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businessmen are not completely immune to 
the expense of getting drunk. 

Guinness may talk big about the pros- 
pects of the spirits trade, but the firm isn't 
putting all its money where its mouth is. In 


December it announced the purchase of 


44.596 of Sundance, a fizzv-fruit-drink man- 
ufacturer, from Stroh Brewery in Detroit for 
a total of $37m, with an option on the re- 
maining 55.5%. Mr Tom  Corran, 
Guinness's new head of corporate strategy, 
admits that “in the back of Guinness's mind 
is the feeling that they ought to have some 
knowledge of the soft drinks market." 

"I don't think we are in the alcohol busi- 
ness as such—we are in international pres- 
tige brands," adds Mr Anthony Greener, 
head of United Distillers, Guinness's spirits 
division. For that optimism to become real- 
ity, Guinness will have either to attempt the 
tricky business of building up prestige non- 


“alcohol brands of its own (as it hopes to do 


with Sundance), or grit its teeth and spend 
money on somebody else's. 





Prescription drugs 


As advertised on TV 


NEW YORK 


MERICANS already spend nearly twice 
as much per head on their health as the 
French or Germans, and three times as 
much as the British. The bill now threatens 
to soar even higher as Upjohn, Pfizer, Bris- 
tol Myers and other big drugs firms seek to 
persuade people through newspaper, maga- 
zine and television advertisements, to put 
pressure on their doctors to prescribe this or 
that medicine for their ailments. 
Until now, over-the-counter medicines 


have been freely advertised in the mass me- 
dia, but advertising for “ethical” drugs— 
those that can be obtained only on prescrip- 
tion—has been aimed only at doctors, 
through medical journals. Some critics de- 
tect no deep concern for ethics in either 
form of advertising. But at least there was a 
boundary. Now it is being blurred. 

Doctors are uneasy. They say mass-mar- 
ket advertising creates a demand from pa- 
tients based on insufficient knowledge. It 


One medicine and only one, 
. has been proven to 





Nicorette's prescribed pitch 
76 
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also incites patients to second-guess their 
doctors. Health-insurance companies too 
are worried. The cost of prescriptions al- 
ready tops $33 billion a year in America, 
and they pay much of it. 

Among the most gung-ho proponents 
of direct-to-consumer advertising of pre- 
scription drugs is Mr Robert Portman of 
M.E.D. Communications, a medical advertis- 
ing agency with annual billings of $100m 
based in Woodbridge, New Jersey. He says 
this sort of advertising will eventually help 
both the patient and the doctor by making 
the patient more informed and thus better 
able to participate in treatment. 

Drugs companies plug the same line. 
Their first mass-market puffs were coy. Up- 
john was among the pioneers. Its early ad- 
vertisements for Rogaine, a purported cure 
for baldness, did not even mention the 
drug's name. Instead Upjohn advised bald- 
ing men to go to see their doctors—in the 
hope that they would prescribe Rogaine. [| 

The latest Upjohn advertisements a 
very different. "Two million men just like 
you have used Rogaine ... Your doctor has 
the proof. And the prescription". Equally 
aggressive are advertisements for products 
like Lexis Pharmaceuticals’ N.E.E. contracep- 
tive pills, Pfizer's Procardia xL, a heart drug, 
Marion Merrell Dow’s Nicorette, aimed at 
weaning smokers off cigarettes, and the 
same company's Seldane, touted as a non- 
sedating anti-histamine. Ciba-Geigy, Bristol 
Myers and Pfizer are among the drugs com- 
panies that have petitioned the Food and 
Drug Administration to ease its restrictions 
on television commercials for prescription 
drugs. 

Sometimes puffers fall out. Marion 
Merrell Dow is co-sponsoring a “public-ser- 
vice" advertising campaign that dramatises 
the risks of driving under the influence of 
over-the-counter anti-histamines, which can 
cause drowsiness. Warner-Lambert, which 
makes an over-the-counter anti-histaming@ 
called Benadryl, is not amused. 

So-called "news videos” created for the 
drugs companies are just as controversial. 
These slick new product announcements are 
sent to television stations across America 
and are designed to slip smoothly into news 
programmes. They often get huge exposure. 
A recent video from SmithKline Beecham 
for Eminase, a-heart-attack drug, was seen 
by 27m American viewers. 

Not all puffs work. Rogaine (“the only 
product ever proven to grow hair") has 
failed to sprout big sales or profits for Up- 
john. Lexis Pharmaceuticals made a mistake 
in concentrating attention on N.E.E.'s 5096 
price advantage over its chief competitor, as 
if price—not safety—was what women 
worry about. But the new tactics have scored 
more hits than misses. Direct-to-consumer 


advertising has helped make Seldane a pre- 
scribed best-seller. 
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| Business | in Singapore - 
A snappy little - 
dragon 


: SINGAPORE 






| } Ai AGINE a Country run like a company 
A and you've got Singapore. Under the all- 
“-too-firm leadership of Mr Lee Kuan Yew, its 
chairman and chief executive for the past 
. quarter of a century, Singapore Inc has pros- 
- pered mightily. Turnover (ie, GDP) has in- 


- creased by an average of 9% a year during: 


his tenure and its employees are now richer 
than those working for inferior businesses 

. like Spain or Ireland. ! 
Singapore's management is not resting 
on its laurels: its "corporate strategy" is to 
achieve a standard of living as high as Swit- 
zerland's by 2000. To do this it needs to per- 
| ade its joint-venture partners—the multi- 
ational companies which have invested in 
> Singapore—to progress from plants that as- 
semble, package and distribute products de- 
signed elsewhere, towards using the island as 
à centre for research and development. 
Like any well-managed global company, 
Singapore knows that marketing is a key to 
success. This month it invited over 1,000 
corporate chief executives to a slick three- 


day conference at which they were told by 
Mr Lee, his son, the chief executives of NEC, — | 
Glaxo, Thomson, Matsushita, IBM, Sje T 


Singapore at their peril. 


Most. needed little convincing. Singa- 
pore lies at the heart of the world's most dy- 


namic economic region. It is Asia made easy: 


the language of business is English; policies. 
are rational, predictable and welcoming to . 
foreigners; the infrastructure works; its Eco- 


nomic Development Board deals with the 


E formalities, can provide factory space and = | 
^ ^ow even arrange for students undergoing © 


«echnical training to be “earmarked” for a 
particular client. Best of all is the quality of 
its workforce, which has been rated best in 
> the world in each of the past ten years by 
Business Environment Risk Information, an 
American consultancy. | 

Is this workforce up to its management' s 
dream of an information-intensive econ- 
omy, which tackles only high-value-added 
- products? A few examples suggest that it at 
^]least has potential. NEC has a super-com- 

. puter in Singapore—the only one in South- 

. East Asia, because nowhere else in the re- 
gion has a communications network that 
can cope with the flow of high-speed data 
transmissions, or workers sophisticated 
enough to make a super-computer pay. NEC 
- has also set up the Japan-Singapore Institute 
| of Software, which Mr Tadahiro Sekimoto, 
| wEC's president, thinks has “enormous 
Us growth potential". Apple is developing its 

ies empare screens in Minpipote- Glaxo 
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mens, Olivetti-and more that they ignore 4 





Going up 


has based its slobal research into central- 
nervous-system disorders on the island. 

An impressive list. But Singapore has to 
overcome two big handicaps before it can 


- achieve its goals. The first is size—its popu- 
lation is only 2.7m. Is that enough to. 
achieve the critical mass of population, uni- _ 
„versities and high-technology companies tö- 
. ei its ambitions! Mr Lee Hsien Toong, 


























Ton: are rare in most busi- 





now, in the kindly 1990s, even adm 


maybe not. | | 
- — À year ago Mr Martin Sorrell's WPP 
| Group bid for the Ogilvy Group, which 
is based around the Ogilvy & Mather 





that odious little jerk gives me the 
creeps,’ declared Mr David Ogilvy, 
founder of Ogilvy & Mather, from his 
retirement chateau in France. 

- - While even Mr Sorrell’s wife would 
-have difficulty claiming that he was tall, 
: many at WPP resented by Mr Ogilvy's de- 

scription—particularly as "jerk" was 
rumoured to have been a polite form of 
what he actually said. Nevertheless, Mr 
Sorrell captured Ogilvy, making wPP the 
world's biggest marketing-services group 
(it also owns J. Walter Thompson). 

After his sizeist comments, one might 
have expected Mr Ogilvy to be sentenced 
to a diet of croissants and Perrier. In- 
stead Mr Sorrell made him chairman (al- 
beit non-executive) of wer. A picture of 
Mr Ogilvy that makes him look like Burt 

Lancaster appears prominently in WPP's 


EAR EE 


be more difficult. Creating a genui s 
- need a degree of domestic ane e 


remain reluctant to use their highes tec 


William Tell or two to challenge the curren 
way of doing things. 


nesses and unheard of in advertising. But Ogilvy is described as Tavern 8 oni — 


are learning to love each other. Or 


— bers the term. On the back cover of th 
agency. "The idea of being taken over by — 
phone numbers, is 
ers who ask for extension 213 will 







































































Mr Lee Kuan Yew’s son, says that wh 
problems of size cannot ‘be eliminated 
can be reduced by, for example, avoi 
large-scale industries such as cars and D 
chips, and by setting up a “growth tri 
with Indonesia and Malaysia. 
Overcoming the second handicap 





a skilled and bedent T lew 


to develop new products, as many 
companies—particularly the Japanes 


nology away from home. Singapore is 
and many of its brightest people wor! 
foreign companies—two good reasons 
signs of local entrepreneurship are s 
thin on the ground. 

The interesting question is whether 
style of management that has led to success 
over the past 25 years is the right sty 
foster entrepreneurs. What appears to som 
Singaporeans as clear-sightedness and 
drive to succeed is to others a stifling level of 
interference. Last year 4,700 Singaporeans 
emigrated. Most of them were well-qualified 
professionals. Perhaps if Singapore i is to be- 
come the Switzerland of Asia it will need 


rece iN 


latest annual report; Mr Sorrell does not 
appear at all. Later in the report Mr 


ing to pick up his (undisclosed) = be 
from an “Odious Little Jerk” is not re- 
corded. But Mr Sorrell certainly remem: 


annual report, among various WPP- tele- 


"OL]—x213"; 


that it is Mr Sorrell's office. - 









































































OVIET managers are elected by their 
J workers. Since the old law on state en- 
rprises came into effect two years ago, all 
isinessmen—-from directors of enterprises 
workshop. managers—have had to be 
sted in by their subordinates. Imagine Mr 
obert Stempel, the new boss of General 
otots, on thestump in Detroit, drumming 
support among car workers for his plans. 
. member of the government's eco- 
nic. reform commission now admits that 
was "our biggest mistake", It certainly 
torpedoed any notion of managerial respon- 

bility. An incompetent plant manager at 


| example of by headquarters because of 
mistakes he made in introducing a 
new model of electrical motor. The 
employees’ council immediately re- 
elected him. Stories like this abound. 
The. new law scraps mandatory 
election. of managers and replaces it | 
with a vague formula which says that - 
each factory can decide for itself 
whether or not to hold elections.. 
Councils of employees will have the * 
right to approve or reject state plans, 
capital investment programmes and 
Other decisions. Workers and bosses . 
are now supposed to decide together 
- how to run their firms. | 

_ This may sound like a recipe for 
shaos, but the bits of the law that. 
were already in place have started to 
rid the Soviet economy of one of its 
worst features—the universal indif- 
atence of the workforce. 


xercise earlier powers to modify 

e plans a bit, by vetoing the occasihal 

ttainable target. Zil, Moscow's largest 
aker, persuaded dollar-hungry bu- 

trim their unrealistic export de- 

89. In an extreme case, at a fur- 








lavi, a. hewl y-elected manager. dele- 
Imost all aithoricy to small produc- 
eams is by ae them i into ai to 


one electrical factory, for instance, was made 


Ibsession with Russia’s macroeconomic : fáilure has led most t people t to 
verlook another aspect of ueram reform: management. A new “law on 
z te enterprises’ ’, passed in early June, promises to improve matters 


Managers then ‘announced output dous 
for the year and that was that. Vig 
in the. wester sense i did not exist. 








et 1 he want; fot eee price 


nly for monepol | 
money from firms only. through: taxes | on 
profits. Unfortunately, this is all far less radi- 
cal than it sounds, because virtually every - 
sector of the Soviet economy is dominated 
by monopoly producers, and the law does 
not define what "profit" is. So the old sys- 
tem, under which ministries continue to 
take important decisions badly, will remain. 
One might think the immediate result 








Most councils have already begun. Too hard-boiled to manage? 


of delegating power to workers: while not 
delegating it from ministries would be to 
leave managers with even less authority than . 
before. Not so, in fact, because the old com- 
mand system is being replaced with a new 
system of decision-making within factories. 

The new way is a ritualised, five-stage 
form of consultation that works as follows. 
First, the manager calls together the employ- 
ees’ council and announces a broad policy 
goal—say, the ministry has told us to in- 
crease output by 896 this year. 

Stage two takes place over the next few 
weeks around tea-tables and in corridors. 
The workforce thrashes out its ideas and 
then-—stage three-—presents a proposal at 
an informal meeting with the manager. This 
stage is a characteristic Soviet ritual: you see - 


it on. television. when president. Mikhail 





` Gorbachev is awash in a sea of citizens all 


shouting demands and questions at him. 
Stages four and five take place in the 


E boardroom. The managers debate the work- 
- ers’ proposal and come up with a final deci- 
. sion. The boss then announces it at another 


meeting which reverts to the formality of 


- stage one. He does not have to follow the 
` workers’ proposal, but does have to show he 


has taken some account of it, He must also 
take personal responsibility for the decision. 
This process is worth explaining at 


. length» because it has three important 
.. characteristics. First, it is time-consuming. 

: Western companies, faced with fast-chang- 
they can get. The government can fix prices 


ing technologies, are obsessed with “time- 
based management strategies”. In Russia 
markets hardly change at all, so companies 
do not regard time as a cost. 

Second, it offsets some of the problems 


. of different kinds of decision-making. If you 
' delegate authority, you risk different groups 


taking conflicting decisions. Centralise 
and you sap incentives. The Soviet systei 


tries to get the best of both worlds, rather as 


the Japanese system. does. | 
The system’ s third characteristic 
is its most important: it cements the 
. relationship of workforce and man- 
ager. This is an advantage to individ- 
.. ual factories because it encourages 
people doing a common task to work 
-closely together. Soviet workers speak 
of "our" factory or "our" group in 
much the same way as Japanese work- 
ers speak of "our" company. 
There is one big snag in all this. 
. Take a recent dispute in Russia's big- 
gest industry, oil. In March the work- 
ers of Tyumen, which produces 6096 
of the country's oil, threatened to go 
-on strike. An ordinary attempt by 
workers to increase their standard of 
living? When the workers convened a 
-conference with the Soviet oil minis- 
try to resolve the dispute, their del 
gation showed that the dispute was 
far from ordinary. Of the 200 dele- 
gates, 150 were managers; managers 
alio accounted for 19 of the 20 members of 


the supposed “workers’ commission" set up 


` to oversee promised concessions. The dis- 
pute really concerned the management of 
the oil industry, and the low domestic cost 
of oil. It ranged all the workers and manag- 
ers on one side against the ministry on the 
other. . 

This kind of conflict has little to do with 


*. the reform of Soviet management itself: the 


problem lies with the continuing authority 
of the ministry and the government’s use of 
the oil business as a means of subsidising the 
rest of the economy. Until such broader eco- 


“nomic questions are tackled, it is impossible 


to know whether the reform of Soviet man- 
agement will lead to more efficient decision- 
making within firms. 









8.03 am. Back at the Regent of Melbourne, 


a broker works out six weeks of frustration on the rowing machine. 
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he finest edition you can find of Moby 
Dick is the great Easton Press leather- 
` bound edition. Now you can have this 

$ luxurious book (a wonderful value al its 
regular price of $36.50) for the price of 

 apaperback— only $4.95 — with no 

-obligation to buy any other book. You 

cep Moby Dick for $4.95 forever! 













Why is The Easton Press making this, 
dare we say it, whale of a deal? Because we 
‘think voull be delighted and astonished 
when vou see the quality of vour first Eas- 
ton Press leather-bound edition. When vou 
feel the quality of the leather, and hold the 
heft of the book. When vou look at the 
beauty of the binding, and see the gleam of 
the 22kt gold inlaid on the spine! 

Frankly, we are hoping you will be s 
taken with this first volume that you will 
want to own additional leather-bound edi- 
ions from The 100 Greatest Books Ever 
Written. But you are under no obligation to 
do so. 


Replace those paperbacks 
and forgotten best sellers 
with leather-bound classics! 





























Theres a time in vour life when you 
will want to replace vour paper- 
backs and forgotten best 
sellers with a library of 


beautiful and important books. Thats what 
a great library is all about... books so mag- 
nificent that they are vour pride and joy... 


a statement about vou. And a library of 


leather-bound books is the best of all. 





Each book bound in 
genuine leather 
with accents of 

22kt gold. 





Real Value! 
The books in this collection are a genuine 


value, not cheap reprints. Not poor-quality 


editions in imitation leather. Easton Press 
editions are the real thing. Real leather edi- 
tions of the finest quality. Heirloom books 
elegantly bound and printed on acid-free 
paper so that they will last for generations. 
Yet the cost is not expensive. For little 
more than the price of ordinary-looking 
hardcover books vou can own these 
extraordinary editions — books that are 
admired and collected in 131 countries 
around the world. Books that you will be 
proud to display in vour home — forever! 


Classics by Brontë. Dickens. 


Dostoyevsky. Shakespeare. Twain. 


au 


Who remembers most of yesterday's best 
sellers? You can be sure the world will never 
forget the works of Shakespeare. Milton. 
Dostoyevsky. Dickens. Tolstoy. Twain. These 
are the greatest authors of all time — rep- 


resented here by their greatest works! (We 


include a list of all the titles with your $4.95 
book: you then get to choose which books 
you want to receive!) 


Each volume is custom-bound for you. 


you dont see luxurious leather-bound books 
in most homes, which is all the more reason 
you'll be proud to see them in yours! Nor do 
you see these Easton Press leather editions 
for sale in bookstores. They are made avail- 
able directly to you. — with no bookstore 
mark-up and no distribution excesses. This 


_ is what lets us keep the price low and the. ee 
_ quality high. age 
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Superior craftsmanship and mat 
into each Easton Press edition. 
quality leather. Acid-neutral pap 
page ends. Satin ribbon pag 
Moiré fabric endsheets. Supert 
tions. Hubbed spines accentet 
cious 22kt gold. z 




































At just $4.95 you have nothing t 


Own Moby Dick for $4.95. For the pr 
paperback, own this luxurious edi 
right. Then, whether vou buy anyulir 
ther is entirely up to vou. Obviously: 
this book for a fraction of what it cos 
make. We do so in confidence that., | 
be truly impressed. dj 
To take us up on this unusual op D0 
simply call us, toll free, at the 
shown. or mail the reservation app 
below | 


CALL TOLL FREE: 1 800-367 45 


€ 


a 
The Easton Orr 


Reservation Application 
The Easton Press 
47 Richards Avenue 
Norwalk, Conn. 06857 




















Yes...send my leather-bound edition ¢ 
Dick for me to keep forever at just $4 
reserve my subscription to The 100: GE 
Books Ever Written. If Tlike this book 
further editions at the rate of one per 
$36,530* cach — with this price held: firt 
next two full years’ 

i understand you will send me a lis 
titles in the collection. I can tell you 
any, 1 do not want, and Lam free to tel 
lo send me no further books at all iff 
decision. | may return any book wit 
for a refund, and either party may. 
subscription agreement at any tim 
Heres how | want to pay for my $ 
Dick and future volumes (unless Et 
ey ET 

J VISA LI MasterCard © 


; American. Expres 










Credit Card No. 


(1I prefer to pay by check, (84 95 
Name | 
Address 


City — 








In days gone by, airline tickets were issued manually; a tedious 

consuming affair. Today, we've revolutionised the process. Our 
computerised reservation and ticketing system is on a par with that of the 
world's leading airlines, allowing us to make your international reservations, 
confirmations and connections with just a keystroke. 


Hi-tech ticketing by gracious, attentive counter staff now ensures that all 
your travel arrangements are efficiently made in minimal time. 





The Right Stuff 


Brasilia, Sao Paolo 


Brazil's newly elected president, Mr Fernando Collor, is interested in jet- 


powerful motorcycles 
tame i ion and promote ente 
try's government and economy. 


ITTLE more than a decade ago, most Bra- 
zilians and, worse luck, more than a few 
foreign bankers confidently predicted that 
Brazil would join the ranks of the world's de- 
veloped countries early in the next century. 
They had good reason to be optimistic. Be- 
tween 1965 and 1980, the country's econ- 
y had grown by 996 a year—as fast an ex- 
ion as the Asian dragons achieved over 
the same period. If Brazil had kept that up, 
its economy would have been bigger than 
Canada's by 1986, and bigger than Britain's 
by 1991. 

Since then little has gone right. In the 
last ten years income per person has not 
grown at all. Inflation has averaged 26096 a 
year. The country has, in effect, twice de- 
faulted on its huge external debt. Invest- 
ment has collapsed. The gap between the 
rich and poor has grown—and it was al- 
ready strikingly wide. 

Mr Collor, like most incoming presi- 
dents, promises change. Unlike most Brazil- 
ian ones, he says the way forward is less gov- 
ernment, not more. He claims that his goal 
of reducing state intervention is not an in- 
tention but an "obsession". Hence his plans 
to privatise Brazil's massive state companies, 
liberalise trade, and eliminate the extraordi- 
nary regulations faced by Brazilian business. 
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radical economic reform. His plans to 
ise call for a transformation of the coun- 
ill he succeed? 


And Mr Collor differs from his predecessors 
in another way: he has started with remark- 
ably bold actions to match his words. As a 
result, many. Brazilians are once more talk- 
ing confidently of Brazil's glowing future. 

Much can happen, as so often before, to 
prove them wrong. Mr Collor already has 
many opponents, and will soon have many 
more. The Congress recently overthrew his 
proposed law to prevent labour tribunals 
from granting big wage increases; Mr Collor 
reintrodued the legislation despite signs that 
to do so was unconstitutional. There will be 
more such challenges. But he remains popu- 
lar with the electorate. If he can capitalise on 
that popularity and keep his anti-inflation 
programme on course, he may succeed. In 
due course his microeconomic reforms 
could indeed transform Brazil's ailing econ- 
omy. Success in that, more than anything, 
will enable the country to put the crisis of its 
foreign debt in the past. 


The Latin curse 


First Mr Collor has to tackle inflation, 
which in the year to April was nearly 
7,000%. Just before the introduction of the 
Collor plan, prices were rising by roughly 
696 a day (chart 1). The new government has 
certainly taken decisive action. On March 





16th, Mr Collor’s first day in power, the 
government froze four-fifths of Brazilian 
savings—about $110 billion, equivalent to 
roughly one-third of official GNr—for 18 
months. Probably nothing as authoritarian 
could ever have been tried by an old-style 
Brazilian dictator. And as Brazil's most 
prominent magazine owner, Mr Roberto 
Civita, remarks, "If a left-wing government 
had tried it they would have been on the 
first plane to Cuba." 

Was this draconian measure necessary? 
For many Brazilians the cure will seem more 
painful than the disease, because the coun- 
try had learned to cope quite well with infla- 
tion. Wages and prices in the official econ- 
omy were continually re-set according to the 
government's prediction for that month's 
inflation. The prices of more expensive 
goods were quoted in OTN's—government 
bonds whose value was adjusted in line with 
inflation every day. The banks had to speed 
their procedures to reduce the effects of in- 
flation on flows of cash: cheques deposited 
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in a bank in Amazonia cleared. 
Sao Paolo the same day. — 
© But all this adjustment — 
took time and effort —and in- 
tion spiralled ever higher., 
As it did so, the poor (ie, most 

Brazilians) grew poorer, be- 

cause many of them lacked the 

protection of index-linkéed 
ages and savings. Many Bra- 
tilian businesses. stopped : 
bothering about their costs, [; m = 
since it was always easy to raise ~ 



















































































term deposit. Around 80% of the profits of 
ie car companies in 1989 came from finan- 
al speculation. All the time the economy's 
nancial sector grew larger. Banking ac- 
uurited for around 5% of GDP in the mid- 
170s; by last year that had risen to 13%. 


royed government finances. Even tó calcu- 
came ever more difficult. On most mea- 


Ires, however, it is big (chart 2). Tax reve- 
ues were worth little by the time they 





(even in inflation-adjusted terms) to per- 


| increasingly unfinanceable, deficit ensured 
- that inflation was self-reinforcing. n 
>o In tackling the problem, the govern- 
"ment was was boxed in by the failure of Bra- 
zil's two most recent anti-inflation plans— 
the Cruzado plan of 1986 and the Summer 
plan of 1989. 

= The Cruzado plan ied to cut inflation 
through a wage and price freeze. This failed 
partly because the weak government of Pres- 
ident Sarney did not cut its spending, and 
partly because of its interest-rate policy. The 
government tried to keep interest rates low, 
arguing that in real terms they were. ade- 
quately high thanks to the promised fall in 
inflation. But the public did not believe the 
omise; looking ahead to rising inflation, 


shed in their savings and spent. j^ 

The Summer plan, launched in Febru- 
ry 1989, therefore kept real (ie, inflation- 
justed) interest rates high. The snag was 
iat as real interest rates rose (chart 3), the 
ernment had to pay more and more to 


prices. They cut investment, as it was easier . 
id more profitable to put money on short- © 


| On: top of all this, hyperinflation de- _ 


te the budget deficit, let alone control it, - 


eached the government coffers, and the 
government. had to pay high interest rates - 


suade the public to lend it money rather 
than spend it at once. This continuing, and - 


terest rates looked absurdly low. People 


| _ 1987 about 10% of the Brazil- 
-ian treasury’ s spending went 


into paying off its debt; in 
1989 two-fifths did; in the first 















i three-fifths, or about. $11 bil- 
went this way. By March of 
confidence in the government 


"interest rate that was (a) low 


i etiough t to. bulsfice the budget and (b) high 
enough to prevent the public from cashing 7 


in their savings. ` 


Against this ago of failed: sob 


icy, Mr Collor reckoned that fiscal austerity 
would not be enough by itself, and so he de- 
cided to freeze savings. The bulk of the fro- 
zen savings is goverriment debt. The freeze 
therefore means that the central bank, for 
the moment, need not worry about financ- 


tral bank’s boss, has begun to restore the 
previously suppressed mechanism whereby 
new government borrowing raises interest 
rates instead of pumping up the money sup- 


ply. As an influential foreign adviser puts it, 
“For the first time a Brazilian government 
- has made monetary policy a central theme of 


its macroeconomic strategy”. 


Monetary doubts, fiscal E 


economy minister, says she has no intention 


_ of conferring: legal independence: on the cen- 


tral bank—which is a pity. In the first 70 


days she (partly inadvertently) released as 


thuch asa third of the frozen savings (ie, up 
to $40 billion worth of frozen cruzados), as 
Brazilians took full advantage of her care- 


lessly granted loopholes to the freeze: some 


withdrawals were allowed for. payment of 
taxes, debts, for the unemployed, retired, 


for charities and so on. 


The money supply grew fast, and infle 
tion still stands at a scary 896 a month. In 
recent weeks Mr Eris has begun to clamp 
down tighter, but Dr Louis Rosenberg, once 
President Sarney's chief economic advisor, 
reckons there is still a 4096 chance that the 


economy will be back to hyperinflation by 


the end of the year. Even if Mr Collor pre- 





. Vails, te will TUR to rae de political i 


service its me d: a on: 
bi consequences of a sharp recession. - 





two months of 1990, almost - 

lion of government spending, | 
| ~ The government could get close to its target 
| .this yéar, there was so little 


. that it was impossible to set an | 


a sady rise in tax rates, the total tax bur- 


The monetary reform will work only if 


. ‚the government manages to bring its budget 


back towards balance. This year the govern- 
ment hopes to turn a projected deficit of 896 
of GNP into a Surplus of 296, which would 
involve net savings of around $35 billion. 


even without permanent changes in spend- 


. ing and taxation. Once-off taxes on finan- 
cial transactions and wealth should bring in 


about 2% of GNP; paying a flat 6% annual 


-real interest on the frozen debt, rather than 
the higher interest it was paying in January 


and February, should save the government 


| another 5% of GNP. 


Next year the government will have to 


 firid longer-term savings. It hopes to raise 


money, first, through privatisation. Four of 


 Brazils ten largest companies are state- 


owned. In the 1970s alone the state acquired 


` around 270 companies. The governme 
ing the debt. It can pursue an independent . 
monetary policy. Mr Ibrahim Eris, the cen- - 


hopes that privatisation proceeds wi 
amount to roughly 2% of GNP a year. The 
minister in charge, Mr Ozires Silva, says he 


“would like to privatise as many companies 
. as possible" but he concedes that 2% of GNP 
-is "optimistic" for this year. 


Mr Collor says he is determined to pri- 


| Vatise one company a month from July on- 


wards. In preparation, banks and pension 
funds will have to buy privatisation certifi- 
cates: from the government amounting to 


$1.5 billion. With these certificates, the 
It is still easy to criticise the government's — 
monetary policy. Ms Zelia Cardoso, the- 


banks will be able to buy shares in the state 


-companies up for sale. The certificates drop 
_ in value the longer the banks hold them, so 


there should be healthy interest in the pri- 
vatisation right from the beginning—de- 
spite the initially doubtful commercial pros- 
pects of many of the enterprises. 

The government is also pinning high 


` hopeson tax reform. Brazil has steep taxes, 


partially offset by a complicated array of spe- 
cial exceptions. Until this year a M, 
company had to pay a variety of industria 
production taxes, a sales tax (of 1796), an 
employee tax (1896 of payroll), a social-secu- 
rity tax (896 of payroll), a service tax (596 of 
the cost of services bought in), a corporate- 
income tax (of 3096, plus various surtaxes), 
and a separate "net profits tax" (of 8%). In 
practice, many companies pus little if 
anything. =. 

Firms fled to die black economy— 
which, depending on whom you believe, is 
equivalent to between a tenth and half of 
Brazil’s official Gop. Other firms stayed 
white or grey, but exploited countless tax 
loopholes. Until 1988 exporters paid no in- 
come tax at all—which helps to explain why 


so many of Brazil’s "exports" never left the 


country. Farming, computer, technology 


and sports companies were let off many 


taxes as well. Special tax free zones were set 
up irí Amazonia and the north-east. Despite 





den fell from 2596 of GDP in 1980 to 2096 in 


1988. 


“President Collor has already abolished - 


just about all of the special tax exemptions. 
Exporters and farmers will be treated like 
. any other category of producers. Most re- 
. gional incentives have been abolished, as 
have the breaks given to supposedly strate- 


gic sectors such as computers and electron- 


_ ics. The government says it will cut tax rates 


~ and reduce the number of different taxes— - 


~ once it has balanced the budget. 


The administration hopes to save an- 


EM 196-296 of GNP by firing personnel. 


. The government employs about 1.6m civil | 


servants. Already 11 of Brasilia’s 24 minis 


tries have been closed. The minister in 
charge of administrative reform, Mr Joao 
Santana, expects to have sacked 360,000 


federal employees by the end of this month, 
(The rest have jobs for life under the con- 
stitution.) He has sold off all non-ministerial 
irs, and. 10,000 governmerit apartments. 





guard's instead. 


If Mr Santana reforms the federal gov- ` 
ernment, immense waste and bureacracy - 


will remain in the states and municipalities. 
These layers of government em- ` 
ploy some 5m. The fantastically 
detailed and regulation-minded. 
Brazilian constitution ensures, 
among other things, that around. 
40% of federal revenues automati- — 
‘cally flow to the states. Mr Collor 
“may well launch an attack on this. 
after November's Congressional - 
elections-—but to change the con- ^ 
stitution he will need a two-thirds ^ 
majority in both houses of Con- vi 
gress, and he is unlikely to get it. 


| Welcome to Brazil 


Perhaps the: biggest change s 
ollor administration hopes. to 

ake is in attacking the thickets of 
regulation that businesses face, 
and. especially those concerning. 

| foreign. trade. 

— Until March of this year, more 
than 1,000 sorts of import, includ- 
ing cars and personal computers, were pro- 
hibited. Any import remotely to do with 
electronics required special approval from a 
government watchdog. All other imports 
needed special licences, and most were lim- 
‘ited by quotas. Companies could buy for- 

eign exchange only through the central 









bank, which often refused to oblige. On top. 


of all this, the average import tariff was 4096. 
Imports last year accounted for 5% of GNP— 
compare that with America'ss 1296, South 
Korea's 2896 and Taiwan's 3396. 
An instructive tale is told by Mr Civita, 
. the publisher, concerning his efforts to buy 
oa printing press. First he had to submit a 
plan of 300 pagest to the UY of industry 





.. would cost, and so on. Then - 
minister, no less, and got the 


. and buy foreign exchange. 
. The bank refused, because it 
said Mr Civita was paying too 
much. After another three | 
months it changed i its mind. Then Mr Civita. 
had to get permission from the electroniés | 


ven the president of the central bank has 
lost his official car; he borrows his body- 


Rio's entrepreneurial spirit 


explaining why he needed the 
press, how many magazines it 
could print, how much it 


nothing happened. After six 
months he telephoned the 


necessary approval. Next he - 
had to go to the central bank © 


watchdog to import the press. That took an- 


< other few months. | 
On taking office Mr Collor udis. 


abolished the list of banned imports. The 
ban has been replaced by tariffs, which for 
cars has been set as high as 85%. The tariff, 


the government says, will be gradually re- 

duced, so that within a few years the average 
should be around 20%. After June 30th all. 
remaining quotas will also be replaced bya __ 
steadily declining tariff. Companies will be 
able to buy and sell foreign currency from. 


commercial banks. The exchange rate will 


 beleft to float. Likewise restrictions on for- 








eign investment are being lifted. 


Domestic regulation is also being cut 


back. Ever since the Portugese first colo- 
nized Brazil just about any business transac- 
tion needs numerous government approvals 


to be lawful. With luck, there will be too few 


civil servants to M RUM the rules that re- 


main. Mr Silva, evidently a passionate be- - 


liever in the free market, heads a committee 


of 25 technicians, whose job is to identify . 


needless regulations: and eliminate them. 
Nobody can say how far these changes 
will go. To crown Mr Collor's other difficul- 
ties, Brazil must wrestle with its huge debts 
to foreigners. If it fails to reach agreement 


with its creditors, the risk is that banks, and 








* 


. probable debt strategy—to negotiate ba 


. Citicorp—should enable it to reduce flow 
-of debt service to a manageable level. 


ciency with which it has used financial re 
 sources—domestic as well as foreign— 


- for everthing they produce. 













































eign investment and encóu 
age even more Brazilian cap 
tal to fly abroad. If, on t 
other hand, the governmé 
agrees to pay interest on t 
foreign debt, it fears it will 
unable to finance domestic. 
-vestment or pay for the i 
ports that freer trade brings 
The difficulties are all too clear. Y: 
Mr Collor's reforms are allowed to w 
Brazil’s foreign debt will not loom near 
large as it has done in the past decade. 
banks themselves are as eager as Braz 
put the debt crisis behind them. Br: 





by bank, rather than through the steer 
committee of banks dominated. 


More important, Brazil's main ec 
nomic problem has long been the ineff 


rather than any lack of foreign money. In. 
other words, it needs better invest- 
"ment more than it needs more in- 
-. vestment. If Mr Collor's reforms 
' work, and especially if he succeeds. 
- inopening Brazil to foreign trade, 
E the economy should be able to 
squeeze much more output fron 
the limited resources to hand. At 
the same time, a steadier economy 
with lower inflation is likely to en- 
courage some of the capital tha 
has flown abroad over the past fi 

- teen years to -return and, eventu 
ally, to spur the domestic supply 
savings for investment. | 
‘Most middle-ċlass = Braz 

. ians—the. people with . pol 
- clout—still support wasteful 
ernment spending and th 
nomic mess that goes with ii 
new president, however bold a 
energetic, cannot change 
overnight. But even Brazil’s: 
tected businesses are tired of paying t 
times the world price for a personal « 
puter, and of having to smuggle impo 
goods or else rely on Brazilian technok 


The time has come for Brazil to foll 
many of its neighbours, and abandon it 
tile quest for a highly controlled, self-suff 
cient economy. Openness to trade will tt 
force the government—if Brazilian bi 
nesses are to compete at all—to relax 
throttling grip on the economy. Mr C. 
seems not only to believe all that, butt 
in a hurry to put it into practice. If onl 
politicians will let him. 





































































EXTRAORDINARY GENERAL 
MEETINGS 


Eurotunnel P.L.C. Registered Office: Victoria Plaza, 111 Buckingham Palace Road, London SW1W OST. 
Registered in England No. 1960271. 


These notices are to holders of Units in bearer form and, for information up to an aggregate nominal amount of £192,000.000, provided that this 
only, to holders of bearer Warrants. 7 authority shall expire at the conclusion of the next Annual General 


| . Meeting of the Company or on 27 September 1991, whichever shall be the 
Eurotunnel S.A. " ` a, a . earlier, save that the Company may before such expiry make an offer or 
: La reement which would or might require relevant securities to be allotted 
otice is hereby given that an E istaordiütaty General Meeting wil be held at _ after such expiry and the Directors may allot relevant securities in 
€ registered office of the Company on 20 June 1990 at 4.30 p.m. (Paris time} . pursuance of such offer or agreement as if the authority conferred hereby 
id, in the event that a quorum is not obtained. the adjourned Meeting will be had not expired. 
id at la Maison de la Chimie, 28 rue Saint Dominique. 75007 Paris, on 27 
June 1990 at 4,00 p.m. (Paris timiel or as soon thereafter as the Annual General 3. That, subject to the passing by Eurotunnel S.A. shareholders at the 
eeting of Eurotunnel P.L.C. shali have ended or been adjourned to consider ' Extraordinary General Meeting of Eurotunnel S.A. to be held at Tour 
and vote on the: following agenda: | o, Franklin, 100 Terrasse Boieldieu, 92081 Paris La Défense, on 20 June 1990, 
: or at any adjournment thereof, of the first of the resolutions to. be 
To authorise the Board of Directors to increase the share capital of proposed at such meeting (a translation of which appears on pages 31 and 
Eurotunnel S.A. maintaining shareholders” pre- emption rights; 32 of the English language version of the circular to shareholders dated 4. 
June 1990) and subject to the passing of the Resolutions numbered 1 and 2- 
To. adopt regulations in the "Statuts" with regard to the disclosure of above and in addition and without prejudice to any other authority 
shareholding levels and for this Purpose. to insert a new article 12 ter in conferred upon the Directors, the Directors be and are hereby empowered 
the "Statuts (*) pursuant to Section 95(1) of the Companies Act 1985 to allot equity 
E j securities (within the meaning of Section 94 of that Act and so that 
remove the element of guarantee from the shares held by Directors and references to the allotment of equity securities shall be construed in 
amend artícle 15 of the "Statuts" accordingly|*); — accordance with the said section) in connection with a rights issue 
| pursuant to the authority conferred upon them by the Resolution numbere 
To amend article 26 of the "Statuts" relating to the rules governing general 2 above. as if Section 89(1) of that Act did not apply to such allotmen 
meetings); > » 25 | provided that: 
Delegation bf powers for the completion t formalities. (a) this authority shall expire at the conclusion of the next Annual 


General Mecting of the Company or on 27 September 1991, whichever 
shall be the earlier, save that the Company may before such expiry 
make an offer or agreement which would or. might require equity 
securities to be allotted after such expiry and the Directors inay allot 
equity securities in pursuance of such an offer or MUR as if the 
power : conferred hereby had not expired: and | 


*These resolutions reflect. recent changes in company law and, "Where. 
"appropriate. are intended to harmonise prapcice between Eurotunnel S.A, 
. and Eutotunnel BLC. . E if sates done 





Furotunnel P PLC. ! (b). for the purposes of this resolution * ‘rights issue" means an offer of 


$ equity. BESTEN open for pui e E for a perpa fixed OY the Directors 







NOTICE IS HEREBY GIVEN thata An EE Generál Meeting of Eurotünnei E 

S BL.C. will-be held at la Maison de la Chimie, 28 rue Saint Dominique, 75007 
Paris, on 27 June 1990.at 4.30 pm (Paris time), oras soon thereafte 25503. 
Annual General Meetings of Euretunnel S.A. and Eurotunnel PLC. and, if... = 
| relevant, the adjourned Extraordinary General Meeting of Eurotunnel S.A. to... - eS i 
cbe held at the Same place and. onm. the Same date shall have ended or. been j holders ela Shure. Wacants to bearer who provide evidence satis- 
adjourned, for the purpose of considering and. if thought fit, passing the . , « -factory to the Directors of their holding as prescribed by the terms 
; following resolutions which will be proposed as to the Resolutions numbered EE of the offer; ~ 

“band 2 as ordinary resolutions and as to the Resolution numbered 3 as a. : » Te, uk 
“special resolution: age UNS 





i) kodes of shares on the register of members € on a fixed record 
. gate; and | 





2dn proportion (as nearly as may be) to the respective Haberi of such 
*« shares held by them or included in their share warrants to bearer, but 
subject. to such exclusions or other arrangements as the Directors 
D ay deem necessary or expedient in relation to (1) fractional entitle- 
Hf and securities not taken up by shareholders or holders of share 
aL That. subject to the passing by Eurotunnel S.A. shareholders at thee .. € x its to bearer under the offer, (2) the granting to shareholders 
° Extraordinary General Meeting of Eurotunnel S.A. to be held at Tour f s "and holders: of share warrants to bearer of the right to subscribe for 
Franklin, 100 Terrasse Boieldieu, 92081 Paris La Défense on 20 June 1990, shares in excess of their respective proportionate entitlements ("excess 
or at any adjournment thereof, of the first of the resolutions to be shares“) and the sca p bun of any such applications for excess 
proposed at such meeting (a translation of which appears on pages 31 and |^ Shares: if more excess shares are applied for than are available for 
32 of the English language version of the circular to shareholders dated . subscription. {3} to the extent that subscription rights under the offer 


Resolutions 





















4 June 1990], the authorised share capital of the Compan y be and is epe are not exercised, the granting of rights to subscribe for shares and/or 
increased from £208,000,000 to £400,000,000 by the creation of 480,000 the allotment of shares tó such other persons and on such terms as the 
ordinary shares of 40p each; such shares to form one class with the Directors may consider appropriate, (4) the suspension of the entitle- 
ordinary shares of the Company now in existence. ment of holders of registered shares in the Company to a share warrant 





That, subject to the passing: by ‘Eurotunnel s. A... shareholders at | the . «holders of share warrants to bearer to be entered in the register 

_ Extraordinary General Meeting of Eurotunnel S.A. to be. held at Tour "^: menibers of the Company in respect of shares included in any shar 
Franklin, 100 Terrasse Boieldieu, 92081 Paris La Défense. on 20 June 1990, -` warrant to bearer, (5) any legal or practical problems under the laws of, 
or at any adjournment thereof, of the first of the resolutions to be ^ ^ or the requirements of any recognised regulatory body or any stock 
proposed at such meeting (a translation of which appears on pages 3land  - | exchange in. any territory including, without limitation, any such 
32 of the English language version of the circular to shareholders dated problems or requirements which may arise as the result of shares in 
4June 1990) and subject to the passing of the Resolution numbered 1 above POSSE the Company being issued in the form of Units (as. defined in the 


ito bearer in respect of the shares concerned and of the entitlement L- 


nd in addition and without prejudice to any other atinorty conferred "Company's Articles of Association)), (6) payment for securities allotted 
the Director , the Directors mE pursuant to the underwriting or making of the offer (which arrange- 
by authorised, generally and unconditio nal y, pursuant to ments may take into account. at the discretion of the Directors, different 
y of the Companies Act 1985, to allot to such persons, at such currency exchange rates in relation to the allotment of such securities). 
? exis terms a5 they think proper, relevant securities (within (7) the granting to some or all shareholders and holders of share 
inj f that section and so that references to the allotment of warrants to bearer of privileges in connection with the offer of securities 

uen i in accordance with the said section) on such terms as the Directors determine, or (8) any other matters. 


Instructions for attendance and voting 


; in. person o orto vote by post orby proxy. you must immobilise your Units; at least 5 days before the meetings. by notifying 

‘ough which your Units are held of your intention to attend and/or vote. If you hold certificates in respect of your bearer Units. 

; Must be deposited for immobilisation with one of the banks listed below. You should also obtain from the relevant bank a certificate 
tion which, H you are attending the meetings in person or by proxy, you or your representative should bring to: the meetings. 


A jou intend to attend. the meetings in person, you. should request an Admission Card through the bank or other institution through. which your Units are 
f requested in sufficient time vou should receive your Admission Card before the meetings, in which case please bring it with T if you do not, ate maey 
attend the meetings provided that your Units have been immobiliséd and you bring with you suitable evidence of your identity. 





f; you do not intend to attend the men scl in n person. you may exercise your voting Fits by using the combined proxy and postal voting form. 





opies of proxy and postal Voas forms. and other documents sent to registered unit holders in connection with the meetings may be obtained from: 


Gish language - National Westminster Bank PLC. Registrar s Department PO Bóx 343, Caxton House, Redcliffe Mead Lane. Bristol Bsoo 7SQ. Eng tand (by post) - 
Nomura Se 'Curities Compan any Ltd, 9-1, 1 Chuo Niħonbashi. Chuo-ku Tokyo, Japan - Enskilda. Fondekommission.Norrlandsgatan 18, PO Box. 16067. S 

weden - Bank Al Saudi Al Fransi. AS OM Al Mu'omenin Street A47, Sector 14E7, Al ba eles al Dist 3. PO Box ke - D: Jeddah, 
5d udi Arabia a (available for collection). 


land voteat the Meetin 
celingz of E 












s may N a proxy t attend c" ona poll, to vote on his/ her behalf. TO vote at the Meeting oÈ Eurotunnel P.L.C., a pr y ne a tbe ime mber of 
: Ad a : proa must: ithe the ae of the unit holder-or any other unit holder. l 















. AVIS DE CONVOCATION 
AUX ASSEMBLEES GENERALES 
EXTRAORDINAIRES 


Eurotunnel S.A. Siége Social: Tour Franklin, 100 Terrasse Boieldieu, Puteaux Cedex ll, | 
92081 Paris La Defense, France. Capital FRF 3.323.917.800. RCS Nanterre No. B 334 192 408. 


















































Ces avis sont adressés aux titulaires d'Unités au porteur, et uniquement ou pourrait nécessiter lattribution des "titres" aprés cette expirati 
: pour information aux titulaires de bons de souscription au porteur. auquel cas le Conseil d'Administration peut attribuer des "titres" con 
RE " formément à cette proposition ou cet accord comme si l'autorisation lu 
|^ Eurotunnel S.A. y étant attribuée, par les présentes, n'avait pas expiré. "EL 


. Messieurs les Actionnaires sort. informés qu'ils sont convoqués en Assemblée 3. Sous réserve de l'adoption par les actionnaires d'Eurotunnel S.A, lors: 
. Générale Extraordinaire pour le 20 juin 1990. à 16 heures 30, au siege social. et TAssemblée Générale Zxtraordinaire d'Eurotunnel S.A. qui doit se ten 
= pour le cas ot cette Assemblée ne pourrait se tenir faute de quorum, pour le a four Franklin. 100 Terrasse Boieldieu. 92081 Pari 
; 727 juin 1990, à l'issue de l'Assembiée Générale Ordinaire Annuelle d'Éurotunnel ut: 
, BPL.C. à partir de 16 heures, à ia Maison de la Chimie, 28 rue Saint Dominique, proposées à cette Assemblée, et sous réserve de adoption des résolutió 
5 75007 Paris, à l'effet de délibérer et statuer sur l'ordre du jour suivant: » e 
















1, Autorisation à conférer au Conseil d'Administration pour augmenter le 






: aad ids ; 4 ve A d'Administration, par les présentes, conformément à l'article 95(1) 
capital social de la société, avec maintien du droit pré érentiel de "Companies Act" de 1885, attribuer des "titres" (equity securities] donnan 
souscription; Ax. E | 3 E droit a l'attribution d'actions ordinaires (au sens de l'article 94 de cett 

-— . | AM TODO METERS et afin que des mentions aux attributions de "titres" soient égalem 
2. Fixation des régles statutaires de franchissement de seuils, incorporation conformes audit articie] dans le cadre d'une augmentation de capital 
à cet effet d'un article 12 ter danslesStatuts(*; — x vertu de l'autorisatiom lui étant attribuée par la résolution 2 ci-des: 





comme si l'article 89:1) "Companies Act" de 1985 ne s'appliquait pas 


tie affectée aux actions des adminis- Vattribution des "titres" à condition que: 


J. Suppression de la notion de. Aran 
e l'article 15 des Statuts (*); ^. 


trateurs, modification cotrélative : 
MU r expire soit à l'issue de la prochaine Assembié 
Annuelle de ta Société, soit le 27 septembre 199 
qui interviendra en premier lieu. à moins que 
proposition ou ne passe un accord avant l'expiratit 
entionnée ci-dessus, qui nécessiterait ou pourrai 
tion des "titres" aprés cette expiration, et auque 
ministration. peut attribuer des "titres" conformé 
position ou cet accord comme si l'autorisation lu 

, par les présentes, n'avait pas expirée; et z 


4. Modifications de l'article 26 des Statuts relatif aux règles générales Mee heir 
régissant les assemblées ai i ES ae vp daa 

















. Pouvoirs pour les formal 


*Ces décisions sont proposées pour mettre les Statuts en harmonie avec 
ceux de la Société Eurotunnel P.L.C. en utilisant les nouvelles possibilités 
issues des modifications récentes apportées aux textes régissant les 
sociétés commerciales. z zo NE 





ib} aux fins de la présente résolution, le terme "rights issue" ("augmen- 


Eurotunnel P.L.C. ii | i mS tation de capital avec maintien du droit préférentiel de souscription"). 
7 signifie une souscription d'actions pendant une période devant étre: 
Messieurs les Actionnaires sont informés qu'ils sont convoqués en Assemblée _ déterminée par le Conseil d'Administration, au profit des: : 
Générale Extraordinaire de la société Eurotunnel PLC., qui doit setenirà la . d du rc PEDEM BON XN ! 
Maison de la Chimie, 28 rue Saint Dominique, 75007 Paris. le 27 juin 1990 à 16 | (i) actionnaires qui seront inscrits en compte nominatif à une date de 
heures 30 (heure francaise), ou à l'issue des Assembiées Générales Ordinaires i référence: et | TAE 
Annuelles d'Eurotunnel S.A. et d'Eurotunnel BL.C., et aprés l'ajournement. A i ; , : ES 
s'il y a lieu, de l'Assembléee Générale Extraordinaire irure S.A.. au | tii) actionnaires au porteur qui présenteront la justification nécessaire. 
doit se tenir au méme endroit et à la méme date, à l'effet de délibérer, et si € ide ee d Ac sri eir Piae Sei leur qualité d ua =e 
jugé approprié. d'adopter les resolutions énumérées ci-dessous, qui seront ©. ormement aux modalités de l'augmentation de capital, r^ 


proposées, en ce qui concerne les résolutions 1 et 2. comme résolutions 


À : a * : dag 3 [= n da "e : i + TE Sia, 
ordinaires, et, en ce qui concerne la résolution 3, comme résolution spéciale: - proportionnellement (dans la mesure du possible) au nombre 


d'actions détenues sous la forme nominative ou au porteur, (mai: 
F : sous réserve des exceptions et des dispositions que le Consei 
Résolutions i . d'Administration pourrait Juger nécessaires ou opportunes con 








cernant, (1) les rompus, et les actions non souscrites par les. 
1. Sous réserve de l'adoption par les actionnaires d'Eurotunnel S.A. lors de actionnaires nominatifs ou par les actionnaires au porteur, dansle 
l'Assemblée Générale Extraordinaire d'Eurotunnel S.A., qui doit se tenir le cadre de l'augmentation de capital; (2) toute disposition qui confère 
20 juin 1990 à la Tour Franklin, 100 Terrasse Boieldieu, 92081 Paris La aux actionnaires nominatifs et aux actionnaires, au porteur | 
Défense, ou à la date de son report, de la premiére des résolutions droit de souscrire des actions à titre réductibie, et réduction ai 
proposées à cette Assemblée, l'Assemblée Générale Extraordinaire décide, prorata de leurs demandes ou nombre des actions à titre réductible. 
d'augmenter le capital social dela Société de £208.000.000 à £400.000.000  —~ si le nombre d'actions à titre réductible demandé excédait le 
par la création de 480,096,000 actions ordinaires d'un nominal de 40 nombre d'actions disponibles au titre de l'augmentation de capital 
pence, ces actions étant identiques aux actions ordinaires de la Société _ et; (3) toute disposition, au cas où il reste des droits de souscriptio 
actuellement en circulation. | | non exercés, od confère un droit de souscrire des actions et/ 
a DEA ur 2 m d'attribution d'actions à toute autre personne et dans les te 
2. Sous réserve de l'adoption par les actionnaires d'Eurotunnel S.A. lors de que les AINLGISERLOUIS poet juger appropriés; et (41 la: 
'  TAssemblée Générale Extraordinaire d'Eurotunnel S.A., qui doit se tenir le pension du droit des actionnaires de la Société de demande 
20 juin 1990 à la Tour Franklin, 100 Terrasse Boieldieu., 92081 Paris La a conversion des actions du nominatif au porteur ou du porteur 
p Défense, ou à la date de son report, de la première des résolutions nominatif: et {5} toute question d'ordre juridique ou prati 
| proposées à cette Assemblée, et sous réserve de l'adoption de la résolution conformément aux règlements ou aux exigences d'autorités | 
i €rdessus, et sous. rés de toute autre autorisation conférée aux pétentes, ou de bourses dans tout pays. [y compris, et 
Administrateurs d'attribuer des "titres" (relevant securities) de la Société, limitation, tout probléme ou exigence qui pouvrait résult 
l'Assemblée Générale Extraordinaire autorise je Conseil d'Administration. l'émission des actions de la Société sous forme d'Unités (co 
par les présentes et sans réserve, conformément à l'article 80 du “Companies . définies aux "Articles of Association" de la Société): et {i 
; Act’. de 1985, à attribuer à telle ou telle personne, aux dates et aux termes __ : libération des actions attribuées conformément au Contra 
i qua jugera opportun, des "titres" (au sens de l'article précité et afin que Garantie Standby ou dans le cadre de la réalisation de l'augin 
des mentions des attributions des "titres" soient également conformes tation de capital (dont les modalités peuvent tenir compt 
audit article) jusqu'à concurrence d'un montant total nominal de différents taux de change, à la discrétion du Conseil en ce 
£192.000,000 étant entendu que cette autorisation expirera soit àlissue  - concerne attribution de ces titres); et (7) toute disposition 
de la prochaine Assemblée Générale Ordinaire Annuelle de la Société, soit confére aux actionnaires nominatifs ou au porteur des privil 


le 27 septembre 1991, selon l'événement qui interviendra en premier lieu. | en rapport avec l'augmentation de capital à des conditions. qu 
|; à moins que la Société ne fasse une proposition ou ne passe un accord le Conseil fixera; et (8) sous réserve de toute autre except 
avant l'expiration de l'autorisation mentionnée ci-dessus, qui nécessiterait uos E ou disposition. 





Instructions pour assister et voter aux Assembiées 





` |  Sivous souhaitez assister en personne aux Assemblées, voter par correspondance ou vous faire représenter par un mandataire. vous devrez immobili 
^| vos Unités au moins 5 jours avant les Assemblées, en prévenant la banque ou l'établissement auprés duquel vos Unités sont comptabilisées de votre intentioi 
. |. @assister et/ou voter. Si les titres détenus sont sous la forme matérielle, ils devront être dé sés pour immobilisation auprés de l'une des banques cité 
$ ci-dessous. Vous devrez également vous procurer auprès de cette banque une justification de ‘immobilisation de vos Unités et, si vous souhaitez assister. 
| personne ou vous faire représenter par un mandataire, vous ou votre mandataire devra apporter ia justification aux Assemblées. mE 
Si vous souhaitez assister aux Assemblées en personne. vous devrez demander à la banque ou à 1 établissement auprés duquel vos Unités son 
comptabilisées de vous procurer une Carte d'Admission. que vous devrez apporter aux Assemblées, Si vous ne la recevez pas, vous pourrez toujours y assiste 
dans la mesure où vos Unités auront été immobilisées et où vous vous présenterez avec une pièce d'identité. 
Si vous ne souhaitez pas assister en personne aux Assemblées, vous pouvez exercer vos droits de vote’en utilisant la formule de pouvoir et de vote par 
correspondance. . l H u 
Des copies des formules de pouvoir et de vote par corespondance ainsi que des autres documents e rapportant aux assemblées et envoyés aux actionnaires 
titulaires d'Unités nominatives. peuvent étre obtenues auprés de: . 





o Ó(: 


' Formulaires en francais (par courrier) Banque Indosuez, 96 boulevard Haussman, 75008 Paris, France et à R.F.C 120 avenue des Champs Elysées 75008 P if 
diria ~ (à votre disposition} Banque Internationale. à Luxembourg, 2 boulevard Royal 2953, Luxembourg — General Bank, Montagne du Parc 3. 1000 Bruxe 










Ünactionnaire qui est autorisé à assister aux assemblées et à voter a le droit de désigner ur mandataire pour y assister et participer en son nom à tout vote, aut 
ée. Ce mandataire e doit: bligat: rement étre un actionnaire de la Société ou un conjoint dactionnaire que pour Eurotunnel S.A. , 
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Ask the chairman of a. financial c com 
mutter that he has a department f. or it. 


in pink Spectacles? 


pany, v ont marketing, and he will 


ow bankers, insurers and stockbro- 


kers are having to brand their products. They have much tolearn 


po a room aed wih iow i 
Post-it stickers, each labelled with an 
idea, and a group of brainstorming business- - 


men debating whether their new. product 
was a “Sean Connery” or a "Superman". A 


team of Procter & Gamble brand managers? _ 


No, the setting was Britain’s Midland Bank. 
The new product was First Direct, a round- 
the-clock telephone-banking service. 


An France, Banque. National de Patis, 
; ^rédit Lyonnais and Société Générale are 






planning to launch "fullline products", 


mutual funds are involved in a costly ad- 
- vertising war, squabbling over market share 
as bitterly as food companies fight for super- 
“market shelf space. In Japan banks are using 


"Disney characters as well as intérest rates to ` 


| lure i investors. 





- point among financiers. Most reckon (cor- 


— that their chief concern should. be - 


prudent ‘risk management, not jazzy gim- 


 mickry. But too often they have ignored - 
marketing altogether. The general view until - 


_ fairly recently was that “a good product", by 
which financiers usually mean one invented 
by themselves, or a good company, by which 

:they mean their own, will sell itself. : 

DER Such an approach may still work where 











r of potential customers sma. 


“Tittle families of banking products grouped 
under one brand, each of which is aimed at a - 
different type of Frenchman. In America . 


¿Marketing has never bem. a strong * 


: chance to distinguish its products, 
: hardly. one that appeals t to the:seller 


ecialised - and the - 


sürance contract Tm the space shuttle Or the 
advisory role on an international merger 
give financiers enough space to prove how 


good they are to clients. But many financial 
products are now "commodities" —particu- 


larly, those sold to consumers. 


Consider the four "Ps", taught to mar- 


Lens students as the fout ways to distin- 


: guish a brand: product; price; position: and 
. prómotion. Financiers devote most of their | 






time to the first two. Yet, today, in t 


‘countries, current accounts, deposit ac 
- counts, mortgages, mutual funds, life insur- 
ance and credit cards are all hard to distin © 
guish on product grounds. If one bank does 

_ invent, say, a perceptibly different current - 


account, then its rivals can copy it in short. 
order. Even Citibank, which has applied a 
lot of expensive technology.to developing i its 
mortgages, says that every time its boffins 





copy it PUN montis. Thae: are no prod 
uct patents in financial sërvices. And most 
product. differences are anyway too compli- 
cated, for most consumers to understand. 
“Price does give a financial company a 









lower interest rates squeeze 
do credit cards with no ch 
regulation has tightened n 
l ^ When 2 bankers, insurers an 








Hh 


odin competition with ones, pnr SES t 
. telephone companies, the Association foi 


. Britain the clearing banks. have been: 
.. loose on the building societies’ traditiona 


| "Two peas in a pod 


` ing that financial companies are turning 3 


products is even greater than for groceries. 


- long-term products such as life-insura 


define the target audience and the 
propriate message. Is a retail bank ai 

_ at the mass market or the affluent f 
.. decides to pitch. 
with more than $100,000 of incom 


latter, does it want to attract highly paid 


ecutives or entrepreneurs? Different gr 
have different needs—real, imagine 


type of p people that The 






































Computing Machinery and many othets. Ir 


monopoly of mortgages. Markets that la 
ged behind in deregulation, such as con 
nental Europe arid Japan, are catenin up. 


Against this background it is handy surp 


“position in the market” and “promotion 
Many argue that the need to brand financi 


Customers. know what good tomato ke 
up looks and tastes like; financial: prod 
are harder to appraise; customers appro 
them with confusion, ignorance and fea 
On the other hand, once a custome 
caught. he usually stays,-and not ust f 


and mortgages: around 70% of Britons 

with thesame bank for life. ~ «> 
So much. for the theory. But 1 

branding is not easy. The first problemi 





its products at hous 


year, is it aiming for old or new mon 





soon-to-be-invented. 

As part of this process, a Endnote [ 
tution also has to define what it itself does 
Sometimes that means facing up to awkw 
facts. The Boston Company, a New Engl: 
investment group, fretted that its agen 
choseh slogan, "the privileged client", ; 
it seem. too elitist. Ir did—but yt 





















è did not not want to attract anyway. 

. Deregulation is making this self-analysis 
en harder. J.P. Morgan, a New York bank, 
now being allowed into more securities 
businesses. Its advertising agency, Backer 
Spielvogel Bates, is trying to stretch the 
bank's classy commercial-banking image to 
cover investment banking. Similarly, Brit- 
ain's Abbey National now sees itself as a 
consumer bank rather than a building soci- 
ety. Its new advertising campaign will em- 
phasise the difference. 

* Should a financial institution brand 
its products or its company name? Some 
companies have little choice. France's Com- 
pagnie Bancaire, a fast-growing financial ser- 






























































like Procter & Gamble, it has concentrated 


oducts. Its mortgages aimed at BCBGs (bon 
dc, bon genre, as the French call their 
ippies) are sold under the name Union de 


for poorer folk are sold through another 
subsidiary, Cetelem. i 
—. However, most financial companies, es- 
pecially those with branches, have concen- 
trated on trying to establish themselves as 
umbrella brands, "We have to think like re- 
tailers,” says one marketing director; "we 
have to get people in through the door." In 
America Citibank tries to hitch the prefix 
“Citi” on to as many products as possible. 
Japanese financial institutions. make much 
of their own names, not just because the 
names are highly prestigious, but also to 
stress the institution's location at the heart 
- of big industrial groups. Employees at, say, 
Sumitomo Electric may feel an obligation to 
have an account at Sumitomo Bank. 
The trouble is that most financial com- 
panies broadly want to stand for the same 
qualities, such as S quality, trustwor- 
thiness. Only a few clever (or lucky) ones 
ave convenient symbols to act as umbrellas 
r their other products, such as Lloyds 
Bank’s black horse, Merrill Lynch’s bull or 
gal & General's multicoloured umbrella. 
Which is the correct path? Academic re- 
arch by Dr Ghislaine de Give, now a con- 
itant with | McKinsey, showed that in 
oosing a financial service to handle trans- 
tions such as run-of-the-mill current. ac- 
junts, the institution matters. most, Cus- 
ners prefer to go to a "name" that they 


nt of the product. But when it comes to 
-product matters more than the institu- 


n that sells it. 
“Which marketing nethods' to use? 
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ces group, has no branch network. Rather: 


on building product brands. Bancaire re- 
arches its markets and then targets precise - 


tédit pour le Bâtiment; consumer credits 


st, and pay less attention to the small. 


dling their savings, the reverse is true: - 


he answer varies greatly from company to _ 
ompany and from product to product. If 
ustomers are not even aware of a product's. 
t. a. company's s „existence, advertising E. 


; — Walker smiles through - 


C c e 


buy similar products from the same com- 
pany, then the reverse is probably true. Tra- 
ditionally, financiers have been poorly 
served by the marketing-services industry. 
One American adman admits that three 
types of people used to work on financial ac- 


counts, "the has-beens, the never-will-bes 
and the just-starteds". Now agencies are 
paying more attention, because financial ac- 
counts are becoming bigger. _ 

What is realistic? This is perhaps the 
hardest question for financiers. All the ad- 
vertising and promotion in the world will 
not disguise poor service. When Midland 
Bank trumpeted itself as "the listening 
bank” it had the same effect on customers as 


British Rail's "We're getting there" cam- 


paign. Even campaigns that prove successful 
may take time to win over staff: at first Met- 


 ropolitan Life's salesmen thought that the 
Snoopy, Charlie Brown and other Peanuts 


cartoon characters that the company uses 


Sent the wrong message to help them sell 


"adult" products like insurance. 
À good hunch is that the best branding 


is when the customer's idea of what he 


M 





wants, i &oancal institution's Bake 
message and the follow-up service all chime 
together. Thus American Express customers 
believe that they are the type of people who 
should have an upmarket charge card; Am- 
erican Express's advertising rams home the 
message that its card is for people who fit 
that description; and the follow-up service 
on the card is:carefully monitored. 

Can corporate-banking products be 


branded too? In New York American Ex- 
press wants to revive Lehman Brothers as a 


financial brand. Some corporate banking 
products such as foreign exchange and lines 


. of credit are now commodity businesses, 


where branding could help, but the main fo- 


. cus will remain consumer products. - 


Better marketing can help financiers to 


make much more money. But it has its lim- 


its. In 1987 Saatchi & Saatchi's attempt to 
persuade the Midland Bank that its market- 
ing skills could save the British clearer flounz 
dered when Midland's chairman asked w 

the agency would do about South Amer 
ica—the home of most of Midland’s bad 


loans. Risk management still matters most. 





British & Commonwealth and City regulation 


Twang! But not much of an ouch 


RITISH & Commonwealth (Bac) 

joined the ranks of Britain’s biggest 
corporate casualties when it called in an out- 
side administrator to oversee its affairs on 
June 3rd. This over-stretched financial-ser- 
vices group had looked likely to snap since 
April, when it was fatally weakened by the 
spectacular £1 billion ($1.7 billion) collapse 
of its computer-leasing subsidiary, Atlantic 
Computers. The only question was how 









much damage the snapping would cause— 
not just to the firm's owners, but to Lon- 
don's standing as a financial centre. 

After six weeks of waiting for the group, 
its creditors, bankers. and bondholders to 
follow a less painful course, the authorities, 
notably the Bank of England and the City's 
policeman, the Securities and Investments 
Board (sig), decided to make a short, sharp 
cut themselves. Their decision was influ- 
enced by the fact that few apart from those 
immediately involved risked being hurt, ang, 
that it was better to provoke the crisis w 
that was still the case, rather than let a po- 
tentially messy bankruptcy drag on. 

After close of business on Friday June 
Ist, the stB removed B&c's banking subsid- 
iary, British & Commonwealth Merchant 
Bank, from its list of financial concerns in 
which other regulated financial houses can 
place their clients’ money. (The Financial 
Services Act, which the sB administers, re- 
quires such funds to be deposited at an ap- 
proved bank.) The removal followed the 
lapse of a line of credit to the illiquid if not 
insolvent B&C bank that a consortium of 
eight commercial banks led by Barclays had 
been renewing a. nm varying degrees 
of i increasing reluctance. . 

If the siB's purpose was to hold a loaded 
gun to the heads of those involved in the 
rescue talks for B&C, and so to encourage a 
dramatic eleventh- hour. resolution over the 
weekend, it-failed. If; instead, the: aim Was 
merely to bring matters toahead. 












From Toronto to Tokyo. From 
Chile to China. Introducing a Thai 
silk manufacturer to a New York 
designer. HongkongBank is a 
world leader in trade finance. 


Our member companies have long 
histories in their markets, in some 
cases extending over 100 years. 
With generations of experts, 


| 


1] 
PN 
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Local trade strength. Global support. 


providing an unmatched knowledge 
of local market pitfalls and trading 
opportunities. 


To support this local strength, the 
groups 1,300 offices worldwide 
are linked by our private communi- 
cations network. And by Hexagon, 
our global electronic financial 
service system, which allows you to 
raise and monitor letters of credit 
from your office, electronically. 


For more information, contact 
your nearest office of the 
HongkongBank group. 


The local expertise to make fast 
decisions on trade finance. Plus 
global support. That's our strength. 
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HongkongBank 


The British Bank of the Middle East « HongkongBank 
of Australia « Hongkong Bank of Canada 


Wardley « James Capel « CM&M 
Equator Bank 


Carlingford and Gibbs Insurance Groups 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 31 DECEMBER 1989 
EXCEED US$132 BILLION, 


The logical form 
Set up your own disp 
and see exactly th 

information you want 


Beyond numbers 
Money 2000 lets you 

set up tick charts to 

track currency movements, 
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Power windows 
With Microsoft Excel, 


you can use powerful 
spreadsheets to analyse 
live prices. 
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— One day, all money terminals may work this displays to help you see the market the way 
t, show you this much, give you this control. ^ want. A click of the mouse can put the acclaim 
One day. Microsoft Excel" spreadsheet to work on live data 
_ Today, only Reuter Money 2000 gives you for instant charts and analyses. : 
s faster, broader window on the world of | 
money. Money 2000 updates foreign exchange, other terminals to catch up, or you can get- 
money market and financial futures information Reuter Money 2000 and get ahead. em 
second by second. And for real speed in the Moe em he, et puel lE ge Quee 


dH To leam more about Betty Wong AE 
g room, Reuter Money 2000 puts the Reuter Money 2000, send for Reuters South East Asia Lid 
a free informative brochure. 5/F Gloucester Tower 


Attach your business card 11 Pedder Street 
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In Beijing 
where else 
but the 
Shangri-La. 


Where service 
and hospitality are as 
harmonious as the 
company of good 
friends, one has found 
a great hotel 

X 


Eme 
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S ShangriLa hotel 
BEIJING 
A SHANCRILA INTERNATIONAL HOTEL 





SHANGRI-LA HOTEL, 29 ZIZHUYUAN ROAD, BEIJING 100081, CHINA. TEL: (1) 841 2211. TLX: 222322 SHABJ CN. FAX: (1) 841 8002/3/4. CABLE: 1123 SHANGHTLBJ. 
SHANGRI-LA INTERNATIONAL: BANGKOK (2) 236 7777 + HONG KONG 810 7782 © KUALA LUMPUR (03) 230 6248 * SINGAPORE 535 7876 


SHANGRI-LA INTERNATIONAL HOTELS cad RESORTS: CANADA + CHINA * FUI * HONG KONG + INDONESIA * MALAYSIA © PHILIPPINES (1991) + SINGAPORE + THAILAND 


BERKELEY EXECUTIVE EDUCATION 1990 


University of California, Berkeley 





D Competitive Marketing Strategies: Management Development, July 22-27, 
| For High-Tech Products, March 4-9, "Berkeley 
Berkeley, and Oct. 14-19, Sturbridge, Mass. o» Competitive Strategies and Public 
| For Service Businesses, July 15-20, Berkeley ^ Policies for Telecommunications 
For Consumer Products, Sept. 23-28, Berkeley Companies, Nov. 4-9, Berkeley 
Advanced Strategic Market Planning and » The Berkeley Program in Executive 
" Analysis, March 11-16, Berkeley Compensation, June 10-15, Monterey, Calif. 
9» Corporate Financial Management and ty Custom-Designed Programs 
| Strategy, May 13-18, Monterey, Calif. 
(> The Berkeley Executive Program, For further information: Betty R. Robinson, 
Sept. 30-Oct. 26, Berkeley Administrator, Berkeley Executive Education, 
. University Extension, Dept. 587, University of 
> Managing High-Technology Companies, California, Berkeley, California 94720, USA 
" — March 25-30, Berkeley, and Oct. 14-19, Sturbridge, Telephone: (415) 642-4267, ext. 587 


Mass. Fax: (415) 643-8683 































































; Time for change 







| Turnover on n a bourse, Ita 
: prices are set dail by an. soot wc 
helps explain why M 


: ‘RENAISSANCE for Italian equities 
A will happen only if the stock ex- 
change is reformed and if the government 
| tackles its budget: deficit. Neither seems 
] ^ likely to happen soon. Take financial re- 
| form. To force the pace of change; the 
| bourse authorities have been lobbying for 
| the creation of firms called. società di 
|| intermediazione mobiliare (sims) that 
. would’: be stockbroking, fund-manage- 
. ment and financialconsultancy firms 
“ rolled into one. By allowing Italian. banks 
and foreign institutions to buy or set up 
such hybrid outfits, the bourse would kill 
‘off the cosy cartel run by the 120 stock- 
T" brokers that work on the exchange. - 
^ -. Paving the way for sms is not a simple 
task. The bill to authorise them has been 
approved by the Senate, but is bogged 
down in the Chamber of Deputies be- 
cause of a squabble between the Bank of 
Italy and Consob, the stockmarket watch- 
dog, over who should regulate them. Hag- 
gling between brokers and the bourse 
over the length of a transition period be- 
fore any law comes into effect has added 
tothedelay. ^ > 















“Next, there k the deaf bill to fesuliie | 


takeovers. Tt too is held up in the lower 
house.. By making full bids compulsory 
when shareholdings exceed set levels, the 
bill would cure the bad habit, common 
amongst Italy's biggest companies, of buy- 
ing.majority stakes in firms without com- 
]. pensating minority shareholders. Claim- 
b ing that such a law would handicap them 
iain the run-up to 1992, Italy's business bar- 
Wons have raised a storm of protest against 
| the bill. They are wasting their breath. A 
. proposed EC takeover directive could 
|. soon force them to play by uniform Euro- 
| pean. rules anyway. 


Another bill held: pi in de legislative ` 


log-jam i is aimed at outlawing the market's 
pervasive insider trading. Passed by the 
Chamber of Deputies’ finance committee 
|| at theend of February, the bill proposes 
J- that Consob set up a unit to track down 
| Italy’ s Giovanni Gekkos. However, catch- 
| ing and prosecuting them will be easier 
J|- said than done. Almost two-thirds of the 
| trading in listed Italian shares takes place 
‘off the floor of the bourse, so Consob's 
] gumshoes will find it almost impossible to 
+ keep tabs on deals. — 
E p for e reform look 





's biggest, is frustratingly thin and 
anétion system. Such inefficiency 


ilan has lagged behind other European markets 





of a budget deficit on exi pd 136 


trillion lire ($110 billion), 101296 of the 
country's GDP, by the end of 1990. The 


‘recent cut in the Bank of Italy’s discount 


rate from 13.5% to 12.5% has helped to 


ease the burden of interest payments, but 
only by a little bit. 





While d: government has promised 
to produce a budget surplus (not counting 
interest costs) by 1991, its half-hearted ef- 
forts to cut public. Spending have disap- 
pointed those hoping for radical surgery. 
Now that the lira is within the European 
exchange-rate mechanism’s narrow 21/496 
band, it will be tougher to juggle the defi- 
cit with a tight monetary policy. That will 
not stop the politicians from trying. So in- 
terest rates are likely to remain high for 
most of the year, encouraging investors to 


stick with bonds. 


Despite all these difficulties, at least 
one e optimist talks of a renaissance for Ital- 


ian equities. Mr Francesco Ricciulli, an 
analyst with Salomon Brothers, an Ameri- 
can investment bank, believes that Italian 
equities could find new life for several 
reasons: 
e Italian investors now have 40% of their 
total assets invested in government 
bonds, twice the level of 1980. With the 
share of their investments in bank depos 
its and mutual funds falling, investors 
whose fingers were badly burnt in the 
1987 crash may return to the bourse 
rather than buy yet more bonds. That will 
happen, though, only if the Milan e 
change becomes more investor-friendly. 
@ Mutual funds, which have some 50 tril- 
lion lire in assets, now have 1396 of these 
in cash. Historically, the funds' average 
cash weighting has been around 596. 
Bond sales have added to the pool of. 
money. Three years ago Italian mutual 
funds had well over half of their assets in 
bonds. Today, the share has fallen to just. 
over one-third. 
. Mr Ricciulli suggests that some of the 
resulting surplus of liquidity could be ` 
mopped up by equities. The snag is that — 
mutual funds are still wallowing in a wave 
cf net redemptions. Last year these to- 
talled nearly 4 trillion lire. | 
e Foreign investors, who already own per- 
haps 10-1596 of Italian companies stock, < 
are starting to buy more. According to 
Frank Russell, a firm of consultants, some . | 
American pension funds are, if anything, B 
already overweight. in Italian equities, 
while many others have recently started to. 
increase their holdings. DW 
The problem is that internationa ! 
funds have little to choose from. There - 
are still only 200 or so companies listed on _ 
the bourse, even though the Institute for 
Social Research in Rome reekons there 
are around 800 medium-sized firms that 
qualify. To make matters worse, fr 
tightly-held industrial empires—the IRI, 
Agnelli, Ferruzzi, De Benedetti an 
Generali groups—account for more th: 
two-thirds of the market's capitalisation 
So to woo sceptical foreigners, Mil 
nese stock-pushers have become masteri 
story-tellers. The latest yarn doing tl 
rounds is the so-called "World Cup « 
fect”. This suggests that the share prices 
cf companies like Jolly, a big hotel group, 
and Alitalia, the national airline, could 
rise sharply as foreign spectators flood in 
to watch the football. Neither stock has * 
yet done so. Fundamental reforms, not 
stories, are what is really needed. Only 
when it goes through its own rather be- 
lated "Big Bang" will the bourse finally | 
ready for kick-off | 


















































































were put into administration on Sunday, 
oining Atlantic Computers. The adminis- 
trators will have three months to prepare a 
rescue package to put to creditors. B&C will 
'ontinue to seek to raise cash to meet its 
debt by finding buyers for Exco, its re- 
nowned money-broking unit, and Stock 
Group, its group of stockbrokerage and in- 
vestment advisory firms, the two main B&C 
subsidiaries that were not put into 
dministration. 
- Depositors in the merchant bank, who 
have now had their deposits frozen, may 
take a dimmer view. Mr David Walker, the 
3 chair irman, says he hopes they will even- 
i recover both their capital and the in- 
rest on it, since the bank is solvent. siB had 
worried that new deposits going into 
3&C's bank would be withdrawn by other 
ts of the group, which themselves ac- 
count for a large proportion of the bank's 
deposits. It is not unusual for merchant 
s to park in-house clients’ money that. 
they are required to segregate; in this case 
the issue is one of degree. One result of the 
B&C collapse could be that the authorities 
- will impose a ceiling on the share of a bank's 
posits that such monies can account for. 
— There are two broader regulatory ques- 
tions, however. One is whether, if B&C 
- looked like going belly-up, taking ics bank 
and money brokerage with it, the Bank of 
-England should have launched a lifeboat to 
save it, as happened with Johnson Matthey 
Bankers i in the mid-1980s and in the second- 
ary banking crisis a decade earlier! Several 
_ City voices called for just such an operation. 


is no sign of any systemic risk from the col- 
lapse of B&C, as there was with Johnson 
~ Matthey. It is a salutary lesson that the Bank 
“is prepared to let banks go bust. 

. The other question is this: if the sip had 
such concerns about the liquidity of the 
B&C bank, which it clearly did, why did it 
not act earlier, and might it chen have acted 
less severely? 

Mr Walker's reply would be that the sis 
did not want to extinguish prematurely any 
hopes that B&C and its creditors would 
each agreement on their own. Neither did 

am old-fashioned nods and 

n teerir g clear of B&c's bank to 
securities investors whom he is meant to 
'otect. while being unable to tip the wink 
T sitors: to do so would 








| em been to alo fade de- 
t particular dilemma would 


'ompany, the bet nadia two er P&Cunits _ 


Unexpected departure - 


But it would have been indefensible. There. 
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"R MURRAY LAWRENCE, the. chair- 
man of Lloyd's of London, has sur- 
sin the insurance market by deciding not 
to stand for a fourth term of office. Instead 
of staying on, as many in Lime Street had 
been expecting, he will step down after his 
current term finishes at the end of the year. 
His successor is tipped to be Mr David Cole- 
ridge, who is currently serving as a deputy 
chairman of Lloyd's. ! 

Mr Lawrence says he is stepping down 
because "quite simply I have done it for long 
enough". He has been chairman for three 
years and a deputy chairman for five years 
before that. Mr Lawrence dismisses sugges- 
tions made by Lime Street insiders that his 
decision is linked to his role in the long-run- 
ning Outhwaite affair, but he declined to 
comment on the issues raised. 





l Punt kicking 







THAT is the true "value of a drop- 

"V ped goal from France's Mr Didier 
Camberabero; or a blindside try by Aus- 
tralia's Mr Nick Farr-Jones? It is an obvi- 
ous nonsense that 80 minutes of sporting 
incident should be summed up only in a 
final scoreline at the whistle of an ex- 
hausted referee. The proper answer can 
only be decided by applying the practices 
of the free market to the amateur (well, 
supposedly) sport of international rugby 
union. 

Fortunately, the Australian subsid- 
iary of France’s Société Générale bank is 
coming to the rescue. To assist play in 
the first test match between France and 
Australia in Sydney on. June 9th, the 
bank has contrived a.special options 
market. Some. 30: market punters, two 
spot traders and two option traders will 
wheel and. deal in the final score as the 


game progresses. This crew will buy and- 


sell spot contracts, write call options, buy 
put options, even—brains rather than 
hamstrings permitting—straddle and 
strangle. The last two are trading strate- 
gies as well as. rugby moves. - 
~The contract covers the winning mar- 
gin: subtract the final French score from 
the final Australian score, and then add 
100. An Australian victory of 18-11 thus 
becomes a closing price of 107; a French 
| victory by the same margin gives a clos- 
ing price of 93. The trick i ina fast moving 
^ bur to take instant advantage of maka 
+ movements such asan incisive dash by 


and will get a trip to Paris for next 
-~ rugby World Cup. Our man w 
 tinnie e of beaujolais to tha 






The Cuthwaite — S phien be- 
gan in 1981-82:when it-wrote 31 so-called 
run-off contracts (which transfer another 
syndicates’ liabilities to itself in return for 


premiums that are supposed to cover any fu- 


ture claims). But shortly after.the 31. con- 
tracts were written, asbestos-related claims 
under old American liability insurance poli- 


cies began to flood in. The 1,614 "names" 


on the Outhwaite 1982 syndicate. are still 


. picking up the bill. So far it has. cost. them 
£168m ($282m). 


Several Lloyd's members, inchidig, Mr 


John Donner, one of the members’ agents 


who introduced names to the Outhwaite 
syndicate, want Lloyd's to launch a full in- 
quiry into the affair. The Council of Lloyd’s 
has so far refused to do so, arguing tha 
has no prima facie evidence of miscond 





an Australian victory will buy calls, or 
_ even write puts; more conservative types 


(if such can be found in the alcoholic at- 
mosphere of Australian sports) will pre- 


fer a bull spread. 


|. Whatever the skills displayed on the 
field, the players off it.may be too busy 


making merry to trade with the flair and 
expertise that Société Générale claims 


for its gold and « currency options. This is 
after all a marketing gim 






N importe, cen yi jeu, as s they 
rarely say in the Chicago pits. The: 
winner, in the event of a tie, “will bede | 
cided in the spirit of Australian-French " 
sportsmanship” (now there's a promise) — 
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. least because Mr Lawrence's own syndicate 
~ placed what has become one of the worst- 
performing run-off policies with Outhwaite 
in 1982. At the time he was also a director of 


' Bowring, the insurance broker that placed - 
the. majority of the asbestos-related tuof ae 

unus - the. Austro-Hungarian empire—have the 
-Mr Lawrence was already aware in. 1981 es 


«contracts with Outhwaite... - 










that asbestos-related contracts were causing 
problems. At a meeting of the advisor 
. panel of Lloyd's auditors that. he attended 
n November 101981, it was revealed that 
asbestos-related claims. bad started to come 
in on policies dated as far back as 1947. Mr 
Lawr 1e meeting that a databank 
was being prepared. con aining details of the 
exposure of a numbe 
bestos-related ri 


















In his capacity as a PEIN chaitman of 
Lloyd's with responsibility for audit matters, 
Mr Lawrence attended a meeting of pan 


auditors held on January 15 1982 at^which 


Mr Edward Nelson, a member of the Asbe 


tosis Working Party, a market body set up to 
gather information on asbestosis-related 


risks, stated that claims were arriving at the 


rate-of 400 a month and could total 50,000 — 


by the end of the decade. Yet when he fi- 
nally wrote to the market on March 18 1982 


giving guidance on reserves against asbesto- 
sis-related claims, Mr Lawrence made no 
mention of the worrying figures provided by : 





«Mtr Nelson. PN M 
Nor did he mention a letter dated Fe 
ruary 24.1982 from six syndicate a 
who had taken the unusual step of writi 
-Lloyd's audit department warning 
| impossibility of determining the liabi 
idicates] in respect of. asbestosis... ". : 
"Gicates that. cannot accurately assess the 
ely level of reserves néec 






counts and run-off their liabilities. However, 
in his letter to the market, Mr Lawrence 
-stated that managing agents, not auditors, 
: were ultimately responsible for creating ade- 
-quate reserves against their asbestos-related 
Claims. | 
«<; Mr Alan Lord, Lloyd's chief eee, 
ha questioned Mr Lawrence about these is- 
-sues and is "satisfied" with his answers, 
though he declined to discuss them with 
«The Economist this week. Mr Donner and- 
-other sceptics are likely to press again for a 
full inquiry at Lloyd's annual general meet- 
ing on ]une 27th. Unless the Council of 
Lloyd's agrees to bring all the facts out into 
the open quickly, the Outhwaite affair 
seems likely to cast a. long shadow , over Mr 
wrence’ s departure. 





"Some names are TE WE with this, "not 


of underwriters to as 
risks. He also said.a meeting 
eld to. inform. the e markir et " 


. Hungarian Investment Com- 


World Bank's. private-sector 









Investing in Austria and Hungary 


Imperial echoes 


NYE TORS wanting a bite of Europe's 
other economic reunification—that of 


chance of a double nibble. On June 6th, 


Merrill Lynch, an American brokerage firm 
|J. with a growing line in country funds (closed- 
end investment companies that specialise in 
. a. Sp 


cific country), launched a. $50m 
Austro-Hungary Fund. On June 11th, the 
first tranche of shares in Ibusz, Hungary S 





largest and state-owned travel company, 
goes on sale, ahead of the company's plan- . 
ned listing on the Budapest and Vienna 
stockmarkets on lune 21st, the day the Hun- | 


'garian stock exchange officially opens. . 
 Merrill's new fund will be dollar-denom- 
inated and quoted on the Amsterdam stock 
exchange. It is not the first opportunity that 
western punters have had for a flutter on 
‘Hungary’s economic reforms. 
The John Govett-managed 


ny was launched earlier ^. 
year. The First Hungary . ff 
l. sponsored by Bear 
and the International 
‘Corporation, the 


arm, is almost a year, old. 


enterprises or Sine. "E 
that was necessarily forced on the two earlier 





, funds by the fledgling nature of the Buda- 
:" pest exchange. 


The Austro-Hungary Fund will split its 


. investment half and half between Budapest 
and Vienna. Buying into the Austrian mar- 
* — ket, with 120 listed companies and a market .- 
“capitalisation of $30 billion, is straightfor- - 
ward enough, though the fund will concen- .. 
dil eded to meet future — __ 

claims are not supposed to close their ac- - 


America’s corporate-law i 


. LBOs carrion crows 


| NEW YORK | 


| Business i is booming for Amede s dien tcy prie who suddenl j 
themselves being energetically courted by Wall $ dE 





HE. ciürpawatded fees of bankruptcy 
lawyers i in the case of Manville Corpora- 


‘tion were already large when the firm re- 


emerged from bankruptcy a year ago. They 

promise to grow even larger. Two New York. 
judges on June Ist ordered the bankruptcy 

court to reopen the case, so as to improve 

the procedures for compensating the victims | 
of Manville’s asbestos dust. 


Now that bankruptcy cases commonly 





hope that the Hungarian governmi 


| trast to the preference of Austrian and. 


promoters. Girozentrale Vienna, the . 


for investors in European-country funds, in 


- country funds, were heavy sellers earlier t 


i at piropean fund managers, 


involve Fortune 500-sized companies, 
corporate structure of LTV, a steel and a 
space giant which filed for court prote 
-yers as the Manville case. Fees for th 


professionals" involved (most of them 


$32m. The clock seems set to keet 
































Hic other half of its Wess) sb 
the fund will have to rely on Hungary c 
ing out its proposed privatisation of soi 
400 companies.That may generate $8. 
lion-worth of Hungarian equities over- 
next three to five years. The fund’s boo: 


commitment to stockmarket listings, i in 


man entrepreneurs for keeping their coi 
nies private, will let the Budapest. mé 
-one day rival Vienna's for size. 
-.  [busz's will be Eastern Europe's first 
vatisation by public offering. Cut-price 
vate-placement privatisation in Hung 
been tainted by scandal as managers 
looked to their own interests first. In 
4096 of Ibusz is being sold for around : 
The company made a pre-tax profit of 
on sales of $146m last year, according 


trian bank that is co-lead managing the iss 
through its Budapest inve 
ment-banking subsidiary 
says the shares are being ol 
fered on a prospective pric 
to earnings ratio of 9.2, =. 

The Vienna stockmarket 
has been boosted by Aus 
trian companies readiness ti 
take advantage of Hungary’ 
economic reforms. In dollar 
terms the Vienna market 


































































estors in the Austria conti 
: which fell 32.9% over the same pe- 
At has been a far from happy year so far 




































cluding even those in the rash of new Ger 
man ones. One reason is that Japanese in 


vestors, who had been big holders: 


year, when the Tokyo market fell sharp 
Cannily, the Austro-Hungary fund is aim 


fees are not exceptional. The cat's- 


from its creditors in 1986, is makin 
bankruptcy proceedings as lucrative fo 









yers) are clocking up at an annua 






































over m ETUR year d or two at. least. | 
: > Eastern Air Lines and Greyhound Lines 
are other big cases now enriching bank- 
ruptcy lawyers. A clutch of department 
tores are in the bankruptcy courts. Others 
ire likely to join them there soon. 

. This prospect of steady work at $200- 
450 an hour for senior partners, and $150- 
-300 for junior partners, has burnished the 
image of a branch of law that was once re- 
-garded as a bit seedy, like labour and crimi- 
^nal law. The transformation started when a 
;new bankruptcy code came into force in Oc- 
ober 1979. Until then the principle of 
'economy of administration" had pre- 
vailed. To preserve the assets available for 
reditors, lawyers were awarded lower fees in 
the bankruptcy courts than in other courts, 
and usually had to wait for their pay until 
he end of the case. 

Big New York and Los Angeles corpo- 


eave the field clear to others. The new code 
has gradually changed their minds. It has 
made bankruptcy practice more enticing by 
putting the fees of bankruptcy lawyers on a 





.and by nudging judges to make periodic 
_ awards of fees during a case. 





- for the law industry by making bankruptcy a 
less fearful option for 
-the managers of big 
"companies. There is no 
longer a presumption 
that a> company 
-feorganising under the 
. bankrupcty laws will 
have its incumbent 
management replaced 



















par with those of other corporate lawyers - 


The code has also provided more work . 





pointed trustee. 
Some of New York's top bankruptcy 
lawyers specialise in representing creditors. 


Among them is Mr Leonard Rosen, of | 


Wachtell, Lipton, Rosen and Katz, who is by 
common agreement just about the best in 
the business. Others, like Mr Michael 
Crames of Levin & Weintraub & Crames, 


are debtors’ lawyers. Others again, like Mr 


Harvey Miller of Weil, Gotshal & Manges, 
are all-rounders. 

The creditors’ lawyers are energetically 
courted by investment banks. The bankers 
know that creditors turn first to lawyers 
when a company goes into bankruptcy pro- 


ceedings, and that the lawyers’ advice is of- 
ten decisive when the creditors get around | 


to choosing an investment bank. In the 
Eastern Air Lines case creditors were swayed 
by Mr Joel Zweibel, now of O'Melveny & 
Myers, when they hired Goldman Sachs. He 


had told them that Goldman’s Mr Michael ~ 


Armellino knew more about airlines than 


anybody else on Wall Street. 


Whatever side they represent, 













































Cs 
e 


dim E » * s. 


AT V9 
e ade 


PEGA 


^ 
METRE rn 


te 


RSI 


ia cam 





by (or made answerable to) a court-ap- 


` ness—all the way to the bank. 





3 rüptey Meses stand to profit i in the 
1990s. from the over-leveraged LBOs that 
pushed corporate debt up from $1 trillion in 
1983 to well over $2 trillion by the end of 
last year. They eye with special expectation 

"the companies that issued junk bonds with 
adjustable interest rates. The terms of these 
bonds typically commit a company to reset 
the interest rate at. a future date to a level 
that restores the bonds to 100% of their is- 
sue price. One law firm is said to have 150 
companies on its “death-watch” list. 

Bankruptcy lawyers also stand to profit 
from the increasing tendency of companies 
to use the bankruptcy laws to cope with f- 
nancial crises created by labour, health or 
environmental problems. Mr Barry Dichter, 
of Cadwalader, Wickersham & Taft says 

that when he started to practise bankruptcy 
law in the 1970s companies went into bank- 
ruptcy proceedings when they ran out of 
cash. Nowadays, he says, some firms in the 
bankruptcy courts have plenty of cash 
are operating profitably. They are seeki 
the court's protection against claims by liti- 
gane that threaten their future viability. 
| Manville was besieged by prod- 
uct liability suits filed on behalf 
of—so far—152,000 claimed vic- 


E>" tims of diseases caused by its as- 


E^  bestos dust. The company's pros- 


pects of survival were improved by a 
court-approved plan for it to set up a 
trust fund to compensate 
victims. A similar settle- 
ment was reached when the 
viability of A.H. Robins 
(later acquired by Ameri- 
can Home Products) was 
threatened by the claims of 
women injured by its Dalkon 
* Shield contraceptive device. 
| Can Airlines used (many 
say abused) the bankruptcy laws 
` to win a labour dispute. A bi 
- sue in the LTV case is whether 
pias has to re-assume full liability 
for pension obligations that were as 
sumed by the government when the com- 
pany was unable to fulfil them. 

- Fat fees are not the only—or even 
main—reason that top law firms are at 
tracted by bankruptcy work. It also provides 
them with an unbeatable opportunity to 
‘find new clients. The LTv case involves 22 
leading banks as well as some of the biggest 
names in aerospace such as Airbus, Boeing 
and United Technologies. 

Lawyers also find the work fascinating. 
Enthusiasm as well as sincerity shines in the 
eyes of White & Case's Mr Allan Gropper 
when he says, “it is so challenging. You get 
involved in every aspect of the law—labour 
law, pension law, corporate and tax issues, 
the environment, toxic tort, everything.” 
It's enough to make a lawyer cry with happi 












SCIENCE AND TECHNOLOGY 


When science turns nasty 


CAMBRIDGE, MASSACHUSETTS 


I. STARTED as everyday laboratory 
grind, somehow became a farce and now 
seems at least a little scandalous. In April 
1986 Dr Thereza Imanishi-Kari, then an im- 
munologist at MIT, Dr David Baltimore, the 
director of the Whitehead Institute for Bio- 
medical Research (which is affiliated to Mtr) 
and others published a paper about the im- 
e systems of genetically altered mice. 
e paper, in a journal called Cell, was 
widely discussed by immunologists at the 
time. Its main findings seemed to be the first 
proof of a controversial theory about the im- 
mune system. Three years later it was all 
over the newspapers, but not in their sci- 
ence pages. Secret Service agents working 
for a Congressional committee were busy 
examining the data on which it was based. 
This seemed faintly absurd, not least be- 
cause Dr Baltimore is a Nobel prizewinner, 
and will become president of Rockefeller 
University next month. The matter now 
looks anything but funny. 

How did the Secret Service get involved 
in immunology? It is a tangled tale, which 
begins with Dr Margot O'Toole, then a ju- 
nior researcher in Dr Imanishi-Kari’s lab- 
oratory at MIT. She worked with the same 
mice as the team whose research was pub- 





lished in Cell, and was puzzled by her inabil- 
ity to repeat its results. Thinking that she 
must have been doing something wrong, she 
went through the laboratory's mouse-breed- 
ing records, and found some of the data on 
which the paper was based. She suspected 
that they had been misinterpreted in vari- 
ous ways and told her thesis adviser, who 
was at Tufts University Medical School in 
Boston, in May 1986. At that time Tufts was 
in the process of hiring Dr Imanishi-Kari. 

Dr O'Toole told university officials at 
MIT and Tufts that the actual data was mis- 
represented in the paper and did not sup- 
port its main finding—which was that anti- 
bodies in a mouse with altered genes could 
acquire the signature of the new genes by 
some sort of mimicry. In the early summer of 
1986 review panels at both universities re- 
ported that the main finding was not af- 
fected by Dr O'Toole's criticisms and said 
that no published corrections were 
required. 

Then a colleague of Dr O'Toole's con- 
tacted Mr Walter Stewart and Dr Ned 
Feder, two investigators of scientific miscon- 
duct at the National Institutes of Health 
(NIH), which paid for the Cell research. 
They took up the matter and circulated an 
analysis of the data Dr O’ Toole 
had found. Meanwhile, Dr 
O'Toole was asked by Dr 
Imanishi-Kari to leave the lab- 
oratory at Tufts where they 
both then worked; she has 
been unable to find an aca- 
demic job since the summer of 
1986. 

In January 1988 the NIH set 
up an investigatory panel, 
which was soon disbanded 
when it was pointed out that 
two of its three appointees had 
worked with Dr Baltimore. 
That April, the Oversight and 
Investigations subcommittee 
of the House Energy and Com- 
merce committee, chaired by 
Congressman John Dingell, 
began to look into the matter. 
A second NIH panel then re- 
ported in February 1989 that 
the Cell paper contained "sig- 
nificant errors of misstatement 


viu M Z- is 


and omission, as well as lapses in scientific 


judgment." But it cleared the authors of © 


fraud or misconduct. 

However, in May 1989 the NiH panel's 
chairman testified to the Dingell committee 
that the Cell paper cited some experiments 
which Dr Imanishi-Kari admitted were 
never done. Another panel member said 
that they had been about to "throw out" the 
whole study, until she produced laboratory 
notebooks purporting to describe other ex- 
periments done in 1984 and 1985 that did 
appear to support the paper. Oddly, these 
apparently much better experiments had 
not been cited in Cell. Early in May Dr 
O'Toole testifed that she believed that 
these experiments had not been done, 
and—for the first time—alleged fraud. 

Enter the Secret Service, one of whose 
jobs is to examine suspect documents. A few 


days earlier they had testified to the Dingell - | 


committee that certain key pages in the 
notebooks which had impressed the NIH had 
been produced only after Dr O’Toole 
mounted her challenge in May 1986. Dr 


Imanishi-Kari then said that she was an un- - 


tidy note-keeper and admitted for the first 
time that she may have written up some of 
the notes later. But she insisted that the key 
experiments were done before 1986. The 
raw data produced at the time of such ex- 


periments exist in the form of tapes printed. 


out by radiation counters, which measure 
radioactive markers that are put on antibod- 
ies and other substances used in the experi- 
ments. These tapes were mounted in the 


notebooks. 
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| Secret Se agents: "ur a bu ok. at 
he tapes and went to MIT to see how they 
lere produced. They testified this May that 
he dates given for the tapes of many of the 
ey experiments were wrong by months or 
ears; that a “large proportion" of the note- 
book entries were false; and that experi- 
ments appeared to have been “fabricated.” 
This April, the NIH, which had been doing 
ts own investigations, spoke of a "mounting 
body of evidence that there may be-very seri- 
us problems with the authenticity of key 
ata". It cancelled one of Dr Imanishi-Kari's 
two NIH grants (for technical reasons it can- 
not yet withdraw the other). 

~ Both the NiH and the Dingell committee 
ontend that Dr Imanishi-Kari and her law- 
er have failed to co-operate fully with their 
nvestigations. The two hotly deny this. The 
ct that Dr Imanishi-Kari, who speaks sev- 
al languages, sometimes seems to have dit- 
iculty expressing herself in English muddies 
e waters even further. But she has put for- 
ward one argument eloquently, which Dr 
Baltimore has sympathetically repeated: 
what possible motive could she have to 
eat? One disorder of the immune system 
which her area of work might eventually 
shed some light on is lupus, which her sister 
died of and which she herself is affected by. 
Why should she mislead the very scientists 
who might help her? 

^ Ifscientists were other than human, this 
might be a good argument. lf scientists had 
not in the past invented data to support 
conclusions that they believed, but could: 
~ not yet otherwise prove, it might have some 
- weight. But they are human, and it has hap- 
_ pened before. If a researcher is convinced of 
-the truth of a theory, he will not necessarily 
_ think that he is holding back progress if he 
manages to convince others of that 
truth—even if he has to bend, or break, the 
tules to do so. 


laboratory made to the Cell paper concern 
the genes that direct the production of anti- 
bodies. Nobody has suggested that his part 
f the study is bogus. But he has vigorously 








ections to the paper (in the 









The contributions that Dr Baltimore's - 


l - bits of computer data, is made more or less 
g come this fas — continues to s | | | 
rgued that it was unnecessary to 


blished). In the summer- - 
e Natio (o & Acidnaiy t of na 


'' newspapers Em congressmen. The E. 1989 pucr 
-hearings were again widely played. up as 


McCarthyite interference with science. 

In his Issues article, Dr Baltimore 
—alluding primarily to Mr Stewart and Dr 
Feder —also wrote that: 

If the sad history of this investigation demon- 
strates nothing else, it shows that uninformed 
or malinformed outsiders cannot effectively re- 
view the progress of scientific activity. 


The sad history is still far from over, but - 


when it is, that is unlikely to be the moral. 
The federal prosecutor's office in Baltimore 
(under whose jurisdiction the NIH falls) is 
considering whether criminal charges— 
perhaps of misleading Congress and the 
NiH—should be brought ‘against Dr 
Imanishi-Kari. The NiH's current investiga- 
tion will not report for a few more months. 
In February it said that it may cast its net 
wider to investigate other co-authors of the 
Cell paper; and it now says that it will also 
investigate the conduct of the original inter- 
nal inquiries at MIT and Tufts. 





Making microchips 


Trench warfare 


TOKYO 


IGH-ROLLERS in the semiconductor 

game are playing bluff over how best 
to make the day-after-tomorrow's super- 
chips. Some are gambling on improvements 
in conventional methods. Others say they 
are backing brand new ones, but are quietly 
hedging their bets. So, for the time being, 
forget about lasers, electron-beams, syn- 
chrotrons, and other touted new methods as 


ways of stamping out semiconductor mem- 


ory devices. The jackpot will probably go to 


the chipmaker who adopts the latest twists - 
to proven technologies and applies them 
whole-heartedly. 


Today's workhorse memory chip, the Ds 
- Hitachi, 


megabit DRAM (dynamic random-access 
memory) device, which stores more than 1m 





b around. When the maj 






en “tend t to be laid out as a street 
ied so-called "planar" fashion—on 
the silicon's surface. The thinnest bits are 


only 1.2 microns wide (a micron is one-thou- 


'sandth of a millimetre). 


Sometime during the next six to nine 


months, 4-megabit chips—using circuit 


lines only 0.8 microns wide—will take over 
as the main DRAM device. To find space for 
the millions of extra transistors and capac- 


itors that have to be packed into a sliver of 


silicon smaller than a fingernail, chipmakers 
have had to bury some of the circuitry in 
trenches below the silicon’s surface or raise 
it in stacks above (see diagram). 

Difficult as that is, they can still use 
many of the tools developed for making ear- 


lier DRAMs. And leading chipmakers have 
now been producing the 4-megabit device in 


pilot plants for more than a year. Their new 
factories for mass-producing them are about 
to be cranked up. As soon as they are, t 
chipmakers will have to get on smartly wi 
their follow-up, the 16-megabit chip. That is 
where the going will really get tough. 

For a start, the key circuit lines in a 16- 
megabit DRAM must not be more than 0.5 
microns wide. This makes the decision 
whether to trench or to stack crucial. When 
developing theit-4-megabit chips, most man- 
ufacturers opted for stacks, which are less 
robust electronically but easier to make. 

"Unfortunately, the closer the circuit 
línes are drawn, the worse the chip gets at 
remembering whether or not it has data in 
its cells. The capacitors that store the electri- 
cal charge representing bits of data do not 
have enough insulation to stop them leak- 
ing. To get better yields from the fabrication 
plant, as well as higher performance from 
the chips themselves, the chip's millions ol 
microscopic capacitors must be beefed up. 


The. best way to do that is to isolate them 
» down in trenches cut in the silicon's surface 
— gather than in stacks above. 


Japanese semiconductor firms. such as 
NEC, Mitsubishi Electric and 
Fujitsu—all of which used stacking for theis 
4-megabit devices—claim that they will be 





- able to make their 16-megabit chips the 
. same way. So they may. But Toshiba, today’s 
~ biggest DRAM maker, has made the more dif 
-ficult trench type of architecture work bril 


liantly for its 4-megabit chips. As a result, i 


ds. better placed to move on to the next re 


ement: stacks at the bottom of trenches. 
jte. predict that all the bis 


ipmal kers vill have to. de the same foi 


yi be en orbe eut by NMB Semi 
T, A of Japan's leading 
f ball-bearings, Minebea. To com 
th the big semiconductor suppliers 
has bought advanced designs from : 
fornian company called Ramtron anc 
'.sports the highest performing DRAM 
iU facturers. o 
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king part of hee process, - 











uit pattern on to a silicon wafer (known as a 
'stepper") runs up against a technical limit. 
‘he bulb in today's steppers shines with a 


ustry expected to have to adopt radically 
iew lithographic processes, based on far 
horter wavelengths produced by x-rays, 


rs. But none of the new printing processes 
as lived up to expectations. All are far too 


| The result | has been a sudden furry of 
terest in a rarely used band of ultraviolet 


ogic and computers 
- eon fuzzy 


‘VER since Aristotle, the science al logic 
through a wilderness of irrelevances and 


away from that track: it is too messy to fol- 


draw on the purist resources of classical 
logic to do so. 

-A machine that can see shades of truth 
- should make more useful, if less clear-cut, 
decisions. This notion has met with disdain 


computers are already using "fuzzy logic" to 
drive trains and make economic forecasts. 
A computer will always yearn for num- 


niversity of California at Berkeley, does 
just this. It starts by cutting away the sharp 


natics, numbers may be grouped into 
sets" in a precise fashion—the set of prime 


umbers or even numbers, fot instance. 


ver, such easy precision is hard to find. Try 
» assemble the members of the set of bald- 
ig men and you soon find that no two men 
balding to the same degre some men 
ave more right to belong to th club than 











ne (Yul Bryt ner). 


Except for one thing. With the joti | 

) it chip, the equipment used to print the cir- 

A well as GCA and Ultratech in America—are 
now rushing to prepare iline steppers for 
when the world's semiconductor manufac- 


turers start tooling up for the L6-megabit | 
chip in 1992. 


wavelength of 0.436 microns. That is too 
lose for comfort to the 16-megabit chip’s 
).5 micron line-width. Until recently, the in- . 


ctron-beams, ion-beams, and excimer la- 


has trodden a narrow and abstract path — 
paradoxes. Most of the real world lies well | 
low neat rules. Computers sit awkwardly be- 


tween the two domains. They are asked to 
solve messy human problems, but can only 


from most scientists, yet some liberated — 


bers, so one needs a set of rules for pinning — 
figures on vagueness and uncertainty. Fuzzy © 


theory, pioneered by Dr Lotfi Zadeh of the - 


sundaries found in classical logic. In math- 


Outside the mathematics classroom, how- 


an'e claini to membership of the setasa ^ 
umber between zero (a luxuriant mop) and 












l Dr Zadeh : says hat this idea is not just a | 
' 3 of -probability theory. While 
d world a black or. 


ok of 0. 365 n aricrondt 5 The: race is on to 
make steppers with light sources and lenses 
— work in this band. All the major step- 
. per suppliers—from the industry- leader, 


Nikon, to Canon and Hitachi in Japan as 


: The one firm that is both a customer 
and supplier of lithographic equipment is 
Hitachi. Still smarting from the humiliation 


it received at the hands of an upstart, 
Toshiba, which knocked it off its top spot 


with the l-megabit chip, Hitachi is deter- 
mined to reclaim the semiconductor crown. 
It is no coincidence that Hitachi is the first 


to: start supplying i-line steppers—and, so 
far, largely for its own needs. 
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white, bald or hairless (they eel cannot 


say which), fuzzy theory admits that there 
are countless shades of grey and baldness. 
- Moreover, fuzziness takes account of the nu- 


ances of language. If the set under consider- 
ation is instead that of slightly balding men, 
all the membership values change. Men with 
only a few hairs left are edged out to make 
room for the more hirsute. In this way a 
computer can learn a full vocabulary of gen- 
eral. fuzzy. terms like "mostly", "somewhat" 


and "often". 


In a subway system designed. by Hitachi 
in Sendai, Japan, a fuzzy controller: was 
taught how to run the trains using the ex- 
perience of. established drivers. - Only a 
handful of fuzzy rules—such as “if speed i isa 


little high- then brake gently"—were 


needed, The membership. values for the 
fuzzy sets "high speed” and ' ‘gentle brak- 
ing” came from interviews "with drivers. 
These trains now run so smoothly that pas- 
sengers need never hang from straps, and 
the same type of controller is expected soon 


to.be running the whole Tokyo subway. 





.. It is predominantly in Japan (and only in 


: the past few years) that fuzzy théory has 


n put to work. Dr Zadeh believes this is 





due t to a telüctanced in i the West to abandon 





precision even nsihen it it is s not y needed. It does 


not matter exactly how quickly a train slows. 
down, only that nobody falls over. And pre- 
cision can be wasteful, Suppose you are try- 
ing to park your car half a metre from the 


- kerb. Now imagine trying to do this to with- 


in exactly a micron. It would take all year 


and would usually be pointless. Non-fuzzy 


control systems consistently aim for this 
level of accuracy. = 

— Fuzziness is spreading a Sereni cam- 
eras now use fuzzy logic to focus automati- 
cally. In place of one focusing area they have 
three. The camera checks all of them, then 
chooses the most likely distance at which to 
focus. A washing machine made by 
Matsushita Electric uses fuzziness to decide 
how dirty a load is by measuring the amount. 
of grease in the water, then to add the ap- 
propriate amount of detergent. And 
Matsushita’s latest vacuum cleaner sucks up 


Carpet fuzz at a rate determined by fuzziness. 





There are also less menial uses for 
buic In economic forecasting, a host of | 
terwoven influences make exact mathemati- 
cal models well-nigh impossible. But con- 
structing à fuzzy rule for each influence on 
economic matters is straightforward. Econo- 
mists, like train drivers, can then supply the 
numbers needed to make a prediction. 

Despite these apparent successes, the 
subject is still controversial Dr Peter 
Cheeseman, at NASA's Ámes Research Cen- 
tre outside San Francisco, is a strong advo- 
cate of the use of probability theory instead. 
He argues that if probability is used not to 
say how likely an occurrence is (like the roll 
of a dice turning up a four), but instead to 
express to what extent one believes some- 
thing is true, then it reveals shades of grey in 
the same way as fuzziness. Because the math- 
ematics of probability is older and more 


_ firmly set, he claims it is safer and more pre 


dictable than fuzzy reasoning. 

When it is a matter of guiding a rather 
sluggish train, Dr Cheeseman has no E. 
ble with the fuzzy approach. But to guide 
aeroplane at high speeds requires a precise 
theory from second to second: any small er- 
ror has.to be instantly corrected to avoid di 
saster. The chances of a mistake, he argues. 
are much higher using fuzzy logic. Neverthe 
less, NASA is now testing a fuzzy guidance 
system for the space shuttle, having usec 
probability in the past to get rockets to the 
moonandback. 

Not to be defeated by the weight of aca 
demic opposition, fuzzy theorists retort that 
probability theory is a mere offshoot of fuzz 
iness. Dr Bart Kosko of the University o 
Southern California, a protege of Di 

h's, recently produced a paper outlin 
ing complete theory of fuzziness, from 
, he claims, the basic tenets of prob 

| heory and the answers to the oldes 
saradoxes follow. It seems the limit 
uzziness can do. are not clear at a 
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This one-year, fulltime MBA programme has been acclaimed . 
by international organizations as an exciting new learning 
experience. Applications for admission in 1991 are now 
being considered. 


INNOVATIVE: The practical implementation of a major - 
project of strategic importance, with a concrete return for the 
company sponsoring the MBA candidate, provides the 
springboard for Ashndge’s action learning approach. 


INTERDISCIPLINARY: The development of exacting 
analytical skills and equally important interpersonal skills 
combines with management learning in core areas to reflect 
real managerial and organization problems. 


INTERNATIONAL: The global business perspective is a 


constant backdrop in the exploration of management issues. 
INTENSIVE: Accelerated development for experienced, 


high-calibre managers will allow them to contribute to their 
organizations' future success. 


INDIVIDUAL: A small number of participants (maximum 
25) ensures unrivalled individual support in the development 
of leadership potential, and a truly unique and enriching 
learning experience for the candidates’ organizations, as well 


as for the individual. 


Potential candidates and representatives of sponsoring 
organizations are invited to attend an Open Evening, between 
6 p.m. and 8 p.m. on Thursday 12 July 1990, at 17 Portland — 
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the programme informally with members of the MBA Faculty. 
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Please send me a copy of the Ashridge MBA Prospectus 
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Cruisin’ USA 











Saruroar Nicut. By Susan Orlean. Knopf 258 pagés; s $i 9.95 


C YN SATURDAY night, more people in 
A America go out, dance, dine at restau- 
rants, drink, drive around in cars, watch 
films, kill each other, go to parties or just get 

: friends than on any other day 
"The widely felt imperative to 









Or "seems-to propel most people 
toward de weekend the way a high-pressure 
hose. propels water toward a burning 
building." | 

To get to this conclu- 
sion, Miss Orlean em- 
barked on a phenomeno- 
logical journey of discovery. 
Her splendidly unscientific 
and witty survey took herto | 
an-MX-missile silo in Wyo- 
ming, a chic shopping mall 
in Beverly Hills, a polka pal- 
ace in Maryland, the top 
rung of Manhattan’s social 
ladder and the bottom one, 
a Bowery soup kitchen. All, 
as the song says, on a Satur- 
day night. 

. This odyssey was in- 
spired by one of America's 
dafter preoccupations. As — 

one who has seen the > 

"American Graffiti" 
knows, some Americans 
like to go cruising. This has 
nothing—or at least noth- 
ing directly—to do with 
looking for sex. It is an automotive version 
of promenading. The cruiser boards a car, 
preferably a convertible, or a pick-up truck, 
perhaps with tyres the size of a small garden 
shed; and proceeds to drive in a convoy up 
and down a road in the middle of town, lis- 
tening to the radio and hailing fellow cruis- 
ers in hip cars with expressions such as 

“Ou ch!" 

* Miss Orlean was drawn to Elkhart, Indi- 
ana, the- tecreational-vehicle-and-caravan 
capital of America, by news that the town's 
young mayor was trying to stop Saturday- 
night cruisers from jamming up the high 
street, The mayor has a vision for his run- 


down town that involves banking, high | 
ogy and theatre. | His taste in cars - 


don Saturday nights," writes.Su- 


stretches to Buicks. 

“During her night with the cee Elke 
hart Cruising Association, Miss Orlean 
rode in a “funky, low-slung, creaky Pinto 
that had. been unsubtly patched with 
Bondo, which showed through the paint the 
way a panty line shows under a cheap suit." 
The Pinto was lovingly named Bad in Blue; 
it followed a white, half-ton Chevrolet pick- 
up truck called the Intruder. 


Now fascinated by the Saturday-night 


He went searching for love. 
ber "Fete. tored t 





habits of Americans, Miss Orlean moved 
on. She attended a quinceañera, a coming. 


out Mass for 15-year-old Hispanic girls, in 
Phoenix. She considered Saturday-night 
crime and. punishment in Lumberton, 
North Carolina, and at a prison on Staten 
Island. She spent a Saturday evening with 
No Means Yes, a not-ready-for-the-Holiday- 
Inn band playing in the drinks lounge of a 
steak restaurant in Vancouver, Washing- 
ton. = .- . 
. Amid incessant talk of the great food to 
be had in Brooklyn and Manhattan, Miss 
Orlean snacked with heart patients and diet- 
ers on salt- and cholesterol-free bean stew 
and miniature squash at.the Pritikin Lon- 


 gevity Centre in Miami Beach. In the book, 





top Steak House on Route 1 in Saugu 


| d socialite's dinner: a request to fe in 


watches the’ preparations and learns that 





this encounter follows her visit to the. Hill 


Massachusetts. More people eat at: t 
1,500-seát restaurant than anywhere el: 
America; i inan ordinary week it uses 4 
lbs of beef and 600 gallons of salad dressis 

Miss Orlean manages a sly juxtapositi 
or two. Intentional or not, to place her me 
ing with a Park Avenue socialite next to 
Saturday-night tour of the Bowery Missi 
with a reforming drug addict is masterf il 
The chapter on the mission is full of Menn 
nite prayers and wrecked lives; the socialit 
chapter is.yet more proof that Tom Wo 
did his. homework for “Bonfire of i 
Vanities”. : 

Miss Orlean was not herself invited £ 

























































cluded was greeted with bafflement, ' 
had said something in Chinese”. Bur sh 
.  Saturday-night parties are a 
o bit below the salt for people. 
with horses and houses to. 
go to at weekends. "Satur- - 
day night is for amateurs," 
. the hostess. says, having 
- been forced into giving this. 
. party by circumstances. 
.."We aren't amateurs. So 
naturally, our lives don't re- 
© volve „around Saturday | 
i nights." | : 
E Almost as annoying for 
Miss Orlean is her trip to 
-Los Angeles, where she 
makes the acquaintance of 
two middle-class teenager 
_ who are “creatures of 1 man 
. different scenes, rig 
. This means that they:sl 
from place to place on. 
urday night—shoppi 
mall to club to restauran 
ensuring that the co 
mostly expensive, clothing is worn. a 
times. Watches. are very. important: .“ 
tier, anything from Fred." Changing is d 
in a local petrol station. The intrepid 
Orlean is told to say, if asked, that she 
lost her luggage. 
Americans apart, this is a book. re 
prejudiced foreigner. Yankophobes will. 
hating Miss Orlean's smorgasbord of San 
day-night Americana: such trivia, su 
tackiness, such wastefulness. Lovers. : 
America will be confirmed in their . 
that it is a country of astonishing and 
abashed diversity. As a party-going Ame 
can might say on Saturday night: lt y 
great country—or what?” 




















Diplomacy - 


Lying for victory 





OUTRAGEOUS FORTUNE. By Roger Keyes. 
Tom Donovan Publishing; 448 pages; 
£8.95 (baperback) 








Keyes, son of a brave and famous admiral 
(and brother of a winner of the Victoria 
Cross), is angry still that, half a century àgo, 
his father's word was taken in vain, and his 
father's royal friend traduced, in the name 
of British propaganda. 

- Briefly, the story is this. Admiral of fe 
leet Lord Keyes, the author's father, in 
918 led the celebrated naval raid on the 
ermans in the Belgian port of Zeebrugge. 
From that developed the admiral's friend- 
ship with the Belgian royal family. In 1940, 
therefore, the. new British prime minister, 
Winston Churchill, appointed the veteran 
admiral as his personal representative to the 
much younger King Leopold III. 




















Wrong. The Germans beat the Dutch, beat 
the Belgians, beat the French, and chased 
the British across the Channel. Had the 


sonable next step would have been to seek 
peace with Hitler. This Churchill refused. 
To mask defeat and carry on the fight he 
- blamed the allies for letting Britain down. 
~~ The Dutch were in the clear, since their 


Navy. In France's case these was Pétain to 


-. Were an easy target. Their king was no mere 
military figurehead, but an active com- 


' for three days after their cause was hopeless, 
thus helping the British efect the: escape 
from Dunkirk that they had not told him 
about. Then, as an officer must, the king 
went into captivity with his men, to share 
and if possible alleviate their fate, as “a pris- 
oner of war, temporarily unable to reign". 
- The king’ s fate was wretched, not 
ishonourable. He and his army had done 
er ted against superior odds 
id generalship; but in Britain any word in 
ieir favour was suppressed with calumny. 
urchill mercilessly exploited the Belgian 
render as an example of weak-kneed con- 
ntal behaviour. The British government 
ed the Belgians, and their British 
nds like Admiral Keyes,  disgracefully. 
' Leopold and the admiral were in fact 
sualties of war, wasted as vainly as soldiers 
e when thrown into a diversionary attack; 


cepted as gospel, and still are, by those 
who are old enough t tocar. — 





ERE is a handsome piece of filial piety, 
and of retrospective justice. Lord - 


The war on the continent at once went 


- British admitted they were beaten, their rea- = 
A ALBERT GLOTZER met Trotsky hret 


: Queen and their government had bravely ! 
blame, de Gaulle to praise. The Belgians - 


- mander-in-chief. He kept his men fighting — 


nd Mr Churchill's brilliant untruths were 


.. formed" 
















































Russian history 


In its dustbin 


 TRorskv: MEMOIRS AND CRITIQUE. By AL 


bert Glotzer. Prometheus Books; 343 pages; 
ee 95 | 





[X times. Expelled from. the American 
Communist party in 1928, Mr Glotzer 


joined the Trotskyist opposition and in 
.. 1931 visited his leader in his Turkish exile. 
Three years later they met in France, and Mr 
_. Glotzer was dispatched to a youth confer- 


ence which Trotsky wished to push in the 


direction of a future Fourth International. 
Instead the Trotskyists were outmanoeu- 
. vted by the young Willy Brandt, and Mr 


Glotzer berated. The insult still rankles. - 


In 1937 the author went to Mexico to _ 
act as court reporter to the Dewey Commis- - 
sion, the unofficial body set up to hear. 


Trotsky's defence against the accusations 


~ levelled at him in the Moscow show trials. 
Mr Glotzer found it a moving experience. 


He also notes the irony. Here was Trotsky, 
who had no use for democracy, pleading to a 


jury and trying to reach an audience that 


only the democracies could give him. 
A great crowd-swayer, Trotsky in his 


. private life was a solitary and rather friend- 


less figure. As a memoir, therefore, Mr 
Glotzer’s. book is slim; his critique, running 
in counterpoint to the memoir, is more in- 
teresting. It is also remarkably even-handed, 
considering that the author, along with a 
large minority of the American party, broke 
with Trotsky in 1940 over the 
question". Trotsky's writings in exile were 
unsparing of Stalin, but he saw Stalinism as 
a purely temporary phenomenon. Soviet 
Russia was still a workers’ state, albeit a “de- 


3 


“Russian © 


one. ky was therefore the duty of 


"before: dnerdal “contradictions iex 


about its collapse. 

This was more than Mr Ost could 
swallow. Yet it was quintessential Trotsky in 
its blend of antiquated Marxist sociology 
and sheer wish-fulfilment. Most of all, it 
showed Trotsky's inability to understand 
how politics really worked. He was more at 
home with ideology; so while Stalin already 
controlled the party machine on Lenin's 
death in 1924, Trotsky had only his reputa- 
tion. He had no power-base at all. — 

But Trotsky did not lose the battle with 
Stalin; he never fought it. He was not an old 
Bolshevik: he had joined the party only. in 
1917, having previously been both the most 
virulent and prescient of Lenin's critics. His 


. enemies never let him forget this, nor did 


he. It was this past, Mr Glotzer argues, that 
accounts for Trotsky's exaggerated tespect 
for party unity, and which played into 
Stalin's hands. 
Mr Glotzer admires Trotsky the m 

He is severe on the theorist, and never less 
than scathing about the congeries of squab- 
bling intellectuals who formed the Fourth 
International. Recent history has been less 
kind to Trotsky. For over half a century he 
was consigned to oblivion in his own coun- 
try. Now, as reappraisal of Soviet history 
rocks past the revolution itself, he risks irrel- 
evance: of being consigned, in a phrase he 


. made famous, to the dustbin of history. 





Literary lives 


| The stuffed owl 


A Lage Mobini: A Lire OF HERBERT 
READ. By James King. Weidenfeld & Nicol- 
son; 364 pages; £25. To be published in 


America by St Martin's Press 


NYONE who hae read that vrange 9 
.haunting book, "The Green Child", 


will know that there were powerful contra- 


"dictions at work in its author. Herbert Read, 


early champion of Henry Moore, co-founder 
of the Institute of Contemporary Arts and 
stern agnostic, was also the romantic nature 
lover and mystic who wrote that singular 
novel. The world described there, from 
which his hero-is suddenly expelled, is the 
Yorkshire of Read’s boyhood, recaptured in 
middle age when he bought Stonegrave, two 
miles from his birthplace. 

Read was nine years old when hip hehe? 
died; for reasons which are not entirely 
clear, the widow promptly deposited her two 


sons in a charitable boarding-school for or- 


phans. By 15, Read had renounced religion 


. and discovered poetry; by 18, he was ar 
intellectual prodigy in desperate search of: 
vocation. : 


a the first wo ld | 











was awarded the Military Cross for display- 
ing the kind of indifference to death that is 
called courage, Read was in the thick of the 
literary world. The Sitwells were his friends; 
Eliot, Pound and Wyndham Lewis wrote es- 
‘says and poems for his magazine, Art and 
Letters. Surrounded by the great tradition- 
breakers, he could not approve of them. 
'Osbert Sitwell, whose fearsome sister had 
her eye fixed on Read as a possible husband, 
was cruel but perceptive in calling him a 
roundhead and presenting him with a 
stuffed owl in a glass dome. 

Married to Evelyn Roff, a more tracta- 
ble bride than Dame Edith would ever have 
been, Read set up a magazine, The Crite- 
rion, wrote poetry and books of criticism, 
became an expert on ceramics and glass and 
accepted a Chair at Edinburgh. Still a ro- 
mantic agnostic, his important friendship 
with Eliot began to wane as Eliot discovered 
faith; but in 1929 the gap was filled by 
B Moore. Always admiring of Moore's 

, Read was also drawn to the quiet and 
certain nature of the man. 

Since Lady Read is still alive and the 
biography an unofficial one, Mr King has 
had some problems with the next stage of 
Read's life. In 1931 he fell in love with a 
young half-German Catholic, a pianist al- 
ways known by her nickname of Ludo. After 
a two-year affair, during which her piano 
was installed in the Reads' home, the lovers 
eloped. Evelyn, already shattered, collapsed 
and was later institutionalised. The connec- 
tion between her decline and Read's icy de- 
tachment is strikingly compared by Mr King 
to Eliot's contribution to the mental decline 
of his first wife, Vivien. 

Back in London, Read and Ludo be- 
came part of the artistic commune which 
settled in Hampstead in the 1930s: the 
Moores, Ben Nicholson and Barbara Hep- 
worth, Stanley Spencer, Paul Nash, Klee, 
Gropius and Anna Freud. Theirs was, for 

Ost part, a new approach to art, and 
Read became their chief defender. When 
surrealism reached England, Read, while 
deeply disapproving of the group's free and 
easy ways, became one of its chief support- 
ers. He persuaded a publishing company to 
take Beckett's "Murphy", rejected 42 times 
before it reached his desk. He also helped to 
found the ICA and championed it as a plat- 
form for modern works—"an adult play- 
centre, a workshop where work is joy.” 

The 1930s and 1940s were Read's most 
exciting decades; in the 1950s he was 
crushed by too many commitments and too 
much transatlantic shuttling for lucrative 
lecture-tours. Money, or rather the lack of 
it, was the secret villain; Read touchingly re- 
fused to sell any of the priceless drawings 
and paintings which had been given to him 
by his friends. The sale of one Magritte 
would have bought him freedom, but he re- 
fused to take it on those terms. 

The grim irony of Mr King’s title only 


THE ECONOMIST JUNE 9 1990 
Tr A 


————————— ——O M 


becomes apparent in the final section of the 
book. Baffled by the 1950s and 1960s, Read 
railed against the young whose "anger" is 
the froth of empty minds; he complained 
that the ICA was being turned into a forum 
for increasingly idiotic events; he fought to 
keep pop artists like Roy Lichtenstein out of 
the Tate; he condemned the young Iris Mur- 
doch for her "crude uninspired English" 
while demonstrating, in the anthology "Vo- 
cal Avowals", his own inability to write any 
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kind of English at all. 

If Mr King is a little leaden in his touch, 
he was burdened with a fairly unmanageable 
mass of material. His subject, too, does not 
help him. Read was prescient, acute, intelli- 
gent and honourable; but he was also cold, 
egotistical and unforgivably self-righteous. 
“I used no rough words,” he told Siegfried 
Sassoon in what was meant to be an apology 
for vilifying him in an anonymous review; “I 
merely quietly spoke the truth". 





America's actors get political 


oound, lights, action! 


WASHINGTON AND NEW YORK 


Silver and friends on Capitol Hill 
"E MADONNA and Sting hadn't got- 


ten involved in the rain forest, no one 
would have known what it was or cared 
about it." The speaker is an American actor, 
Ron Silver, whose recent films include "En- 
emies: A Love Story”, and "Blue Steel"; and 
he has a point. Now that compassion has 
been stretched thin by an abundance of 
good causes, media attention-getters are es- 
sential equipment for serious movements. 
Marlon Brando "does" Native Americans, 
Robert Redford has the environment, Eliza- 
beth Taylor raises money for AIDS and Willie 
Nelson helps the farmers. A cause without a 
celebrity is probably a lost cause. 

For Mr Silver and his colleagues, a seri- 
ous mission also bucks up the self-esteem. “I 
think a lot of us secretly denigrate what we 
do," he says, speaking of his acting; "it's a 
perishable commodity. We have a hunger to 
do something more substantive." A year ago 
he organised The Creative Coalition, a 
loose collection of New York actors, writers, 
producers and assorted strugglers who are 
tired of being merely pretty faces— "the gar- 
niture," as Mr Silver calls it. Easy access to 
the media gives them an obligation, he be- 
lieves, to use that access for the public good. 
Stephen Collins, also an actor, agrees: 

We came out of the 60s with, if nothing else, an 
image of ourselves as people who had the 





thought and intention and desire to change 
things and we've been frustrated on many levels 
in doing it. It's almost like a re-rallying point. 
There's enough influence and intelligence out 
there that we can really harness it. Ve can really 
get people to listen. 


The Creative Coalition (TCC) gathers every 
month or so in an upstairs room at Sardi's 
restaurant in New York's theatre district. 
Sardi's is a splendidly tatty place, with red 
carpets and gilt chairs, but meetings are seri- 
cus affairs. lced water is the only refresh- 
ment. Anyone can come, and Mr Silver, 
practised as a press agent, loves to drop the 
names of members: Jennifer Beals, Jill Clay- 
burgh, Jessica Tandy, Garrison Keillor. But 
there is no place in the group for people— 
however big their names—who do not want 
to educate themselves on “the issues": the 


environment, the homeless, abortion (pro- - 


choice), nuclear weapons (against). Recent- 
ly, and naturally, the crisis over government 
funding for the arts has become the group's 
cause célèbre. 

Like a cadre of well trained attack dogs, 


TCC was let loose on Washington in March - 


for Art Advocacy day. Mr Silver, Mr Col- 
lins, Susan Sarandon, Christopher Reeve 
and Alec Baldwin spent the morning rous- 
ing the troops at a breakfast for arts organi- 
sations; in the afternoon, they strong-armed 
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undecided congressmen on Capitol Hill. 
Some scorned them; others, while wonder- 
ing how they would do on farm policy, 
thought them effective for the arts, at least. 
They have a striking visual advantage. At an 
afternoon rally on the steps of the Capitol 
the television cameras, focusing on the star- 
power, ignored the fact that the protest 
brought out fewer than 200 people. 

Mr Silver conducts his meetings with 
the savvy of a courthouse lawyer and the 
skill of a carnival announcer; but too much 
savvy can be dangerous. Despite a profes- 
sionally designed brochure and T-shirt, TCC 
has only recently hired an administrator. 
"We're so primitive still," sighs Mr Collins, 
who counts among his tasks the preparation 
of the newsletter. "People in the arts tend 
not to be organised." 

For actors, however, TCC solves a real 
problem—what to do when you're not 
working. "What should we be doing, golf- 
ing, having affairs?” Mr Silver muses. "Hav- 
ing affairs?” The thought suddenly sounds 
appealing. "Wait a second, it could be a 
short meeting. We could be outta here—I 
tell ya." 





The Rushdie affair 


Now on screen 


VER since it broke, the furor over 

Salman  Rushdies “The Satanic 
Verses" has been kept alive less by the book 
itself—which has tended to be burned, 
rather than read—than by the Muslim me- 
dia. Whenever Mr Rushdie's name is men- 
tioned in newspapers in the Islamic world, 
etiquette and piety require that it should be 
blackened. Even more dangerously—for in 
the modern age it is the screen, more than 
the presses, that whips up public feeling—a 
film on the holy killing of Mr Rushdie has 
been playing in Pakistan. The film is also 
available on video in the Gulf States, where 
there is a large body of immigrant Asian 
workers; soundtracks are said to be available 
in Bradford; and the producer, Sajad Gul, 
has said he would like to see it on Britain's 
Channel 4. It is definitely not the moment 
for that; on June 5th Iran's spiritual leader, 
Ali Khamanei, announced that the fatwa 
against Mr Rushdie was “solid and irrevoca- 
ble" and asked that he should be handed 
over to British Muslims to be killed. 

In normal circumstances, "Interna- 
tional Guerrillas” would be laughed into 
oblivion. The acting is routinely extrava- 
gant, the cinematography lurid. Mr Rushdie 
is a chubby man in glasses affecting to be a 
playboy; he wears white suits, and strolls ar- 
rogantly through smart resorts as the head 
of an international Jewish conspiracy. The 
plot is as simple as the characterisation. Two 


intelligence officers from Bangladesh, both 
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Talk musical 


OR whatever else Sir Rex Harrison 

will be remembered, one achieve- 
ment was unique. He created a new way 
of singing. And that was odd, because Sir 
Rex had no singing voice at all. 

Until "My Fair Lady" no actor who 
was not also a professional singer could 
get near a Broadway musical. But in this 
remarkably faithful musical version of 
Shaw's "Pygmalion" a compromise 
seemed inevitable. Henry Higgins, a pro- 
fessor in phonetics, had above all to 
speak the King's English. Harrison, who 
had already starred in “The Citadel" and 
"Anna and the King of Siam", had a 
reputation as a bit of a cad, like Higgins, 
and he looked good in a tweed hat. (He 
was to do more for that item of headgear 
than anyone since Sherlock Holmes had 
popularised the deerstalker). Above all, 
he also had a superb speaking voice. 

It was Alan Jay Lerner, who had writ- 
ten the lyrics and adapted the book, who 
persuaded Harrison to try talking his way 
through the lines. "Talking on pitch" 
was the technical term for it; to the pub- 
lic at large, it sounded acceptably like 
singing. This turned out to be one of 
those theatrical discoveries that should 
rank alongside the invention of scenery 
or the selling of ice creams. Today, one 
cannot imagine "My Fair Lady" any 
other way—although no one else who 
has attempted to play Higgins has man- 
aged it anything like as well. Those who 
have tried it in other films and shows, as 


pious Muslims, follow Mr Rushdie in order 
to carry out "God's will". They track him 
down to a fairytale cave where he is cower- 
ing, beast-like, but they fail in their mission; 
Mr Rushdie's bodyguard kills one with a 
machinegun while Mr Rushdie himself, after 
torturing the agents at his pleasure, hacks 
the other down with a sword. The intelli- 
gence officers have their martyrdom. Mr 
Rushdie, however, has not escaped; Allah 
himself, working through the symbols of the 
Koran, strikes him down with thunderbolts. 
Mr Rushdie meets his end in a blaze of neon 
calligraphy, punctuated by lightning. 

When "International Guerrillas” was 
shown on television in Pakistan six weeks 
ago, it drew a huge audience; only the World 
Cup has overtaken it. When it moved out to 
the cinemas, the viewings were followed by 
riots. The British authorities may hope that 
Muslims in Bradford will be too sophisti- 
cated to follow suit if the film comes to Brit- 
ain, but they should not deceive themselves. 
Muslim society in Britain is largely hermetic, 
deliberately inward-looking; the preferred 
entertainments are videos of Indian and 
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Rain, Spain, plain 


Richard Burton and Lawrence Harve 
did in “Camelot”, failed utterly. 

Harrison constantly needed his confi- 
dence boosted. He demanded that the 
same man should conduct for him in 
London and New York, and would 
throw a mild fit if he was not there. 
When the show became a film, the prob- 
lems he caused Warner Brothers and the 
musical director, André Previn, were 
legion. 

Shortly before he died, he had been 
acting with Claudette Colbert in New 
York. At one performance an off-stage 
aside, not intended for public consump- 
tion, echoed through the theatre: 
"Where is that — French bitch?" It 
might have sounded better to music. 





Bengali films. Mr Rushdie himself describe 
this in the character of Hind, wife of the pre 
prietor of the Shaandaar Café in "A Ci 
Visible but Unseen”: 


to deny the ghosts outside the café, she staye 
indoors, sending others out for kitchen prov 
sions and household necessities, and also fc 
the endless supply of Bengali and Hindi movie 
on VCR through which (along with her ever-it 
creasing hoard of Indian movie magazines) sh 
could stay in touch with events in the ‘re: 
world’... 


Now that Mr Rushdie has been forced t 
disappear, his image on the screen (unden 
ably based on the placards held up in th 
streets of Islamabad and Tehran) may ir 
deed become the real Rushdie for his Mu: 
lim audience. That is why some British Mr 
are insisting that the film should not b 
shown in Britain. But they are on difficu 
ground. The Rushdie affair is concerned, < 
base, with freedom of speech. His suppor 
ers can hardly champion the unlimited di 
tribution of an offensive book and, at th 
same time, seek to ban an offensive film. 
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A New Approach. tó Strategy Support 
17-21 September 1990 -© 

This programme introduces seate-of- the-art modelling » ace 
methods intended to enhance strategic thinking in 
management te: ims. dt shows how to capture man: age rs 
know e and ex perience of trhebusiness in "maps! that 
serve as a focus for team discussion, Ht illustrates uos regular 
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and consensus on strategic change. | | 

The programme considers the, appli ication of, strategic 
modelling to cases that deal with ; grow th manage ment, 
human resource policy, technology transitions, competitive 
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Z Funding for Postgraduate Course 
| onthe European Community 1990/91 


University College Dublin has received funding under the 


Advanced Technical Skills Programme (European Social Fun 
covering fees for the following postgraduate programme, 
commencing October 1990: 


MASTER'S DEGREE PROGRAMME IN 
EUROPEAN ECONOMIC and PU BLIC AFFAIRS 


The Centre for European Economic and Public Affairs (CEEPA) 
at University College Dublin offers.a one-year Master's 
programme dealing with the European Community. The 
programme is interdisciplinary (Economics, Business 
Administration, Law and Politics), has a strong policy 
orientation and includes study visits to Brussels and Florence. 


Applications for a limited: ‘number of positions. under 
this scheme are invited from well-qualified. graduates of 
any academic discipline. Full-time employment - 
experience is desirable but not essential. The funding - 
support means that EC students who are accepted. 
under this scheme will not. be liable for academic fees. 


For further information. and application. forms. contact: 


The Director, Centre for European Economic and. Public E 
Affairs, University College Dublin, Belfield, Dublin 4. me 
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Diploma. Schiller is an independent university - 
authorised by the Delaware State Board of 
Education to award ined; Bachelor and 

Master degrees. = 
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Unique professional and skill- 
oriented. international courses in: 


* General. management for state 
| enterprises: E 
* Financial management for smali- 
and medium-scale: enterprises 
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. promotion and industrial 
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Institute 

Montreux 
Switzerland 
| «The Swiss School of Hotel Management 


HOTEL MANAGEMENT &. 
TRAVEL AGENCY MANAGEMENT 
DIPLOMAS TUITION IN ENGLISH 


| @ Hotel Mat. Course:3 years 
Swiss & U.S.A. Diplomas 


| € Travel Agency Mat: 1 year Swiss & IATA 


international Diploma 
 intakes: January & September (Trave! 
Agency: Sept. only) 
Details: HIM, 15 Avenue des Alpes, 
CH 1820 C Montreux, Switzerland 
Phone,  — 21-9637404 
Fax: 21-963 80 16 
{Ths 453261 HIM — accmhEDITED av Sefl 








BACHELORS * MASTERS - “DOCTORATE - PLUS Y 
Full credit for work & life expenence. No residency required 


d A SEND RESUME FOR NO COST. EVALUATION 


LA SALLE UNIVERSITY DEPARTMENT 6 | 
A. Mandeville LA 70470-4000 USA ssid 
Phone 504-624-8932 . Fax 504-624-8931 : 
o —— Mr a aa -- vry 


teachers home... 


LIVE WITH TEACHER! 


Yes. learn the language of your choice in the 
country of your choice in your private 








HOME TAM (UAGE INTERNATIC TIONAL 
| | (He High, Street, St. L : 
Fel: (0) 843 851 












UNIVERSITY OF HULL 
OK 


wi MBA: EUROPE 


Hil aerat offers a full-time, 12 month módular based Master of Business Administration: Europe. 
sp As well as conventional management modules in finance, strategy, TUM resource T EDN, and 
i. mürketing dus UNIQUE MBA includes —— 

UU Wan troduction to European national and sectoral markets 


n epeh anaiysis of the European Community policy-process and how to use itive to assist corporate 


ase work on European Community external trade policy and the creation of j joint ventures ——— 
y5is of European company and competition law * 
* faviiharisation with business opportunities in Eastern and Southern Europe. 
* preparation of a European based research project 
The course commences in October 1990. : 
d: Further details from Dr Andrew chos MBA Europe, cian: of Hull, UK HUG TRE: Tel: 0482 
fe 465962, Fax: (482 406366. NE 


T^————————————————— MÀ 


_ UNIVERSITY DEGREE | 


For Life, Academic & Work Ex; 
Degrees for people who want to be more effective and 
secure in their Jobs or Professions. © 

Eam à BACHELOR'S CS MASTERS pt. DOCTORATE how by 





: Beale ea t 

Dur gravee scl roca! Io har aiiai i n Şuana arid 
industry. We will assist you in completing Les e din ee 
without formal classes or seminars at your own pace and ime 


Send dee sumó on wok e and academic experiance for a no 
evaluation. 


| PACIFIC WESTERN VUNIVERSITY 


E aT RCE NOU is — — — — 


APPOINTMENTS. — — — T A u "e 
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INVESTMENT PROPERTY 
DATABANK 





IPD is the largest UK supplier of information and 
analysis on property investment i in the UK. We work for 
iost of the major financial institutions, chartered sur- 
^ veyors, public bodies and others with interests. in the 
property market. 


Expansion has created a vacancy for an experienced 
researcher to join our staff. of 25. The work will range 
“across analyses of the performance ¢ of property market 
. and' individual fund portfolios, assisting with the devel- 
opment of our in-house forecasting model, and special- 
a ly commissioned studies on the economi CS, geography 
: or financing of the property industry. - | 
We seek quantitative and writing. skill ls, a good under- 
.. Standing of economics, plus at least two years' re- 
— search experience in a relevant fiel d— property, the 
* financial sector planning or general economics. Salary 
in the range £17,000-£30,000 plus, depending on. 
.. experience, plus company pension scheme and pros- 
_ pects of rapid progress within a fast-growing firm. 

. Further details from Tony Key. Applications with 
- full CV and two referees (who will not be contact- 
ed without permission) to Investment Property 

tabank, E Hr M i London NW1 

71- 
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| — international experts from Finland, Germany, Italy, 


| Dr. Nanty A. Meyer, The UNC Business School at Chapel Hill, US A. 


= {+ +39) (2) 5836 6300 
Name E M EN Position . adm 
Company — — Teephone |. 7 - 
Address ism TON NE. E 
City - State 





ERTES PEOR 













SEMINARS 


THE SEMINAR 
FOR TECHNOLOGY MANAGERS 
Lugano — Switzerland 
kept 9—15, 1990 












THE PROGRAM: echt ology s one of the E 
crucial strategic success factor: in today's. world of 
increased global competition. Managing people and 
operations in a technology-dominated context | 
requires a ‘Special. blend of skills. The ‘Seminar for . 
Technology Managers fills. in the management _ 
background techrology managers need to comple- 3 
ment their technical expertise. | E 


THE PART NERS: This seminar is jointly spon: 
sored by the UNC Business School, SDA Bocconi 
Business School of Milan, and the Swiss Federal. 
Institute of. Technology. (ETH) in Zurich, three of 
the world's most prominent. institutions of higher 
learning. 


| THE FACULTY: 1 The ficity à are acknowledged: 
































vri 





dti 






i Switzerland; the United ib d and the United 
States, . ig 


WHO SHOULD ATTEND: The TE is 
intended for managers of technology and innovation, 
engineers and Sci lentists, and other popes | 
who need to: 

a Help their companies compete effectively 
through the strategic. management of | 
technology and innovation; - - 

a Refine their ability to manage operations and 
People. 


4 ES 


U N C i 1 ETH: Eidgenbrsische " m A 
d E Burch 


Busitiess School | 
A £ HAPEL HM. 





& £u SDA ET CONI 





de 9m e m, nno a MAE HS AE ii asm qai a 3 A s re dt fene n metr sch eim n in ttg EU nO eI a emn mua nsa t Médecin m an Ais AP uh mme b Ph I d dM im M Mp 


For a brochure, p lease FAX the coupon below and a copy of your. busines 
card to one of the following: 


Telephone: (+ -- 1) (919) 962-3120, Telefax: (+ +1) (919) 962-1667 m Dr. 
Kuno Hamisegger, ETH/Zurich, Switzerland, Telephone: (+441) (0 Js 
08 00, Telefax: (44-41) (11 252 13 53 m Dott Alessandra Cagnetta, ~ 
SDA Bocconi, italy, Telephone: iu ed (02 3836 6802, Telex: 























































R egiotial pns 


We have two posts available in a fast-expanding commercial service for | 
private and public sector clients providing varied econometric 
‘modelling and consultancy work, covering the UK regions and Europe. 


_As part of our team of applied economists you would share in the 
preparation of forecasts, contribute to the development of our regional | 
and European services, and present results in reports and meetings. A 
strong economics background is essential. Good written and oral 
communication skills, computing experience and a foreign language 

| would be advantageous. T 








| Send CV to David Taylor, Cambridge Econometrics, 21 St Andrews St, | 
4 Cambridge CB2 AA United Kingdom D "cM 
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BILKENT UNIVERSITY _ 
FACULTY OF ECONOMICS 
AND ADMINISTRATIVE SCIENCES 


FACULTY POSITIONS 


Bilkent University is a rapidly expanding private, officially recognised, non- 
profit, English medium University with Faculties of Economics and Admin- 
istrative Sciences, Fine Arts, Engineering and Sciences, Letters, Music and 
Performing Arts. It occupies an attractive, custom-built campus on the 
outskirts of Ankara, Turkey. Rent-free furnished apartments are provided 
for all faculry members on campus. Undergraduate and graduate programs 
are currently run with mary of the faculty having their PhDs from 


western, Sorbonne, and Stanford. Applications ate invited for faculty 
members in the areas of —— 
* Monetary Economics 
"EV" * Fiscal Economics — 
beginning Fall, 1990. Applicants are expected to have a PhD with a strong 
` background in stochastic macroeconomics and a strong commitment to both 
` research and teaching. Applications are also invited for faculty members at 


.. . and Information Systems 
* Production and Operations 
















Applicants should send a CV and arrange to have two letters of recommen- 
ation sent to us. The names, addresses and telephone numbers of two 
academic referees should be included with each application. i 






institutions such as Harvard, UC Berkeley; Duke, Johns Hopkins, North- t 





UNIVERSITY OF LONDON 
THE LONDON SCHOOL OF ECONOMICS 
AND POLITICAL SCIENCE 


CHAIR OF ECONOMIC THEORY 


Applications are invited for the above established Chair 
at the London School of Economics and Political Science 
from 1 October 1990 or such later date as may be 
arranged. Applicants are expected to have international 


standing in the field of Economic Theory. 3 


Further particulars of this post are available from the 
Staffing Officer, The London School of Economics and 
Political Science, Houghton Street, London WC2A 
2AE. Applicants should submit 10 copies of a full 
curriculum vitae together with the names of three 
referees by 29 June 1990. 


An Equal Opportunities Employer. 


DEPUTY DIRECTOR 
SMALL ENTERPRISE DEVELOPMENT 

CARE, the distinguished, international development and relief 

organisation, seeks an individual to assist in formulating and 
promulgating institutional policy for the SED sector. 

Operating under the direction of the SED Director, your responsi- 
-bilities will include assisting in developing guidelines and strate- 

gies and in the design, execution and evaluation of SED projects 


and [o Un overseas; support country offices in program 


development, implementation, evaluation and administration; 
represent country offices' sectorial concerns to other departments 
within CARE. 


Qualifications include a graduate degree in Economics or in 
International Development with an emphasis on economics, a 
minimum of three years' experience in SED field, work experi- 
ence in the developing world, fluency in either Spanish or French 
and willingness to travel overseas at least 15 weeks per year. 
Competitive salary and excellent aid benefits including dental. 
Send résumé with salary history to CARE, Dept M, Human 
Resources, 660. First Avenue, New York, NY 10016. Equal 
Opportunity Employer M/F/H/V. No phone calls please. 


CARE 


THE INSTITUTE OF INTERNATIONAL FINANCE, INC 


J ECONOMISTS 


The institute of International Finance has vacancies for senior international 
economists. A good degree in economics and at least five years of experience 
in Country analysis are required, along with experience related to financial 
institutions and international debt. Candidates should be conversant with 
international economic and financial issues and have practical experience 
using personal computers. Evidence of analytical writing ability in English is 
essential and fluency in other languages, particularly French and Spanish, is 
essential for some positions. Be oe d 

The HF was established in 1983 by the world's leading commercial banks to 
improve the timeliness and quality of information on sovereign borrowers, 
The IIF provides reports and data on fifty borrowing countries to its member 
institutions as well as studies on more general issues of interest to the 
international financial community. © ^. 

The HF offers a competitive remuneration package. Applicants must be willing to 
‘vat ptimirehy, id letter with curriculum vitae and relevant examples of 


Roger N. Eddy, Executive Administrator, Institute of International 
_8500, 2000 Pennsylvania Avenue, NW, Washington, DC 20 
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l "Department of eng ee Fin inane nd e 
Pn nci ipa | L ec tu rer / 
». Se nic ior Le ctu re ro 










ST ment/Quantitative Methods. 





















Indien ' anda é tive experience, - 
T irrenitly under review: | 3 
" Principal: .ectur irer HK$359, 340 pa to Suan, o 

. Senior Lecturer HK$303, 180 pa to HK$392,880 pa. 
(Exchange rate UK £1.00 = HK$13.00 approximatel ly). 


Terms and dapes Option for appointment on gratuity-bearing terms 











bee 





applicable. 


' Information regarding the. Polytectinic and on posts 
from Appointments (37913), tym of Com 
Gordon Square, London WC1H OPF, UK. Appl 
curriculum vitae and details of three id 

rane should be submitted in duplicate 

22 n hnic of Hong Kong, 83 Tat Chee Ai 

; a third copy should be: nen’ wit: 














vertised are obtainable 

alth Universities, 36 
ns, including a detailed 
temic and professional 
Secretary's Office, City 
ii E by 30 June 












] the functions of a Stockbro 












5 x rco skills. Training. will be Provided. — 


T E You will need to be highly motivated, prepared to work long hours and capable of 
3 A showing considerable initiative. You will be expected to assume greater 
| responsibilities as the group continues to expand. We also value balanced 
ey "— who can blend noel with a fully international team. 





: related bonuses and ia subsidy.. 





: |si ^ Subject: Areas: Macroeconomics/Ecang ; orporate. Fi f iance/Invest- : 


degr ; preferably a doctorate witis 


(25% on basic salary) for two years or on superannuable terms with provision ; 
- for retirement benefits. Excellent fringe benefits include medical and dental 
schemes and long . leave, Passages and housing” ere provided where | 





T CVs should be sent to: 





re New Japan. Securities is the fifth largest ee Securities House and per 
Stockbr er, Merchant Bank and Investment Bank. Financial 
| prodit Todes a and d development i is seen as a key strategic area of future 


EF would like to. ‘hear from. Ries Scientists and Mathematicians aged m 
between 2| — 26. with, outstanding academic credentials and highly developed | 


: Ans extensive benefits package i is offered including: an excellent salary, performance 


ENGINEERS, SCIENTISTS & MATHEMATICIANS 














“Beoneinic Consultant 


The Henley Centre, based in Central London, is ot 
of the UK's foremost consultancies with over 1,0( 
subscriber clients worldwide. We are the strateg 
analysis division of the international WPP Group. 


We have a vac icy for an experienced economi: 
join a team of 30 professonal staff. He/she will t 
responsibility for the Centre's forecasts of the we 
economy and exchange. rates as well as und 
consultancy projects for business clients. ` 


The successful applicant will have a SEDE 

ground in-applied economics: A knowledge o 
business applications - of. “econometric Teste 
would be an advantage. | 


He/she will be self-motivated and ambitious. A highly 
competitive salary will reflect experience and ability. 
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2 2 Tudor Stree T lackfriars, 
London EC4Y 0AA 

















g Please write enclosing 
detailed CV with. you 
salary progression to: 
Richard Parkhouse 
Personnel Director, 

New Japan Securities 
4 Fenchurch Street 
London EC3M 3AL 





























The University of Auckland 
New Zealand 


| — (Hydrology and Water Resources; Human Geography) 
Department of Geography 
{Limited Term Appointments Three Years) » 

_ Lectureship in Hydrology and Water Resources: Technical skills, research interests and 
other teaching interests should De indicated. a 
Lectureship in Human Geography. Teaching and research interests, technical skills and 
regional specialisms should be indicated. (Applicants should note that this position is in 
addition to a permanent lectureship oreviously advertised.) 
Applicants should have a PhD or equivalent qualification and some postdoctoral 
experience in teaching and research. Teaching at undergraduate and graduate level 
will be required. NN ro 
. Commencing salary will be established within the range NZ$36,000-47,200 per annum. 
Conditions of Appointment and Method of Application are available from Appointments 
(37965), Association of Commonwealth Universities, 36 Gordon Square, London 
WC1H OPF, UK; or from the Assistant Registrar (Academic Appointments), University 
. of Auckland, Private Bag, Auckland, New Zealand. Applications should be forwarded as 
soon as possible, but not later than the closing date: 10 August 1990. 
The University of Auckland PENNE ir : 
An Equal Employment Opportunity Employer. — 

































University of Ot: g 


New Zealand 


MBA DIRECTOR 


Appia are invited for appointment up to Professorial level for the post 

of Director of the Master of Business Administration and executive develop- 

,. ment programme within the Commerce Division (the Otago Business School), 

- University of Otago. The programme is based on a post-experience, full-time 

no MBA, and related diplomas and certificates. The Otago MBA is in its four- 

teenth year, was the first MBA offered in New Zealand and is the leading full- 

time programme, _ 
The Commerce Division is one of four academic divisions within the Univer- 
sity. It encompasses the Departments of Accounting and Finance, Econom- 
ics, Management, Marketing and Quantitative and Computer Studies (which ` 
includes the disciplines of Information Science and Management Science). - 
The Division; of which the Otago Business School is'a part, has approxi- 
mately 2500 students in undergraduate and graduate programmes and a full- 
time and part-time staff.of approximately 110. | 
The Director has overall responsibility for the administration and promotion 
of the programmes. The position represents a-unique opportunity for a 
person who enjoys working with a wide range of subject specialists, has a 
strong interest in management development and wishes to develop or 

. extend close relationships with business firms throughout New Zealand. 

. Candidates should be good business generalists with some managerial expe- 

. rience, relevant higher degrees, and previous experience of programmes of 

* a similar nature. Typically, the successful candidate could come from one of 
two differentbackgrounds: " ^ —— ! 





















































«a person with sufficient academic qualifications and publication and 
/ teaching record to be appointed to a tenurable position up to Professorial . 
level in one of the five academic Departments of the Division and also be 
suitable to fill the role of administrator and. promoter of the MBA and 
executive development programme. A person in this category could be 
appointed toa five year term as Director with an option to join the Depart- 
ment of specialisation. | 
* aperson witha proven and outstanding business record and administra- 
tive qualities witha good degree and record of professionai involvement. 












A person in this category could beappointed at Professorial level fora five 
.. year fixed term with a further fixed term appointment possible. | 
The appointment will be vel appropriate to the candidate's experience 
and qualifications with salary negotiable up toa maximum of NZ$96,000 p.a. 
. Further particulars regard 
. McLean, Assistant Vice-Cl 


the position are available from Professor L 
chancellor - Commerce, University of Otago, P O 
Box 56, Dunedin, New Zealand, telephone 024 798-149 and facsimile 024 741- 
























Application procedures and. general information are available from the 
^ Registrar, P O Box 56, Dunedin, New Zealand or from the Secretary General, 
Association. of Commonweaith Universities (Appointments), 36 Gordon 
Square, London WCIH OPF, England. 








de Applications quoting reference A90/ 28 close on 20 July 1990. 


ity in employment is University policy 





|.» the holder against presentation of Coupon No 4S at either of the 















AMERICAN RELOCATING TO LONDON 





on US market. Former import buyer for Macys. Knowledge 
of food; textiles, housewares, other furnishings. Honours 
economic graduate. Well-travelled. Some knowledge of 
Spagish. Please respond to Box 107, The Economist 
Newspaper Ltd, 10 Rockefeller Plaza, 12th Floor, New 
York, NY 10020 USA. 

















Lake Geneva 
& Mountain resorts 
You can own a quality APARTMENT/CHALET in 
MONTREUX, VILLARS, LES DIABLERETS, LEYSIN, | 
GSTAAD Valley, CRANS-MONTANA, VERBIER, etc. from 
SFR, 200'000.— 80% credit at ~ 712% 


ŠA 52 rue dé Montbrillant - CH-1202 GENEVA 
REVAC S.A. Tei, 41.22/734 15 40 Fax 734.12 20 


amenities and su 
. 1 commute from 
t Bridge. 
Rent £1,200 


immediately. 
i Cali 081-699 4727. 


orest Hill to Londo: 


per month. Available 








SWITZERLAND - 


.. For sale 
High-standing premises, centre of 
Lausanne. ideal for showrooms, 
exhibitions of jewellery, art, an- 
tiques, furs, etc. Complete securi- 
ty. Authorisation to conduct 
business. 
. SAMI Financial, rue Etraz 10 
~~ 1003 Lausanne, Switzerland 
|... Fax: 41-21-202370 


“Cotton Spinning Mill- 
in Costa Rica 


For sale in a non-quota country | 
a working 8,000 ring spindle 
with own modern building and 
20 acres of land; plenty of 
water. Complete and appropri- 
ate infrastructure. Enquiries: 


CIA Textil Centroamericana SA. 
PO Box 1411-1000 San José, 
Costa Rica. Fax (506) 21 06 73. 
Tel (506) 23 34 44. | 


The general meeting of 31st May, 1990 approved the distribution 
for the financial year 1989 of a net dividend of BF470 on bearer 
shares. The final dividend of BF370 will be payable by BF draft, by 
. transfer to a BF account, or, in sterling at bankers’ sight buying 
rate for Belgian francs on the day of presentation at the option of 





































following offices: 








Schroder Investment Management Limited 
36 Old Jewry | | 
.. London EC2R 8BS REA 


.. Attention Coupon Department 


Banque Belge Limited — 
4 Bishopsgate 
London EC2 


Between the hours of 10am and 2pm on or after 7th June, 1990. 
UK tax will be deducted from the net dividend unless lodgements 
are accompanied by the necessary affidavit. Payment can be made 
only to persons residing outside the Belgo-Luxembourg Customs 
Union. Shareholders should note that under the terms of the UK/ 
Belgian Double Taxation Convention Solvay shareholders resident 
„inthe UK are eligible, upon submitting a duly completed form 276 
DIV; to partial reimbursement of Belgian withholding tax equal to 
13.33 per cent of the net dividend. Ewe C 








































LATIN-AMERICAN 
EXPERTISE AVAILABLE 








































IMMIGRATION- CANADA - $150,000 Cdi 


First Canadian Capital Corporation offers gov- 





HANDWRITING ANALYSIS 













HAMILTON bL 


















































| Suspect Documents: Examiner of ernment accepted investment to facilitate im- 

oe acai | Forged/Anonymous writing. migration to Canada. Professionally man- f ASSOCIATES | 
perience in Latin American financial and travel Also aged, fast processing. Return of investment I i d the z 
related advertising/publishing markets. Excel- Personnel/Character Assessment. | paid out or liquidated in three aded | ntroducing key | 
lent general knowhow of the area. Wishes to First. Canadian Ca € Hon, 201- | - concept for Executive 
be.based in London, Miami or locally. Willing - .. P. Lavell 315-22nd St E, Sa Canada $7X | 

fo travel, Résumé available. 3 aeg Close | 005. Te (306) 242-7878. Fax: (308) 934- Resourcing in the 1990s 
‘570405. ] | tet: eee Fax: 971267 4201 "SELECT V 







BD 
BY NY PUBLISHER 






Tel 071 d 8988 









D & $ Travelling 


























| Leading subsidy book publisher seeks 
BUSMESS W DE USSR v m Co Ü í 0 n g RUSCA of an types, ital non- LUI 235 6125 
PE THE ETO GROUP mpan fiction, poetry, juvenile, scholary and 
COMPANIES - E ee M authors wet. 
; comed. Send for free booklet; - 
get em Bri inging | together S92, Van Press, 516 W, sé 









Street, New: 


US IMMIGRATION 


- Licensed attorney. 


ork NY ba USA. 





-like-minded -— 






Malesia qiii 


HE. services. ind seran for for-. ER 
UNITEX. 







Practice limited to us immigration jaw. 


Judith B. Sporn, Attorne at Law 
| 125 Main St, Westport, CT 66880 
| Tet (203)226-1223. Fax: GMT 


























eLUXURY! 

KENSINGTON $ 
E | APARTMENT 
IWITH ALL THE COMFORTS 












THE PARKES 


' LONDON'S LATEST SUITE HOTEL 







~ CUT THE COST OF 






































pa er ae | CUT THE COSTOF | |oF YOUR OWN HOME| : 
HOTEL ROOMS (from) | | | YOUR STAY IN LONDON. to suit. all s 
SLEEPS 2 £85.00 + VAT Long and well established | Take a furnished self-contained service | . Ü 
TONS ranching operation comprising | ment in Knightsbridge, near. Todi eid l padre service, 24hr recep. Short 7] 
| vd (from) 1 | 25,000 ia on the heraa pae on, Le lon lets. Perfect for business or leisure. pe 
SLEEP 4 £144.50 + VA capital Lusaka with extensive | p.p 
INCLUSIVE OF: infrastructure including. export | diis Brochure by are ` SERVICED AP, ARTMENTS 


26/27, Collingham Gardens 
Peete SWS OHN- ' TEL. 071-835 1144° 


ares \partment 
‘| Fax: 071-3739693 ‘Telex: 918595 


" A5 Ei rdens, i NSW? 
j Tek: 074-684 4123. Telex: 295441 - KSF) 





abattoir, meat factory, retail 
butcheries and game ranch. 


| Genuine enquiries to advertis- | 
| er in London. Fax 071-224 
5417, or Telex 24135 IAPCO. 


» Sumptuous English buffet 
= breakfast 

* Colour TV radio 

** Direct dial telephone 

*' Hairdryer 

* Hospitality tray/tea/coffee/ 

.- chocolate & biscuits 

** Complimentary newspapers 

* Luxury kitchenette in each suite 
e Luxurious appointed bathrooms 















Your corporate identity 






EXECUTIVE HOTEL 






















* Guest lounge q 
*-lroning ok PEE press KNIGHTSBRIGGE ra | | ( i ad be ) ul t y O u. 
x Room safe | 
: | LONDON SW1X 0BD | | 

41-43 Beaufort Gardens H » a | 

Knightsbridge fere | does it convey the 
London SW3 1PW — Telex: 941 3498 EXECUT G - | 
071-5819944 | Fax: 071-225 3447- Single bedroom £54.95 + VAT | |. ? 
Telex: 268235 Double or Twin £79.95 + VAT — | ynt Message: 





Elegance, privacy and exceptional 
| value in one of the world's most 
fashionable neighbourhoods. 
Buffet style English breakfast 

included. 
















Everything about your. 
















































! : lentity reflects er 
F Karepem A Access | | e omparnvy 'g H CH 
>o voted | ! ALINBAR EXCLUS! = T i its character: from your dttentive to you. 
J ——M and the way your | 
- Best New Business vuU, i E " du ARAM ud Nd M £d | 
Information Source* HOW 10 ALLY OBTAIN A people answer the phone, For examples of our se 
SECOND FOREIGN PASSPORT 


to the logo and the annual please fax us your company 
report, name and address and we'll 
forward a brochure. 


The only publication that gives a 
comprehensive overview in a 
convenient form of everything 
that is being published by the 
EC, and about the EC in news- 


SECOND PASSPORT OFFERS 
MORÉ FREEDOM, GREA TER SECURI- 
TY, INVESTMENT OPPORTUNITIES | 
AND CAN HELP 7o SAVE TAXES 


The exclusive PASSPORT REPORT is 
the phi so up-to-date guide on obtaining 


















Global markets. Mergers. 












































_ papers, journals and books. passports from legal sources | Acquisitions. New strategies. Roger van den Bergh, 
F daa ec icc and brochure ses. quor and eared d. Gotan | These forces influence Atlantic & Pacific Design, — 
| irc ria c | pe pea j man corporate culture and can 2] East 22nd Street l 
. Cambridge CB2 INR. vien iba Melee ioe O A: etel il result in the need to update, New York, DAE 10010 
; Te DO m Murray Road, Horndean, Hants POS SJL, refine or radically change T EGRE. 212 254 6670 ` 
rF en = Busines = | Credit er phone or fax your corporate identity. rn 212 475 6929 
(ASLIB) - | 07 Ec bcd 













BIRTHDAY DUE? Give someone an 
original newspaper dated the very day 
they were born, £16. Tet: 0492 531195/ 
531303. 


na-—-—-—-——— 
2ND  PASSPORT/DR. LICENCES. 
Special reports. Any country. INI, 26 
Kleomenu Athens 10675 Greece. Fax 
7219080. 


Duae Hoa. 
M Sarah Hodge Recruitment Consultants 
| Needa Top Secretary? | 


Call (071) 434-0030 
215-217 Oxford St London WIR 1AH | 





















BEST DEALS in first/club class fares 
worldwide via Amsterdam. Contact 
Scenic Travel Lid. Telephone 081 808 
. 2943/081 801 7471. Fax: 081 808 
1554. IATA/ABTA. | 


“IMMIGRATION 
TO CANADA 


To immigrant investors and their advi- | 
sors we offer bank or mortgage guar- | 
anteed investments and professionally | 
managed, government approved im 
.| westment syndicates (for 150K/unit). 
d Confidential service is assured. 
E | Kingsword: Capital inc, 1255 Universi- | 
Ste ed Mt, Canada HIB 3X3. Tet : 
324 fax: (51 1874037: Eos 


wasmman 
DR J. DAY; QUALIFIED HANDWRIT- 
ING ANALYST. 30 years experience. 
Business/personal/personnel selec- 
tion. Tek 071-351 2220. 2 Berenger 
Towers, Chelsea, Londen. England: 








‘OVERSEAS POSITIONS. ‘Hundreds of 
top-paying positions. All occupations. 
Free details. Overseas Employment 
Services, Dept EC, PO Box 460, Town 
of Mt Royal, Sueton, Canada H3P 
3C7. " 

M ———— Ó— 
ALL THE EDWARDIAN SPLENDOUR 
of a fully restored 110ft classic motor 
yacht available for charter in the Medi- 
terranean. 12 guests + five crew. Tel: 

(UK) 0473 254630 for brochure, or 


Soe -——— 
SENSE R mem 


E London SWIA IHG. 






v. S. VISA MATTERS - 
‘| Visa requirements for companies, 
Brass d and individuals doing | 
= | business, or wishing to do busi | 
| ness, inthe United States. — 
| Law Office Edward S. Gudeon", 17 
Buistrode Street, London W1M SFO. 4 
Tel: 071-486 0813. Fax: 071-224 2337. 


"U.S. lawyer resident in London. Practice 
limited to U.S. ieyrignation ans cational law, 





































e B.V. ISLANDS £525 ——— 
Le pieces | £375 ITALY | 
@ GUERNSEY £505 
_.@ HONG KONG e495. [| |. „CAS dri erm THE uit 
(€ IRELAND NON-RES — £395 f | v 
€ ISLEOFMAN © = £350. at | j d A raa 
@ JERSEY —-. £550 [ | Piazzadi Spagn 35, 00187 Rome, italy 
@ LBERA — £525 || —— Far bri seg ecu 
Le PANAMA © 8525 ee 39-0 SEHR 
FULL NOMINEE, MANAGEMENT, — ' ' 
ACCOUNTING AND ADMIN ' 
SERVICES AVAILABLE. 


= FOR AN EXPLANATORY Di SCUSSION 1 

AND BROCHURE, CALL COLIN 
FORSTER, OVERSEAS COMPANY 
' —— REGISTRATION AGENTS LTD. 
a COMPANIES HOUSE, TOWER - 

3, STREET, SEY; ISLE. OF MAN 













ndi etai «d ohers srt con- 
nts with kitchen and bento 


Apr ^ 90 per week 
ot Mer am IET 





























| Telephone: 071 387 8022. Fax 671 380 0280. 
| DIMERS CLUB INTERNATIONAL, VISA, AMERICAN 


"This price includes à ur Charge for provision of 1 
tumisfngs, n toY 
















OFFSHORE C 
Based. in the TAX-FREE Turks & ‘Caicos Islands, we 
specialise i in the following. 
* Bank, Trust & Company Formation & Administra- 
tion Services - 
.* Captive Insurance Establishment 
* Redomiciliation of Foreign Companies 
* Nominee Services. 
* Local Business & Real Estate Investments & 
Immigration 
WE CAN FORM YOUR COMPANY WITHIN 24 HOURS 


 WINDSOR PARAMOUNT TRUST, 
CORPORATE SERVICES LTD, 

Suite 1, The Arch Plaza, Leeward Highway, 

Providenciales, Turks & Caicos Islands BWI. 

Tel: tail 4910. Fax: (509-940) 4911. 
























e u LONDON s T 


fity serviced apartments offering best value for 
"ü money, Cue apartments offer great savings. com u 
p” to hotels. Fully serviced, private Bathroom, 
“chen, TV. telephone. central heating, elevator. 
Centrally located in Kensington area. a 











.. LONDON 
SOUTH KENSINGTON 


Fully furnished luxury one and two bed 
apartments. 


Quiet wee lined street close ta shops 
restaurants and tube — station. video 


London $W7 406, UK security. 
Tak: O11 44 71 370 2663 BB | Min one week. £336 to £805 pw. Full 
Fax: 011 44 71 370 6743 ; 028i Tal up j3095 0184. Fax: 071-225 
.] 0280. Telex: 893095 
+ "EENREEN sJ | | 2 








| FOR ONLY S10 


PROFIT FROM U.S. GOVERNMENT DRUG SEIZURES 


HZ would you like a new house or car, courtesy of the United States Govern- 
FL ment? Government officials are seizing automobiles, boats, computers, homes 
and other real estate from drug traffickers. 


` Then, the US. Government resells their merchandise and property at public and 
i sealed bid auctions. In some cases the U.S. Government is selling things at prices 
` $0 low, youd think they were practically giving things away. 


FIRST TIME EVER: 
THE COMPLETE GOVERNMENT AUCTION PACKAGE 


ver 30 different Government agencies want you to come to their auctions or 
Operhass their real estate, many at incredibly low prices. 


Enroll now in this special program and take advantage of fantastic bargains in 

Military Surplus, Real Estate, Electronic Components, Scrap Metals, Airplanes, 

Computers, Luxury Automobiles, Yachts, and over ten thousand different types 

of merchandise. Excellent export opportunities. Many auctions held throughout 
- Europe and the Far East. - 


Find out IN ADVANCE about us. Government Auctions. 


PHONE FREE umor 
THE ACTION GUIDE TO GOVERNMENT AUCTIONS 


unrrep xincoom 0800-89-1570 UNITED stares 1-800 168 
|. FRANCE 3905-90-2529 cenmany © 0130-81-1397 
swiTZERLAND — 046-05-5715 CANADA. 1-800-468-5060 











NETHERLANDS — 06-022-9713 AusrRALA 0014-800-125-854 
BELGIUM 11-8141 ap 0081-111457. 
SWEDEN = 020795674 Hone KONG . 800-7106 
ITALY .167819024 Korca- 008-1800-914-8270 
arazi — 000-811-926-5586 ISRAEL 00-177-926-7886 
CHILE 00-020-2128 mexico 95-800-248-0299 
DENMARK . 8001-0270 PHILIPINES 800-111-9024 
FINLAND 9800-10048 singapore —. — 800-1553 


GUATAMALA -099-0050 TuAMAND 001-800-1-926-6686 


MASTERCARD —VISA — AMERICAN EXPRESS ~ DINER'S cua. 
COPYRIGHT © REX PUBLISHING CO. ALL RIGHTS RESERVI 






"AND FINANCIAL INDICATORS - 





OUTPUT, DEMAND AND JOBS Ania s unemployment rate fell in May to 5.3% of the workforce, 
down from 5.4% in April. West Germany's jobless rate was 7.3% in May, down from 7.9% a year 
ago; its GNP rose 2.596 in the first quarter, taking it to 4.426 above its level a year ago; its industrial 
production, however, fell by 2.096 in April. In both France and Switzerland GDP grew by 2.996 in the 
- year to the first quarter. Canada's industrial output fell by 1.196 in the year to March, while Spain's 
expanded by 4.696 in the same period—the fastest growth in our table. 








i change at annual. rate 
| industrial production 
i 3mthst — L year 
Australia — — 57 + 27 san 
.Belgum ^ 4 25 +37 o 
“Canada — ux 42 — 11 ma 
“France — 12 +19 ww 
,W.Germany + 46 26 sp 
.Holland —279  - 03 w 
italy, _ ~ 5&9 ^31 Feb 
Japan. + $38. + O2 we 
Spain +99 +46 ww 
Sweden. — 24 wa 


7E 84 














WAaIue index deflated by CPi 1988. 


+09 o0 





GNP/GDP -retail sales [volume] unemployment % rate 

` 3mthst  tyear 3 mthst 1 year latest year ago 
+74 + 5601 +09. +37 0 62 Ap 62 
' na na + 9.5 + 4.0 Det 9.1 Apr* 9.5 
+20 + 24 ao + 4.7 — 1.7 dec 72 a 78 
“+28 +29 a1 (— 44 4 44 pk" 93 ax X 100 
+104 + 44 a +10.3 + 6.1 Mar 73 «y 79 
+91 +39 a3 +10.2 + B.I mayt 5.2 ap 5.7 
+18 +28 « +78 — — 71 vet 109 rw 10.8 

+30 +47 o + 94 + 87 Fe 21 Ax 23 — 

na na —209 4 62 nw 157 aw — 77 
na + 0.7 o —113 — 29 san 11 a 1.5 
^19 +29 4 +12.2 + 0.6 Mart 0.6 ape* 0.6 
TJI "150 + 50 + 2.6 Apr 5.6 ay  — 65 


eod 6 — Mar 








(A 21. 





+ 22 a 











+ 05 Apr 


53 may — 52 
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PRICES AND WAGES American wages climbed 4.1% in the 12 months to May, the biggest rise for 
over.a year; but, after allowing for consumer-price inflation, this amounted to a 0.6% real pay cut. 

- Canadian wages increased by 5.496 in the year to March; its wholesale prices were flat in the year 
. to April, but the three-month rate of growth suggests that prices are speeding up. In the year to May, 
consumer-price inflation slowed to 3.196 in Belgium and 3. 7% in Italy. 








% change at annual rate ; 
. consumer prices* 
3mthst — 1 year 
Australia + 7.0 + 8.6 re 
Belgiun + 3.4 + 3.1 May 
Canada | + 55 + 5.0 ap 
-France + 32 + 3.2 Apy 
; W. Germany + 40 + 23 a 
Holland + 26 + 2.0 Ap 
italy | 59 + 57 ww 
Japan || 4 89 + 25 Apr 
Spain +72 * 70 ax 
Sweden | t 19.4 +10.1 Apr 
Switzerland + §.0 + 46 dor 
UK ^ +11.6 + 9.4 ap 
-US -+ 6.7 + 4.7 ap 












"wholesale NE 
-3 mthst 


+ 4B 
— 5.4 





1 year 
+ 63 Fer 
+ 0.9 Feb 











wages/earningst 

3 mthst 1 year 
+94 + 62 Nov" 
+195 +55 a 
+54 + 5.4 War 
+ 4.6 + 044 jan” 
+ 49 + 60 Mar 
+ 27 + 1.5 Mar 
+ 65 + 69 De" 
+27 +53 wn 
+ 84 + 6.5 Fat 
+15.7 4 386 m't 
+14.7 + 95 Ma 
+ 40 + 4.1. May 
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rly wage rates in manufacturing except Australia, weekly earnings; Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA, hourly 
rings; UK, monthly earnings for all employees.t 1989. 


gH PAPER MOUNTAINS Whatever hap- 
pened to the paperless office? Most rich 
industrial countries continued to use more 
and more paper and cardboard in the 1980s. 
.Japan waded through 50% more paper per 
.person in 1989 than in 1979, equivalent to 
223 kg per head. Even the environmentally 
friendly Swedes increased their paper con- 
-sumption by a fifth, to 259 kg each— second 
“only to America's 279 kg. But while America 
remains the world's most wasteful nation— 
“at least so far as its consumption of paper 
and board is concerned—it is the only big 
-country which used less paper per person in 
1989 than in 1979. The bad news is that it is 
using more plastic packaging instead. Least 
. wasteful in the league are the French, who 
“seem to use only half as much paper per 
: erson as the average American. 


Ie pies TT to ali — All wes mon adjusted except * not seas. ad t Average of latest 3 months compared with avg. of pius "n mos, at annual rate. na not available. 


1985—100 ] % change on 
. May29 JunSt one one 
a MEER month — year 
Dollar index 
All items 31314 12890  — 15 — 58 
Food 1053 .— 1014  — 35 — 86 
Industrials T 
. All 157.4 1577 — — 0f — 38 
| Nlast 1433 . 1433  — 01 + 68 
Metals 1674 1679 | — 02 -— 93 
Sterling index 
All items 99.4 987 <—23 -—122 
Food 796 771 — 43 —148 
industriais 
Al 1190 1201 — 10 -—104 
Ntatit 1084 — 1091 . — 09 — 05 
i Metas ^ 1266 ^ 1278  — 10 -—155 
SDR index 
All items 101.0 — 1004  — 11 -—107 
Food ; 809. 785. — 31 —134 
industrials E duis 
_ All 1210 — 1222 +02 — 89 | 
_ Natt $801. omma +02 £12 4 
_ Metals 1286 1807 +01 ~141 | 
Gold TEN 
$ per oz 367.5 358.50 ~ 30 ~ 18 
Crude oil North Sea Brent P d 
$ per barrel 1645 — 1563 — 77 -—151. 











































B COMMODITY PRICE INDEX - 

| After falling steadily since | 
' mid-1988, the price of alu- 
minium is set for a modest rise. in the past- 
two quarters shipments were an annualised 
14.7m tonnes and 14.6m tonnes respective- - 
ly; world production, though, has been stuck - 
at an annual rate of 14.4m tonnes for the 
past 15 months and producers are already . 
working flat out, according to James Capel, - 
a London stockbroker. However, producers’ 
inventories barely fell over the past three 
months. This is partly because Brazilian - 
holders, squeezed by the government's eco- - 
nomic reforms, sold their stockpiles. Such . 
blips aside, analysts expect demand to lift 
the aluminium price by more than 10 cents a 
lb to about 85 cents next year. 





















$ Provisional 1$ Non-food agricutturats 



































































- of developing countries centinues to rise, 
from $836 billion in 1982 to an. estimated 
$1265 billion this year. More than two-thirds 
of that increase was due to a rise in official 
- debt (to governments and to international 
financial institutions). Africa's debt to com- 


export credits) rose by $17 billion to $41 
- billion, but its official debt jumped by'$71 
. billion; to an. estimated $130 billion. Latin 
. America’s bank debt rose by $18 billion to 
$242 billion; its borrowing from other private 
creditors fell by $21 billion, while its official 
debt jumped by $80 billion to $120. billion. 
This lifted the share of official creditors in its 
total debt to 29%, up from 12% in 1982, but 
this is still well below Africa's 63%. The only 
region: to borrow substantially more from 
commercial banks was Asia; its bank debt 
jumped irom $82 billion. to $124 billion. 


W EXTERNAL DEBT The total debt burden 


. mercial banks fell by $4 billion to $35 billion. 
Its debt to other private borrowers (eg, 


WORLD BOURSES Share prices in New Y York hit an all-time high c on June Ath, wes falling b back 
slightly. London was the top performer this week, up 3.796, followed closely.by Hongkong’ 53.6% 


gain. Hongkong has now risen almost ne from last year's lows.. 









Stack price indices 
Jun 5 1990 one one 

high low week year 
* Jun 4: 
Australia — — 1528.8 47137 ^ 14345 +23 + 04 
Belgium 63443 65994 55682 E22  * 40 - 
Canada 35967 4009.5 3334.2 421 —— 43 
France 5574 5646 482.9 — 05 +153 — 1K j 
W.Germany 2300.1 2414.0 2151.5 +12 314 u 
Holland — 2000 2063 184.2 +09 + 44. 5 | 
Hongkong 3159.1 31592 2738.2 +36 +470  —2 
Haly = 748.4" 7490 646.7 412 + 209 
Japan 329216 387129 280021 +03 ~ 16 
Singapore — 15507 1607.1 1479.0 — 05 +258 
South Africa — 29920 — — 32110 2794.0 £21  -211 [ - 
Spain 288.1 302.9 2482 +24 — 68 
eel 12885 — — 13179 11272 +12 + 100 

tzerlanc 5.1 — — 8251 — — 7976 4 25 +180 
2463.7 21034 +37 + 129 18 
2935.2 2543.2 +19 + 17.2 






a Change on 
record — 31/12/89 
high -in local in $ 
currency terms 
+23 — -33.7 — 73- SD MW 
—68.; —20 " +02 O O 
—12.6 a GF —107 
— 10 + 07 + 22 
— 47 + 50 *51 
— 50 ~14  —10 
—200. +114 A12 
—17,6 4 8.9 1150. 
—154 —154 203 
- 3.5 + 47 + 74 _ 
— 68 + 72 — 19t 
-1294  — — 29 4 18 
u — 62 +21 +34. 
— 05 + 85 416.6 
+ 3. - 84 — 18 — 5.9 
j - 03 + 62 _ + 62 
- 77 — 71. 0-74 


Morgan Stanley Capital Jntemationa iGonvertd at financial rate 





MONEY AND. INTEREST RATES The 12- month rate of growth of West Germany’ s narrow-money 
supply quickened i in April to 4.296; its broad measure slowed to 4.096. Switzerland's narrow money 


fell by 8.1% in the year to March. Government bond yields eased in America and Britain. 
— Interest rates % p.à. (Tuesday, except bonds which are previous Friday) 
Bond yields 


rm ARORA O aeaa Venerunt rtr He taa 


Govt Corporate . Deposits Bonds 


long-term 3 months 
13.45 14.61 14.50 14.74 
9.88 9.92 975 9.67 
1079 — 1157 13.50 — 1249 - 
977 10.36 994 9.84 _ 
8.80 8.80 813 892: 
8.94 9.53 819 917. 
11.97 — 12.18 1150 1198. 
700** 7.23°* 731 6.76 
1295 13.72 14.31 13.86 
13.60 14.54 
6.30 7.08 
11.38 12.92 
8.43 9.34 


_Money suppiyt - 
% rise on year ago Money market Commercial banks 
Narrow Broad Overnight 3months Prime Deposits 

[M1] | lending 3 months 
Australia — 01 +19.3 ma 1490 14.75 1875 1493 1345 1461 
Belgium +55 +94 o 1000 975 1325 9.55 | 9; 
Canada + 03 4110 aw 13.75 — 13.85 14.75 13.80 7 
France +86 +71 re 981 1019 1050 10.00 
W. Germany + 42 +40 a 795 825 1050 751 
Holland +47 +140 re 819 828 1025 828 
Italy +96 +99 m 11.88 1238 1400 na 
Japan +04 +13.2 ap 749** 6.87*" 7.13** 3.63** 
Spain +219 +87 aw 1478 1496 1625 725 
Sweden na + 92 w« 1225 1325 1400 13.09 
Switzerland - 8.1 + 3.1 wa . 875 875 1075 800 
UK - * 89 +17.5 ap 13.44 1509 1600 15.06 
USA 32  - 26 » 825 810 1000 819 





Other k key rates in London 3-mth Treasury Bills 14.596, 7-day Interbank 14.8%, clearing banks’ in notice 4. Mii Euro oj 


rates s (Libor 3 mths 8.2%, 6 mths 8.3%. 





TRADE, EXCHANGE RATES AND RESERVES Japan’ s visible-trade surplus shrank b) $2.5 billion in April to $3. 9 billion; its 12-month surplus also 
narrowed, to $66.0 billion, while its current-account surplus fell to $48.2 billion. West Germany's trade surplus widened to $73.8 billion i in the year to 
March. dn trade-weighted terms the yen fell 0.6%, the D-mark 0.2%; sterling gained 0.3% and the dollar 0.996. 
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trade balance - current: Trade weighted? currency units per $ currency units: ` foreign reservestt 
o Sba . account exchange rate - . $bn 
wei ` fatest " balance $bn bus l , | : | TONS 
month’ months latest 12 mths | . — latest year ago latest year ago per£ per - per ecu © Mar year ago 
Australia K.0.05 ap. 896 875 1.30 133. 2.19 170 157 128 12.9 
eigiu Ee Mi a 1111 105.6 34.8 416 586 456 423 109 10.4 
Canada — 4 040 u& ^ 4 268 .. — 166 œ 1036 1034 1.18 1.20 1.98 (455 142 438. 154 — 
cw LM TIME 103.8 98.7 5.70 8.72 960 7.47 695 248'* 250 
y a 4.738. — 4.542 ma 84 1123 — 1.69 1.98 2.85 221. 205 615 550 
YU lc Uqu 0 dE RH 71142 1100 ¢90 223 #4320 249 231 168 15.8 
T7 10.9 4 -— 100.8 98.2 1244 1438 2095 1629 1511 514  — 377 
“$393 a UP 080 ^  - 482 ow 1220 1404 153 13 257 200 185 735 984 
— 380 w  — 288 . — 123 a . 1045 996 14 128 176 137 127 41.0 360 - 
947 96.6 6.11 6.66 f. 8.00 7.41 9.8** E: 5 
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A Report to Business and Financial Leaders. 


$i 


"In fact, we wrote the book. 


If you are considering U.S. or Canadian markets for your institutional investments, 


you should talk with these men, Donald Coxe, Justin Mamis, David Prince, Lap Lee. 


Senior investment strategists at Gordon Capital, who focus their global expertise 
on North American markets. And co-author this book. 

We call it the North American Guide for Institutional Investors. 
Our clients call it an invaluable investment tool. 


Gordon Capital. A Hands-On Approach 

With it, comes our firm hand. Guiding 
their investment decisions by providing 
focussed research on specific industry 
segments. Expert counsel on economic 
trends and valuation of investment 
opportunities around the globe. And 
particularly in North America. Where 
the opportunities are immediately 
within our grasp. 


akordon Capital Tops Toronto Stock Exchange 

T ppm Capital has topped the Toronto 
Stock Exchange for 5 of the last 7 years. 
The other 2 vears we placed a humble 
second. 

In 1989 we traded a total of close to 
$22 billion worth of equity securities. 
The largest total dollar volume traded 
by any investment banker in Canada. 


A Full-Service Investment Banker 

Gordon Capital is a leading Canadian 
underwriter as well. Managing or co- 
managing 81% of all common equity 
underwritings and 75% of preferred 





share underwritings by dollar volume 
in 1989, 

Our M & A department has successful- 
ly completed some of the largest transac- 
tions in Canada. And with our real estate 
partner, Gordon and Young, we continue 
to play a significant role in North Ameri- 
can real estate and property development 
markets. 


Our International Presence 

Our dominance on the home front 
has enabled us to look well beyond 
the horizon. 

On the international scene we have 
strengthened our presence by expanding 
our offices in New York, London and 
Paris. And by entering into associate 
agreements with Konomi Inc. of Tokyo 


and The Bayshore-Pacific Group of Taipei. 


Canada’s Largest investment Banking Group 
Together with our real estate and merch- 
ant banking affiliates, Gordon Capital 
comprises Canada’s largest investment 
banking group, with a combined capital 
of approximately $ 700 million. 

Our merchant bank has a diversified 





Ti 


Prepared to Seize the Moment 


Toronto Montréal Calgary Vancouver New York London Paris. Represented in Tokyo. Taipe 





Gordon Capital Corporation 


Number 1 in a Series. 





list of international shareholders, which 
includes many pre-eminent financial 
institutions in key capital markets, such 
as Japan, Hong Kong, the Middle East 
and the United States. 

This network provides our clients with 
valuable insight into immediate invest- 
ment opportunities around the globe. 


Gordon Capital. Co-Authors of Tomorrow 
Gordon Capital is thoroughly committed 
to a strong international presence. If you 
know the history of our commitments, 
that will mean a great deal. 

At Gordon, we were the first to initiate 
the 'bought-deal' in Canada, committing 
cur own capital to secure our clients? 
transactions. This unconditional 
commitment has established a style of 
service that distinguishes Gordon Capital 
from the rest. 

And we are researching more invest- 
ment opportunities for our clients 
every day. 









Because when it comes to investment 
opportunities in North America, we 
continue to write the book. 








Joe Matsau is making life easier 


- 


for the villagers of Lesotho 


3. Jo e M At S Qu The de-forestation of some parts of Africa has been a matter of survival, 


not profit. In the mountainous kingdom of Lesotho, generations of 


villagers have had to live off the landscape for fuel to cook and heat 





their homes. 


Joe Matsau of the Lesotho Electrical Company has a promising 






alternative. He is directing a long-term rural electrification programme 

: which will make his country energy self-sufficient. 

| | ctri cit Y t O Hydro-electric power is the key, with transmission lines reaching 
Cc C LICIL / L up to over 2,000 meters into the “Kingdom of the Sky”, as it is 


known locally. 





q Village by village, Lesotho is switching dependency | 
e om from the earth’s fragile resources to the fruits of man's 
mE ingenuity. 
“We still have a long way to go”, says Mr. Matsau, “but the 
: j h Sk 2) programme would never have seen the light of day without ABB's 
In t | C y * help - not just their technology, but their skill in identifying crucial aid 
and loan sources for us.” 
“The world is changing fast. ABB is helping us change even faster 
to catch up.” 
ABB is a leader in electrical engineering, committed to the 
development of new and better ways of generating power, getting it to 


where it is needed, and using it efficiently. 











ASEA BROWN BOVERI 











HOTEL MERIDIEN 





Business blossoms in a tropical setting. 


There's something in the air that makes meeting rooms and all the presentation para- 
business a breeze in Phuket. Y .. phernalia you could ever require. Not to 
The rich scent of exotic flowers, the : P A mention incentive and conference theme 

e wc 


warmth of the tropical sun and the natural (^ | Bem nights that are the talk of Asia. 
| Y In the evening, as vou reflect on a 


hospitality of the people all play a part. — e 
> busy day’s business, you'll unwind 


But at Le Meridien there's 
something more. Something that with a tropical cocktail and prepare 
`À for tomorrow. 
l Find out more about doing 
y business at Le Meridien Phuket by 
The effect is electric. Conflict contacting Meridien Reservations, 
becomes consensus. Threats become your travel agent, any Air France 
opportunities. Business becomes a pleasure. <>< N ~ office or the hotel direct on tel (66 76) 


Facilities at the hotel include excellent N V 9 321480-5 or fax (66 76) 321 479. 









mellows even the most hardened 
executive. A blend of local charm 
and French flair that’s simply unique. 
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MERIDIEN 


PHUKET 


Travel Companion of Air France 








Bangkok. Beijing (Nov 1990). Colombo. Hong Kong. Jakarta (Jan 1991). New Delhi. Singapore. Singapore Changi. Tokyo. 


16-22 June 1890 
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ONLY COMMUNICATE 


after page 62 
A survey of information technology | 





Oft times we part at a tender age. 


Every few years, we make a point of replacing our aircraft with the latest the industry has to offer. In fact, our fleet is kne 





SINGAPORE AIRLINES $, 


be the youngest and most modern of any major airline in the world. But perhaps that’s not what wel bestpyoyemieen aor i 
The youngest, most modern fleet acrogsoà comtinenis st REET 
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ga ria votes for excommunists | 
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- 60 Over-green Sweden 
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6 The Delors constitution for Europe 
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66 Mixed signals on inflation. 
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62 A question of communication. A survey - z confėderation?, page 54... 


B The price m peace for America's arms makers | 


. 83 Uncorking Japan's retail bottleneck 


84 Advertising i in Russia age 33. 
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FINANCE | | Poor arms-makers - 
87 The challenge for Lloyd's of bd n What should they build now, 


: 99 The new hope for depression | 

100 Slimeeelsin vogue ~ 

101 Should graphology be ue. 
E 102 Read your personality 


i 119 ) Outpt, jobs, prices, commodities, oy in 
> iniri ud Er tonmnis . 
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P 105 Why capitalism hasn't yet triumphed 
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-108 Rap in trouble | bs 
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ia 109 The Berlin Wall and art - 
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The warm war | 
What Gorbachev can, and 
| cannot, expect from the W 
` |] return for speedy agreeme 

V Germany-in-NATO : 
BUSINESS, FINANCE AND SCIENCE. e in Europe, page 15. C 


: | unification speeds up vis 
INFORMATION TECHNOLOGY . | aae 3. A Soviet - 
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BUSINESS 


14 Another look at diversification 
14 Leé lacocca's lonely road. 
15 Economics focus: Spain and the EMS 


18 Quebec'sbusinessupstarts —— T | [e 
83 Shanghai's Gorbachev woos investors — &. || Unthrifty J apanese 
i - Saving-less and spending mot 


| page 97, if their retailers will 





































88 London's financial-futures market armies shrink, page 73. i 


89 Market focus: Gold 

90 America's credit-cards war 

90 Property loans worry the BIS 

95 Sri Lanka’s stockmarket takes off 
97 Country funds slump - 

97 Japan’ s falling savings ratio 


rabaceneretaten 


| Green diplomacy - 
Hot air galore, pages 23-26.. 


SCIENCE AND TECHNOLC OGY 


“ECONOMIC AND FINANCIAL INDIC AT ORS 


terest rates, trade, currencies, plus a closer look 
* at cotton, Teserves, and labour markets — 






A never-ending ‘dialogue: a 
| .sürvey of information. 
technology, after page 6. 






















Thailand escapes a a coup, 
all, page 27. | 




















LETTERS | 





catastrophe tes y 
«Mayor. Dinkins, football hooligans | 
. justi ej America st s new state.. 


























































'urope and America 


in—If, as you foresee (April 
8th), the Soviet Union could 
"main a menace well into the 
century, capitalist, demo- 
ic governments in Eastern 
rope are unlikely to be con- 


ean security system. Nothing 
uld be more certain to drive 
e states back into the “So- 
et sphere of influence" than 
perception that European 
xe begins at their western 
ers. Should communist 
| march through an inde- 
ndent Ukraine 30 years from 
what would be the mission 
son-of-NATO troops stationed 
back in Germany? To meet 
-invaders in Belorussia? At 
‘Vistula? At the Oder-Neisse? 
But just as Poles (and Ukraini- 
ans) would probably be unhappy 
e forward defence fall be- 

nd them, they would probably 
be no happier to see it fall across 
them than the West Germans 
“now. No nation can be ex- 
pected to warm to the role of 
atomic tripwire. The option of 














ind would be unpalatable to 
Warsaw as well as Washington 
id unacceptable to Moscow. 

On the other hand, were the 
viet Union to become a cap- 
italist, democratic state 30 years 
on, the presence of son-of-NATO 
oops and missiles on its bor- 

ould be hard to justify by 
uing, as you do, that “the re- 
val of ideology would not re- 
ove the other things countries 


P 











t to stay outside the Euro- 


d ploying American missiles in 


rrel about”. It might be wise. 


to devote a little less energy to 


NATO's descendants and a little 
more to European unity, collec- 
tive security and conventional 
and nuclear arms reductions. 

Paris Davip MICHEL 





Sir—I challenge the double-bar- 
relled political reason you give to 
support the need for a nuclear 
range extender (May 19th). 
While it may be the case that an 
American troop withdrawal 
would be made more likely by a 
nuclear withdrawal, to go on to 
say that the Americans are 
"much less likely" to launch 
their home-based weapons for a 
Europe that does not contain an 
American army is to ignore real- 
ity. American troops or not, it 
would be ridiculous to imagine 
the United States standing still 
in the face of any "Europe- 
threatening power”. 

Toronto Dirk VAN DE KAMER 





Empty noise 


Si&—The 1/f characteristic you 
identify ("From catastrophe to 
crisis", May 12th) is a much 
abused term that has been used 
to describe all manner of pro- 
cesses. 


All the cases of 1/f noise 


which my colleagues and 1 have 


analysed consisted of a combina- 


tion of a simple random walk— 


like that describing the random 


motion of particles suspended in 


a fluid—and exponentially cor- 
related noise: two noise pro- 
cesses utterly lacking in the exot- 
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tion. 


aos theory 
"There 1 is, ‘it seems, a yearning 
amongst scientists to create new 


. arid transcendental explanations 


for phenomena that have very 
basic foundations; a funda 
mental human impulse which, 
perhaps, is-also responsible for 
all the world’s varied and elabo- 
rate religions. 

Torrance, 


California Remp REYNOLDS 





Mayor Dinkins 


SIR—New Yorkers do not love. 
Mayor Dinkins (May 12th), be- 


cause they do not know enough 
about him to love him or to hate 
him. Polite, remote and some- 
what tentative, he appears too 
fragile to cope with the racial 
tensions and economic woes 
that threaten to overwhelm the 
city. And, though he did try is 
achieve a "glorious mosaic" 

selecting his Mimini radon. 
their predominant colour is nei- 
ther black nor white, but pink. 
The Dinkins administration has 


a decidedly leftward list, which - 


can only worsen New York city's 
ailing economic climate. 

Mamaroneck, 
New York — Eva Marie FREUND 


SEALE ENTREE | 


No points for silliness 


Sir—Your proposed solution to - 


the problem of soccer hooligans 
(May 19th) poses some interest- 
ing possibilities. The deduction 
of points for misbehaviour will 
bring a new dimension to the 


SOCCET season. 


Suppose that the last game of 
the season has Liverpool playing 
against Manchester United. 
Both teams are still neck-and- 


neck for the championship. 


Some wily Liverpool supporters 
"organise" for the Manchester 
fans to run riot. Result? Two 


points deducted from Manches- ^ 


ter and the title to Liverpool. 
The answer to soccer hooli- 


.. ganism will come more quickly if 
silly suggestions like these are re- 


turned whence they came. 


Courts and carrots 


Sig—Peter Sutherland's letter 


(June 2nd) on European union 
contains the dangerous sugges- 
that. “national 


MICHAEL SANDPEARL 


: the vial Japanese market. 


"should be empowered to play ad^ LX 


ecer ad e rs wask in Jarvan), The Economist Ne 
te. Lid, Times Jurong, 2 Jurong Port xd singapore 22 






This atgumelit i cepe | 
able as far as the Court of Justice 
is concerned. However, it is cer- | 
tainly not acceptable for courts . 
to enforce the decisions of the 
commission, which is part of the 
executive arm of government. 
The job of the courts is to en- 
force the law, This enables pri- 
vate individuals or corporate 
bodies to challenge the decisions 
of government and is thus a ma- 
jor guarantor of liberty. The al- 
ternative, which is to make 
courts mere tools of the execu- 
tive, is to permit dictatorship by 
bureaucracy. 

In England, the independence 
of the courts from the executive - 
was largely sorted out in the sev- 
enteenth century, only after a 
civil war, a regicide and a revolu- 
tion. However, an organisatic 
which can say that a carrot is 
fruit just to conform to its own 
rules will doubtless resolve the 
matter much more simply, and 
with equal stupidity. 
London | | | JoHN COOKE 





Nova Brunswick 


Sirn—I find it ironic that in 
"Dreams of Pacifica" (May 19th) 
Canadians are reported as "cart- 
ing" off American goods across 
the border, yet the map dis- 
played has the United States 
carting off a piece of Canada. 
Part of the area shaded as Amer- 
ica is actually the provinces of 


Nova Scotia and New 
Brunswick. 

Wolfville, 

Nova Scotia, 7 

Canada |  —  CiNDY MISEN 

















| Business 
E Jnternational 


Japan: The Mergers and 
Acquisitions Challenge. 


| This new report examines recent 
_ changes in Japan and how they may 
affect a market entry decision. 1t 
details, using case study examples 
throughout, the complexities of M&As in 
Japan, the restrictions (statutory or 
otherwise) on foreign takeovers, who to 
-contact for investment credit and- 
advice, and the opportunities for foreign 
| companies. “The: report will provide 
| with strategic direction into 











































Our client is a leading, rapidly. 
growing, U S multinational manu- © ; 
facturer of material handling, acces-. 


sory and control equipment for the ` 


printing industry. The company 
offers a broad range of products 


designed to enhance the productiv- 


ity and increase the cost-efficiency 


of printing presses. Our client's cus- 


tomers are printers as well as print- 


ing press manufacturers. The com- 
pany has a reputation for high 


qualitv products, commitment to - 


after-sales service and support, 


. responsiveness to changing cus- 
tomer needs and close technical 
working relationships with custom- 


cr. erg, throughout the world. From a 


strong financial base the company 


pursues an active ac quisitions , ae 
strategy and is very successful dr 
opening new markets worldwide. 
"Our client now needs a E uropean n : 
Financial Director for its European. 


^ Head Office in Eind hoven, The 


| Netherlands. 


European 


European 


Financial 


Dire 


tor 


f JSITION PRC FILE 


a The. Ei uropean F inancial Director 
will he a member of the management - 
| eam with Te sponsibilities for the 


consolidated nancial 
p ind manageme ent Z i tax 


| COSS, € per manag foment dnd s some 


general administrative work. 7 
Specific responsibilities arc: 
-financial plans, ` “bu dgets,. 
ments and fores asts; 
-turnove a ‘costs Sand target level 
control; ` Fr 


- monthly v and annual reporting 
-management of European funds ^ 
- and management of the liquidity | 


position of the “European subsid- 


jaries: 
- general financing activities: 
-development of a tax efficient 


tire, tax planning, tax returns; 


s of acquisition targets; 


n scition degree in accounting. 
l l i à th : va hi n an HN E l 
Es "xperie nce: 5 - 10 veg ars experience 


in audit and/ or finaricial manages 


ment, Experic nce in b IS and Euro- 
pean reporting, due diligence re- 


! NUN PO. ‘Box 7067. 1007 IB. - 
Amsterdam, The Ne therl Had Attn: 


views, cash management and f 


| Lnangeing 


Ja good know le “ge of taxation and 
‘other legal matters in various 3 Lin 


peang -ountrivs sand. a general knowl- 


* E «dec of U S tax syste ms; 


-a background in the printing indus- 
try or in manufacturing is con- 


sidered as d very attractive asset; 


" ~languay s Huent in English and. 
| Dutch, know ledge of Swedish, 
Coe German ior French is considered: 


asan advantage. 


: very attractive 


nd bene fits. 


chinh a wenig tae at 


quoting reference: ‘European Fin 
iy Price Waterhouse 


For furth er r inform ation, please, teles 


phone Mr. Koopman freier phon 
number: (OF20 - 54 98 283]. = 


_Allapplications will he treated inthe 


strictest confidence. 


















































INTERNATIONAL LIVESTOCK 
CENTRE FOR AFRICA — 
CENTRE INTERNATIONAL POUR 





POSITIONS | 


Applications are invited from _outstandi 


b Animal Sciences: breeding, reproductio 
agement. Species: cattle, sheep, goats, 
. Plant Sciences: agronomy, breeding, physiology—p 
l with experience using livestock in feed evaluation. | 
3. Agricultural Economics: production; market, farm 
- Management. 


The successful candidates, depending on qualifications and 
- experience, will be assigned either at ILCA Headquarters or at 
Zonal Research Sites with responsibility for managing disciplin- 
cary and/or interdisciplinary teams of scientists addressing 
- major constraints to livestock productivity in Africa. 


Qualifications | 


o= = PhD or equivalent with a demonstrated ability in research 
|... Management 
(5c A proven record of research achievement and publications 
5o Fluency in English or French; good Bndetstanding of the 
i other language highly desirable. 
. Sensitivity to the national and regional priorities in live- 
^ stock related research in developing countries with experi- 
ence in sub-Saharan Africa highly desirable. 


General 


The International Livestock Centre dor Africa (ICLA), with 

headquarters in Addis Ababa, Ethiopia, is one of the 13 
. international agricultural research organisations which are 
supported by the Consultative Group on International Agricul- 
= tural Research (CGIAR), The Centre is involved in research 
ub throughout sub-Saharan Africa with zonal research teams based 
in Kenya, Nige: ria, Niger and Mali. 


_ILCA’s goal is to achieve measurable and sustainable increases 
in livestock output in sub-Saharan Africa, and its major 
activities are research, training and information. 


With purpose- "built offices and research facilities on a large 
-landscaped site close to Addis Ababa's international airport, the 
Centre’ s headquarters provide a secure and pleasant working 








.enjoys pleasant weather throughout the year, has a large, 
diverse expatriate community and diplomatic missions from 
“more than 75 nations. It is also the seat of the Organisation of 
African Unity (OAU) and the United Nations Economic Com- 

Africa (UNECA). There aré several international 
“schools, including those for American, British, French, German 
and Italian. systems. Pig. E 


Salary and related benefits ét | sanoa staff are paid in US$, 
antn will be in line with mparable international organisations. 
DC ¢ let tmined by rad and 





lary history, names and addresses of three professional 
"€ erees and photocopies of supporting docun 
turnable), before 31 July 1990 in c | 
'rsonnnel Manager, ILCA, PO Box ud Addis Ababa, 















referably UM 


environment with sports and leisure facilities. The city, which 


3 irtent curriculum vitae, recent: 


INTERNATIONAL LIVESTOCK CENTRE FOR AFRICA 
CENTRE USFERNATIONAT POUR L'ELEVAGE EN AFRIQUE 


ADDIS ABABA ETHIOPIA 


INTERNATIONAL LIVESTOCK 
CENTRE FOR AFRICA 


ANIMAL 
. SCIENTIST 


VACANCY INT, 7004/90 - 
. POSITION | E 





Pi T us Ajsblications are invited from animal scientists to fill two. 
Ae research scientist positions with ILCA Zonal Sites at Ibadan and 


figeria. The main duties of the positions will be: 


ae Test and « develop appropriate feeding systems for dairy 


cattle and small ruminants based on feed resources avail- 
able in the farming systems... 

— Analyse and develop options to improve the sustainable and 
stable output from the livestock system with emphasis on 
small ruminant and dairy cattle production. - 


The work will involve an analysis of existing systems, station 
research and evaluation of on-farm experiments to develop 
appropriate technologies. The work will be implemented in 
close collaboration with other scientists attached ito. ILCA, HTA, 
national and other international organisations. MN 


The successful candidate for the position based at Ibadan may 
also be appointed as Team Leader of II CA's Zonal Team if he/ 
she has the necessary qualities for this. 


QUALIFICATIONS 


— Msc in Animal Science plus 6 years’ research experience or 
PhD in Animal Science plus 3 years’ research experience in 
Farming Systems in Africa, team work, on-station and on- 
farm experimentation. = — 

— Fluency in English or French and good understanding of uie 
other language highly desirable. 

— Ability to work in a team of scientists from different 
disciplines and nationalities, | 


z 


The International Livestock Cenie for kaa (ILCA), with 
headquarters in Addis Ababa, Ethiopia, is one of the 13 
_ international agricultural research organisations which are 
" supported by the Consultative Group on International 
Agricultural Research (CGIAR). The Centre has research | 
activities throughout sub-Saharan Africa and regional of- 
fices in Kenya, Nigeria, Niger and Mali. 


ILCA' s major activities are research, training and senna: 
tion, and its goal is to achieve measurable and sustainable 
increases in livestock output in sub- Saharan Africa. Í 


Salary and related benefits are paid i in US$ and will be in line 
with comparable international organisations. Initial salary 
will be determined by qualifications and experience. | 


Applicants should send current. curriculum: vitae, 
recent salary history, names. and addresses of three 
professional referees and pho ies of supporti 
documents (not returnable ‘before 31 E ; ly 1990 
confidence to the Personnel Manager, IL CA, 

M. Addis Ababa, Ethiopia. | 
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. ADDIS ABABA ETHIOPIA 




















MS INT/005/90 
POSITION 


Stationed at Nairobi, Kenya, the agricultural economist will | 
serve as a member with the interdisciplinary research team 
I responsible for the trypanotolerance research thrust. This 

.. thrust and the eir collaborative rescarch network 





livestock: nafci iud under tsetse "challenge. The icu 
tural economist will be responsible for periodic analysis of 
. data and assessment of potential interventions including 
chemotherapy, fly control and trypanotolerance breeds. 
Particular attention will be directed to the economic 
features influencing risk management strategies by live- 
stock producers, 
In addition, the incumbent will be expected to pursue : some 
broader aspect of economics of which labour use and 
productivity in livestock enterprises, marketing issues and 
 crop-livestock interactions are examples. - 


- QUALIFICATIONS 


— PhD in Economics or Agricultural Economics and some 
postdoctoral research experience in MSc with proven 
: record of research publications 
_ = Fluency in English or French. — à good under- 
: standing of the other language would be an advantage. 
— Experience in livestock research ‘or with small holder 
agricultural production systems. 


GENERAL 


E The International Livestock Centre for Africa (ILCA), v with 
E E headquarters in Addis Ababa, Ethiopia, is one of the 13 
| international agricultural research organisations supported 
| by the Consultative Group on International Agricultural 
| > Research (CGIAR). The Centre has research activities 
| throughout sub-Saharan Africa and regional offices in 

| . Kenya, Nigeria, Niger and Mali. 





." tion, and its goal is to achieve measurable and sustainable 

. increases in livestock output in sub-Saharan Africa. 

-Salary and related benefits of international staff are paid in 

US$, and will be in line with comparable international 

|, Organisations. Initial salary will be determined by qualifica- 
tion and experience. 





_ Applicants should send current. curriculum. vitae, 





| - recent salary history, names and addresses of three 
^ professional referees and photocopies of supporting 

-documents (not returnable), before July 31, 1990 in 
confidence to the Personnnel Manager, ILCA, PO Box 
7089, Addis Ababa, P CR 





partnership with National Scientists through networks: for 
which travel will be required. d 


— PhD/MSc dige in Agronomy. 


| international agricultural research organisations support 


^ ILCA's major activities are research, training and informa- 


referees and photocopies of supporting documents 
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-POSITION 


Research 5 Scientist. in Forage Agronomy is required. to und 
take research focused on the development of Animal 
Resources, principally the application of. woody and he 
ceous legumes for predominantly mixed Soa 
ing systems of West Africa. This research will be c 

from the Humid Zone research site at Ibadan, within th 
multidisciplinary framework of the Animal Feed Resour 
Thrust and the Cattle/Small Ruminant Commodity Thrusts. 


Although. based in. Nigeria, the scientist will be expected: to 
carry out part of his/her research more widely in West Africa in 





The successful candidate may also be — as Team - 
Leader of ILCA's Zonal Team if he/she has the necessary - 
qualities for this. : 


QUALIFICATIONS: 


— Experience in Forage Agronomy Research and of working ; 
in developing countries. 5 
— Fluency in English or French and good understanding of the 
` other language highly « desirable. 
— Ability to work in a team of scientists from different : 
disciplines and. nationalities. ae 


GENERAL 


The International Livestock. Centre for. Africa (ILCA ), wi vit 
headquarters in Addis Ababa, Ethiopia, is one of the: 1 


the Consultative Group on International Agricultural Research 
(CGIAR). The Centre has research activities throughout su 
Saharan Africa and sna OPES in Kenya, Nigeria, Niger; an 
Mali. 
ILCA’s major activities are MAR training and informatio 
and its goal is to achieve measurable and sustainable increa: 
in livestock output in. sub-Saharan Africa. An important eleme 
in achieving this goal is the. strengthening of tbe lin 
between crop. and livestock production through forages. : 
In the humid zone of West Africa, ILCA is maintainin 
rescarch site based at the International Institute. for r 
Agriculture (IITA) in Ibadan. 
Salary and related benefits of international staff are: ] - pal 
and will be in line with comparable international orgai 
Initial salary will. be determined by qualificatio 
experience. — 

Applicants should send current t curriculum vitae i 
salary history, names and addresses of three profe 





returnable) before 31 July 1990 in confidence 
Personnel Manager, ILCA, PO. gis X 5689, Addis 
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. English; under 60 years o. 
"Post The position reports to the leader, Farm Resources 
|. Management Program, and is based at ICARDA's modern 
-` headquarters and main research station located in a rural 


TINTE 


announces an international staff pons for: 
WATER MANAGEMENT! 
SUPPLEMENTAL 
IRRIGATION SPECIALIST 


Organisation ICARDA, one of 13 international centres 
supported by the Consultative Group on International 
Agricultural Research, cooperates with national programs 
in West Asia and North Africa (WANA) to develop 


sustainable improvements in dryland cereals, food le- 
UMS farm resources management, pasture, foragé, and 
iv 


estock production. ICARDA's multi-disciplinary staff of 
over 60 senior scientists and 600 technical and DS 
rsonnel has an international mandate for barley, faba 
ee and lentil production improvement and—with other 
centres—a joint regional mandate for wheat.and chickpea 


production improvement. . 
"Position The Water Management/Supplemental Irrigation 


Specialist is a member of a multi-disciplinary team conduct- 


» ing research in agricultural systems of supplemental irriga- 


tion and water harvesting. Responsibilities include: 

w Collaborate with national and international scientists to 
plan, design, implement, manage, and evaluate supple- 
mental irrigation and water harvesting projects aimed at 

technology transfer in WANA; 


mot Participate in multi-disciplinary supplemental irrigation 


and water harvesting research for cereals, pulses, for- 
ages, and pasture management; 

** Prepare a variety of documents and reports; 

* Work with agricultural economists, agronomists, and 
other team members; | 

*t Assist with organising and conducting training events. 


Qualifications Earned PhD in agricultural engineering, civil 
engineering, agronomy or subject involving irrigation; 
minimum of two years relevant research experience; strong 
background with advanced knowledge and experience in 
sipplementl irrigation and water harvesting; ability to 
work collaboratively with scientists of different disciplines 
and nationalities; teaching experience and familiarity with 
microcomputers and mapping; fluent in spoken and written 
age. | 


setting 35km from Aleppo, Syria. 
Benefits Salary paid in US dollars based on experience and 


qualifications. Benefits include housing allowance, paid 
home leave travel a retirement and health package, 


rovided auto, free enrolment for dependants at the 
CARDA-administered international school (K-12), and 


other internationally competitive conditions of service. 


Application Qualified applicants are invited to send: 

Ll. a curriculum vitae with recent salary history; — ^ - 

2. names, addresses and telex numbers for three profes- 
sional referees; : : 


. 3. photocopies ( non-returnable) of other relevant support- 


ing documents, — 
to Dr Aart van Schoonhoven — 
Deputy Director General Research 
ICARDA, PO Box 5466, Aleppo, Syria 
Telex: 331208 ICARDA SY, or 331263 ICARDA SY 
Telephone: (963-21) 213433, 213477, or 234890 
Reference please quote position no DG/12/90 on 
application. : | 


_ Announcement date 11 May 1990. 
' “Selection Process Begins: 30 June 1990. 


> ICARDA is an Equel Opportunity Employer. 


Conferences Adviser 
Bank/Fund Conferences Office 
(BECO) 


The BFCO is responsible for planning, organizing and 
implementation of the joint Annual Meetings of the 
Boards of Governors of the World Bank Group and the 


International Monetary Fund, and other ministerial-level 


meetings. Total participation in the Annual Meetings is 
about 10,000 from presently 152 member countries. Ac- 
tivities of the BFCO include communications, registra- 
tion and credentials, computing services, social events, 
protocol, documentation and records, finance, hotel ac- 


commodation, international and local transportation, 


meeting room and office arrangements and services, per- 
sonnel, procurement, security, shipping and telephone ar- 
rangements. - | , Pa "T 

The Conferences Adviser assists the Head of the BFCO 
with the overall management of the BFCO and the 
preparation and implementation of thé artangements of 


the meetings. The Conferences Adviser assumes the duties 


and responsibilities of the Head of the BFCO if required. 
Additional specific functions of the position include super- 
vision of work plans and administrative budgets; supervi- 
sion of office and meeting room arrangements; and 
heading or participation in preliminary missions to host 
countries when meetings take place outside Washington, 


D.C. 


Applicants must have a Master's degree in Business Ad- 
ministration’ Management or equivalent experience; 
minimum eight years professional experience in organiz- 
ing of large international meetings/ conferences; excellent 
negotiation skills; excellent written and verbal com- 


munications skills in English and preferably knowledge of 


other main languages; ability to work independently and 
to deal on-the-spot with a wide range of unforseeable and 
sensitive situations; ability to analyze issues of diverse 
nature critically, including protocol and security, and pro- 
vide professional guidance to colleagues and management. 
Applicants should submit curriculum vitae and cover let- 
ter by July 6, 1990, to: Recruitment Division, Ref. 
Conferences Adviser-AD, The World Bank, 1818 
H Street, N.W., Room 0-4005, Washington, D.C. 


20433, U.S.A. — — 





£275 500 0 plus 


1 Applications are invited to fill the position of Editor 2 
for a growing group of specialist business strategy 


| periodicals and book series targeted to director-level 
executives. Circulation i is intetnational: with i wodld 


pub To enjoy net bé. eat at Seton, with au- | 


thors/contributors. 
— To have a mind-set that will strive for continual 
improvement in editorial quality. 


Consultancy or academic experience and/or. MBA 
useful. 


Applications, including CV, to: SDP Ltd, IPS House, 5 


Bridge Avenue, Maidenhead, Berks SL6 1RR, UK. 


| Specialists 


LANDELL MILLS ASSOCIATES provides consultancy si pre ! 
ject management services for agricultural and related services 
worldwide financed by the international aid agencies. 


We are now seeking experts for assignments in Lusofone and 
Francofone W Africa in the following disciplines: 


Project .. — Agricultural Economists/Agronomists v wit 
Nanagemen planning skills familiar with T & V exti 
sion, 10 years team management exp 


Financial m: -10 years experience in design and npk 

Advisors ^ ^  mentation of financial planning and man 
agement systems for public and privat 
clients, with knowledge of procuremer 
and inventory management. 


Extension — Five years experience ini smallholder c coca j 
Agronomists production and skilled i in T & V system. 


| Creditand ^ — Five years exp 


Savings services to smallholders. Experience 
Banking preferred. | | 


Marketing/ — — 10 years experience in ‘smallholder as 


Procurement crop marketing, trading and inpu 


Experts |. €urement. Familiarity with W Af c : 
and T & V extension advantageous. . ! 


Training . — Manpower development/educationalists. 
Experts = — with five years tropical experience and 
© " links with training centres in extension. 

and marketing. 5x 


Salaries are internationally competitive. Applicants should be _ 
fluent in either Spanish, Portuguese or French. Please send 
Curriculum Vitae in confidence to Bill Denne, Director, Africa — 


| Division, Landell Mills Associates Ltd, Columbus House, Tros- _ 
sachs Drive, Bath BA2 6RR, Avon, UK. Telephone: (0225) - 


462891. Fax: (0225) 450018. Telex: NE. G. 


The Law Society, the inne body for 56,000 solicitorsi in England and Wales, is seeking 


to appoint a representative in Brussels. - 


This will be an exciting and innovative role, the first of its kind in the UK legal pioen 
The postholder should be fluent in English, French and another EC language, and is likely to have 
experience in how government works. Age is not important: intelligence, political skills and energy will 
be essential. The duties will include: representing solicitors' interests to the European institutions, - 
keeping abreast of developments in the EC as they affect solicitors, liaising with lawyers in the UK and 
the rest of the EC, providing office facilities in Brussels for English and Welsh solicitors, and managing 
the Brussels office (which will include a PA/Office Administrator). 

Based in Brussels, the starting salary will be between £25,000 — £30 000 according to experience, 
plus substantial local allowances and relocation assistance. - 

For further information please contact Jean Wood in the Personnel Department on 071 -320 5622. 
or please forward CV and covering letter to her at the Personnel Department, TheLaw SO 
113 Chancery Lane, London WC2A 1PL, by Friday 6 July 1990. 


The Law Society is committed to Equal Opportunities 


Sav. THE LAW SOCIETY 
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A BUSINESS INTERNATIONAL CONFERENCE 


E "n 


Integrating environmental considerations into the heart of corporate practice is now a competitive 
imperative for business. Regulations will tighten, consumers will demand. more environmentally- 
compatible products and investors will seek assurances that their investments do: not bear 
environmental risks. : wn ge eof v | | 

“Following the: publication of a major research report, Business International has organised a 
practical, one-day conference for executives to learn from the experience of some of. the leading 

i exponents of environmental management. ELI M a DLE SS 
. The conference will bring together speakers representing major international companies at the 
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ronmental management including: > 


forefront of envi 
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International 





. Country Reports alert you to changes in the 
business environment and indicate others 
on the horizon. The annual Country Profiles 
próvide the essential background 
information. l 


SPECIAL QUANTITY DISCOUNT 

If you would like to subscribe to several 
reports or even ail 92, our discount structure 
will save you money. For example, if you — 
take over 5 countries you get a 1096 
discount. 

To subscribe to one or more of the 92 
Country Reports, simply tick the boxes - 
of the countries you require and send 
thís page, complete with your name and 
address, to | 
The Economist 
intelligence Unit. 
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opportunities and problems, the « — ^. ^. s x eo c — C Cuba, Dominican Repu, Hati; Puerto 
Ecuador 
! Guatemala, El Salvador, Honduras 
7] Jamaica, Belize. Bahamas, Bermuda. 
C Mexico 
EI Nicaragua, Costa: Rica, Paana 
C7 Peru, Bolivia 


Ci Trinidad & Tobago, Guyana. Barbados, 
. Windward.& Leeward ietands | K 


Algeria 
Bahrain; Qatar. Oman, The Yemens . 


Eget 
kan 
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C1 Tunisia, Malta 
z i Turkey - 
-. United Arab Emirates 


| Please enter a subscription to the Country Reports 
“ticked. An annual subscription to one Report is £115. 
and US$225 North America. Postage is included. 


Ne. m : R Belgium, Luxembourg. 
Please invoice me © Please send me further | CI Denmark, iceland 


| enclose payment of £/US$ ERSTE MEA e oet ae "T ( Greece 


3 Ireland 
" LI Haly 
Vivienne Goldsmith .. New York Office: T h E : 
Marketing Department . . 818 Park Avenue South C CO n O mi st 
' The Economist Intelligence Unit ' New York, NY 10003. USA 


40 Duke Street, London W1A 1DW Tel: (1) 212-460 0600 I n telli gc nce U ni t 


app A (4471) 4936711 Telex: 175567 


Fax: 44 71 499 9767 F teinn AE ini "nati 


Registered bibe: 25 St James's Street, London SWIA 1HG Registered i in London Number 17757671 
The Economist Group is registered under the Data Protection Act [1984 — ENDLB 
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HEN you first handle a Patek Philippe, you 
become aware that this watch has the presence 
of an object of rare perfection. 


We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for you, 


a lifetime. 

We made this watch for 
you - to be part of your | 
life — simply because this 
is the way weve always 
made watches. 

And if we may draw a con- 
clusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 

A Patek Philippe - 
because it's for a lifetime. 





PAFEK PHILIPPE 
GENEVE 


Patek Philippe S.A. 
4l, rue du Rhône - 1211 Geneva 3 - Switzerland 








HESE are cold nights for Mikhail Gorba- 
— A chev, alone and blanketless on the far 
É Eo of Europe. His allies have pulled away 
from him; his economy's central heating has 
bust; there are rats in the Kremlin wainscot, 
cracking noises all through the Soviet house. 
Mr Gorbachev wants to be comforted. He 
E should be. told what comfort the democracies _ 
lingly offer, and what they cannot; and. 
of comforting from abroad | : 
8n in seriously warm him up. — 3 
` The West is still waiting for Mr Gobe T 
chev to do two things. He has not yet said that a -— m 
many can belong to NATO, and he has not yet signed the 
treaty in Vienna that could lead to a halving of the armies in 
Europe. The delay can no longer be explained by the pile of 
troubles on. his desk. The optimists think he is trying to ex- 
tract the highest possible price for his eventual agreement to 
those two things. The pessimists fear he may be gambling for 
something much bigger: Germany's withdrawal from NATO, 
the departure of the American army from Europe, the endof 
the Atlantic alliance. This is why the democracies have to be 
careful how they handle the reluctant Mr Gorbachev. _ 

It is true that the uniting of Germany, and the collapse of 
the Warsaw pact, change the military arithmetic of Europe. It 
is reasonable for the Soviet Union to ask that this change 
should not put it in danger. That can be achieved by three 

f Military arrangements, plus one political figleaf. 
. . "In the Vienna army-cutting negotiations, de Soviet 
jt " Inion can be allowed a bigger army than the West has so far 
ps „ished. It is agreed in Vienna that no single country should 
have between the Atlantic and the Urals more than a certain 
proportion of the total NATO-plus-Warsaw-pact number of 
tanks, guns and so on. If that figure were set at 35% (roughly 
^ halfway between the present western and Soviet sugges- 





















'. tions), the Soviet Union would have by far the biggest army in 


Us Europe, and could defend itself against virtually anybody. 
. . "The size of the (far smaller) German army of the future 
-. can also be made clear in Vienna. This should not be done by 


. picking out Germany for special treatment, since no other 


«country will be so named; but a total NATO force in central 
. Europe can be agreed upon, and the size of its German com- 
© ponent will then be easily deducible. The result will probably 
be about seven German divisions, compared with 50 or so 
Soviet ones. In addition, the Russians can keep some of their 
. army in eastern Germany for a few years, and there can be a 
` > gentlemen’s agreement that only a limited number of western 
-soldiers will operate in the newly liberated part of Germany. 
Jo us three, military assurances can t- be added a 










can ida a loe. of things, provided. nobody thinks it can b 
J sions, backed by nuclear missiles, in European Russia. 


| worry—if. he really is worried—about the protection of h 


bachev's. decision-making machinery by offering him mo ie 


- for the soldiers who go back to the Soviet Union. 


East Germany's exports to the Soviet Union. As. 


placemen who have wrecked the economy. That ch 






P x strengthened. Conference. on Secut 
Co-operation in Europe. This body, 
little. more than a peripatetic conversa! 
should be given a small headquarters: 
secretariat. Its member-countries’ 
ministers, from all of Europe plus 
and Canada, must groan and add. 
item to their list of regular meeting: 
- CSCE can send mediators to urge, say, à 
ful. solution for Transylvania. It ma 
z handi in the supervision of the Vienna ¢ 
- mament deal, once Mr Gorbachev signs it 























































substitute for NATO while there are still 50 well-equipped 
All this is. a legitimate way-of calming Mr Gorbac jev 


country's borders. The issue has now been blurred, howeve 
because the Germans think they can lubricate Mr Go 


The proper use of money | 


It isa good idea for the Germans to pay at least part a the cos 
of feeding and housing the Soviet soldiers who stay on in eas 
ern Germany. Sitting in the middle of a democratic Eure 
waiting for their weekly D-mark payslips, those soldiers 
gradually start to look (and feel) like exhibits in a mi 
museum. Maybe the Germans should also pay for new h 


Some of the other German ideas, though, are less se 
ble. One would have the new Germany guaranteeing th | 





tional measure, that is fine. In the longer run, as eas 
many's industry: is metamorphosed by the wand of ' 
man capitalism, it will create a new problem. Many 
enterprises that used to sell things to Russia will sim 
ish. The new, sharper private companies taking roo’ 
ern Germany will be producing things Russia may 
to afford. So some Germans are suggesting that “la: 
its” should be offered to the Soviet Union. They sa’ 
main motive is economic, but plainly they are also ho 
tempt Mr Gorbachev to be nice about Germany-in-NA 

This reasoning is confused, and dangerous. It will] 
to put money into Russia when it has changed its- 
much that the money would not go near the bureaucr: 








not yet. happened; after 63 months in office, Mr 
still has not introduced a serious economic refo 
does so, any. money n ins offered him 

































































again the moment when he has to face the political agony 
eal reform, —— 

The Germans are nervous. They see that Mr Gorbachev is 
trouble, and they want his blessing to their membership of 
ATO, and his signature on an arms agreement in Vienna, 
ore it is too late. They will relax a bit if they examine the 
d realities facing Mr Gorbachev, or any successor of his. 
The Soviet Union cannot now stop the unity of Germany. 


Canada and Quebec 


ere are worse things than divorce 








"s most favoured nations keeps inventing new ways to tie 
If in knots. How splendid it would be if last week's gruel- 
ng negotiation in Ottawa, at which Mr Brian Mulroney, 
anada' s prime minister, implored the ten provincial pre- 
iers to accept the constitutional changes proposed at Meech 
L disi in 1987, ended the distracting chatter about the con- 
itution once and forall, — — 
That won't happen; and perhaps it shouldn't. on s 
bsession with its constitution is not just a hobby. It is an 
tempt to resolve real difficulties forced on it by geography 
and history. By area, Canada is the world's second-biggest 
untry, a fact that condemns it to spend a good deal of en- 
ergy striving to rally far-flung peoples behind a single national 
ea. But it is also, as Lord Durham famously put: it in 1839, 


he constitutional amendment agreed on at Meech Lake 
ee years ago was to pacify the smaller nation, the 5m-plus 
nch-speakers of Quebec, by giving them special recogni- 
as “a distinct society" and more powers within the con- 
ution. By doing so, however, it may have loosened the na- 
l idea that binds all of C anada together. 
Not every nation needs a "national idea". But Canada 
ts in the shadow of an unusually ebullient neighbour. 
st Canadians, living within 100 miles of the United States 
der, tend to wonder how they differ from the English- 
ing free-traders next door. Its chronic identity crisis was 
f the reasons for Canada's decision, when it brought its 
itution. hom: sr l Vestminster i in 1382, to d a char- 


lpr argue : uh the proposition 
) eae: a fran society. Their main quarrel is 
clause saying that the job of Quebec’s government is to 
serve and promote" its distinct identity. Mr Clyde Wells 
wfoundland, which ratified but later rescinded the 
Lake aniendment, wants to be sure that Quebec’s dis- 
5s does not give i it the power. to trampe on the free- 








"xt might defuse à to remove any of it its troops from eastern Ger- 


YOU ask the man on the Bloor Street subway adis he 
hinks of the Meech Lake accord, he may well reply that he - 
rs the Honda Accord. A lot of Canadians find the per- 
ual haggling over the details of their constitution increas- 
gly tiresome. Outsiders simply marvel at the way one of his- 


o nations warring in the bosom of a single state". The aim . 











many, but that would leave even more of them to be museum- 
exhibits there. It could refuse to sign a Vienna treaty, but that 
would almost certainly mean smaller cuts in NATO than would 
happen with a treaty, and meanwhile the Soviet Union can 
neither resurrect the Warsaw pact nor ignore its own econo- 
my's demand for big cuts in military spending. It is these 
things that make nights in the Kremlin so cold, and nobody 
outside the Kremlin can do anything about them. 








-doms enshrined in the charter of rights. It is a fair demand, 


made relevant by Quebec’s Bill 178, an illiberal law that for- 
bids merchants to use English on signs outside their shops. I: 


.. 1988 the Supreme Court said the law broke the charter’. 


guarantee of freedom of expression, but Quebec imposed it 
anyway. If Bill 178 is what Quebec means by having a distinct 
society, say many English-speaking Canadians, the constitu- 
tion should not be changed to help it promote one. . 

The answer of Mr Mulroney, himself an Anglo-Que- 
becker, was to have six lawyers write an "opinión" last week 
that the charter of rights would not be denied or infringed by 
the application of the distinct-society clause. The opinion is 
not signed by any of the provincial premiers, and Mr Robert 
Bourassa, Quebec’s premier, was quick to promise Quebeck- 
ers that it would carry no legal weight. This is no way for a 
serious country to change its constitution, particularly if it 
lodges a fatal ambiguity in the constitution’s heart. Unfortu- 
nately, it epitomises Mr Mulroney's approach to Quebec. 


Giving away le magasin 


Quebec, alone among the provinces, sed bares the 1982 
constitution. Mr Mulroney has seemed desperate to bring it 
in, at virtually any cost. At Meech Lake in 1987 the price s 

by Mr Bourassa included not only recognition of Quebec as ~ 
distinct society but also bigger powers over immigration, a say 
in the appointment of Supreme Court judges, limits on fed- 


eral spending authority and a veto for Quebec on future 


changes to the constitution. Mr Mulroney thought the price : 
worth paying. To persuade the other provinces to think so 
too, he gave them most of the powers Quebec had asked for. 
He even added a few it hadn't, such as a role in the nomina- 


tion of senators and an automatic annual conference of pro- 
vincial premiers to discuss—what else? —the constitution. 


Perhaps keeping Quebec inside Canada has to be the 
main aim of any Canadian prime minister. Perhaps the dimi- 
nution of federal power implied by Meech Lake will be 
slighter than its critics fear. But at spme point Mr Mulroney 
must ask himself how often he is prepared to buy Quebec’s — 
loyalty by weakening the central government and dishing out 
constitutional promissory notes to the provinces. He was at it 
again last weekend. In return for supporting: Meech Lake, the 
western and Atlantic provinces, which feel neglected. 






















































reformed Senate. So even if Meech Lake is ratified, more con- 
stitutional fights lie ahead. : 

Thei irony is that Quebeckers may opt for independence 
anyway, in. spite of Ottawa's contortions. Their self-confi- 
dence has soared in the decade since they rejected separation 
in the referendum of 1980. A new class of French-speaking 
businessmen, excited by free trade with the United States, 
says that resource-rich Quebec could make do without the 
rest of Canada if it had to. Mr Mulroney hopes that telling 
Quebec it is a distinct society will stop its drift to separation. 
tis just as likely to spur the separatists on. 









pios «pound must go into the EMS at a rate that stings 







) RIT AIN'S preparations for king sterling into the ex- 
) change-rate mechanism (ERM) of the European Mone- 
tary System have hardly been elegant—but, with luck, the 
end result might actually be right. Mrs Margaret Thatcher has 
already committed Britain to join the ERM "when the time is 
ripe”, but has remained visibly unpersuaded by the economic 
case for doing so. Now, despite those doubts, she is letting her 
foreign secretary, Mr Douglas Hurd, and her chancellor, Mr 
John Major, make. it difficult for the government to delay 


membership much longer. Ironically, the most lasting change - 


her government will make to British economic policy is the 
one she long set her face against. — 

- Newly energetic winks and rudes told the fandi mar- 
kets this week to pencil in the big day for September or Octo- 
ber. If that expectation takes firm hold, Mrs Thatcher will be 
obliged to fulfil it, or else accept a market backlash well timed 
to lose her the next election. As international investors grow 
| confident that a floor will soon be placed under sterling, Brit- 
ain s high interest rates look even more tempting than be- 
fege—so up has gone the pound. That is fine, because it be- 
gS to look as though sterling will enter the ERM at something 
like the correct rate. — 

- > If Britain is to make a success ‘of ERM inen beni a 
bi if—the exchange rate on entry will be critical. A low rate 
against the D-mark, the currency that anchors the system, 
would signal to firms to relax on pay and costs: an inflationary 
pay round would leave their prices still looking competitive 
against foreigners. If the ERM is to help Britain lower its dan- 
-gerously high inflation rate, it is imperative that the exchange 
fat pinches from the beginning. The test is easy. Britain 
should go in at a rate high enough to make the Confederation 
of British Industry whine—and no lower than DM3, at which 
rate traded-goods prices in Britain and West Germany would 
be roughly the same. The present rate is around DMZ. 90, so 
the pre-ERM rally has further to go. 
Britain will also need to choose between a broad band and 
a narrow one. The system's standard narrow band allows cur- 
“tencies to move by 2/496 on each side of their central rates; 
land keeps: the: guilder within an even narrower range, 
















tral C apada, have been pace stronger representation ina 


[^ T draws near 


. ERM. Interest rates are being asked to do two quite sep: ar 








ps independent Quebec nid ped more duh tv 

size of France, have more people than Denmark and a bigg 
GNP than Austria. Even so, it would be a minnow in Ni 
America. Its departure would be a stunning loss for Cana 
and a devastating one for the Atlantic provinces. Minno 
dom would not necessarily help French Quebeckers preser 
the language and culture they hold so dear. Yet the day 
coming when Canada may have to call Quebec's bluff, E 
adieu, and negotiate: a new relationship with a soverei 
neighbour. Better that than to keep on mending and bendi 
the constitution until Canada is left with a mockery of a: 
tral government, and no real sense of what Canada is. ` 


and Beruni bu e the Belgian franc will follow su 
has a 6% band, which it uses to keep interest rates 
than the ERM would otherwise allow. This has helpe 
fight against inflation (see page 75), which commer« 
broad band to those who want British interest. rates to sta’ 
high. But it has two drawbacks. First, the broader the band— 
ie, the further a currency is allowed to fall before the embar- 
rassment of a realignment—the less cost-controlling disci- 
pline the ERM exerts, Second; the premise of the ERM (in case 
you forgot) is that. exchange-rate variability is bad i in itself. o 

this score, the. narrower the band the better. ae 


Onward to the real t test . | E "mc 
The appeal of the broad band as a way of engineering à judi 
cious mix of exchange-rate uncertainty and high interest rates 
points to the central dilemma for economic policy within th 


jobs: peg the exchange rate, and restrain demand in the ec 
omy. This is asking too much, and it is likely to end in. tea 
unless another instrument of policy can be used. | 

Since exchange-rate stability is well worth having, Brita 
should go for the narrow band. Provided the rate is hi 
enough, that will help to get inflation down by confronti 
firms with an imminent loss of competitiveness. But the 
ernment must then frankly admit that interest rates s 
henceforth be set to stabilise the currency. If the rates impli 
by that are too low to restrain domestic demand—as tl 
might well be—the government will have to tighten fisc 
icy instead. In plain words, it will have to cut public spen 
or raise taxes. 

Awkward, that, in the run-up to the next election: 
government will be tempted to let ERM-euphoria lower i 
est rates and disguise the economy’s underlying difficu 
thus leaving itself or its successor the devil of a mess to cl 
up after the election. If the present battle of tactics betw 
Treasury, Foreign Office and Downing Street inserts 
pound into the ERM at a suitably high rate, that will indee 
zo a cheer. Then will come e the real test. 

















A F THE best P. times, | good news from the Middle East 
TÀ comes in small servings. These may be the worst of 
mes. Mr Yitzhak Shamir’s new government in Israel, de- 
:ribed as the most right-wing group ever to run the country, 
s expected to bring the peace process, or what has passed for 
eace process, to a stop. How long the intermission will last, 
d how difficult it will be to get the music going again, de- 
ds on how much of the scenery remains in place. That, in 
, depends on whether the hard men in Israel, and in the 
lestine Liberation Organisation, are allowed to dictate the 
ipt. The effort to control them is the thankless, probably 
ofitless, task facing America's statesmen. 
-The task is made trickier by the fraying of the tenuous 





idministration says that the talks it has been having in Tunis 
th the PLO will have to be broken off, or at least suspended, 
less Mr Yasser Arafat, the organisation’s chairman, specifi- 
Ily condemns a seaborne raid by the Palestine Liberation 
"ront, one of the PLO's factions, on a beach near Tel Aviv. 
Although no Israelis were hurt in the botched raid on May 
30th, the: attempt was a breach of Mr Arafat's promise in De- 
sember 1988 that his organisation had renounced terrorism. 
Nearly two weeks after the raid, the PLO mumbled a formula 
'ondemning "any military action which targets civilians". 
The administration, which is trying as hard as it can to pro- 
rastinate but has an angry Congress breathing down its 
neck, has said sadly that this is not. quite good enough. _ 

-" Moderation does not get much of a hearing these days 


that Mr Arafat has given away too much for too little. 
ael, after all, remains ensconced in the occupied territories, 
fusing to take part in negotiations (even though these were 
be on pretty nearly its own terms) and responding repres- 
ely to the 30-month-old intifada, which has cost 800 Pal- 
inian lives. On June 12th an Israeli officer (now briefly in 
I) tossed da tear-gas grenade into a baby clinic in Gaza. Who, 
i ask Mr Arafat's hard men, are the terrorists? 


on t ru sh i in 


) » à V chat the communist ioi Kai sabad zapalim, 

it seems only proper that capitalists should respond by 
ing the wayward and impoverished peoples of ex-com- 
T {ccs}, After decades of loudly proclaiming 


lore settlements on » occupied territory should mean less aid from America 


ece of string between the PLO and the United States. The 


from either Palestinians or Israelis. Palestinians, forgetting 
how they slid backwards during the years of rejectionism, ar- - 


sia ia rand Eastern Europe a are not the goldmines that many western businessmen 


2 market, wouldn't t it be churlish; 












































E come in all TN But their Knesset has 
now chosen an unyielding government which depends on the 
support of three small parties that would annex the occupied 
territories (and one would also expel all Palestinians). Those 
are fringe groups. More important are the central figures 
within the ruling Likud party. Mr David Levy, for instance, 
the new foreign minister, has denounced Mr Shamir's plans 
for limited Palestinian elections and autonomy and, when he 
was housing minister, dedicated himself to Jewish settlement 
in the occupied territories. Mr Ariel Sharon, a man commit- 
ted to Oreater Israel, led Israel into its misbegotten war in 
Lebanon and now, as housing minister, will help to decide 
where Soviet-Jewish refugees will live. These are not men w` 
will voluntarily accept an accommodation with the Palest. 
ians in the West Bank and Gaza. Under their guidance the 
slide downhill may be unstoppable. | 


The act of a friend 


The exodus of Soviet Jews colours all- hare and eats in the 
region: giving Jews cause to rejoice, alarming Palestinians, un- 
netving Israel's Arab neighbours. The new emigrants bring a 
vast infusion of confidence to Israel. They could even, one 


day, ease the Jewish nation's fears about its isolation in the 


Arab world. But there is a rub: Presidents Mikhail Gorbachev 
and George Bush have both explicitly argued that the new 
immigrants should not be settled on land where Palestinians 
live and which they hope one day will be their own. 

Israel's overconfident rulers would be wise to pay heed. 
The Soviet Union could, quite simply, cut the supply of exit 
visas. That would be an act which everybody should con- 
demn. Better, far, would be courageous action by America. 
Let the Bush administration, which already treats Israel less 
deferentially than its predecessor did, and Congress, whic’ `- 
beginning to be unhappy at what Israel may be about to | 
consider cutting the $3 billion a year that America gives Israel 
in precise response to any settlement in occupied territory. 
Sour medicine, indeed, but the times are sour. And such firm- 
ness would, in the end, be the act of a friend.. 








even dangerous, of the West to leave the Poles, Czechs, Hun- 
garians and Russians floundering in a sea of debt amid the 
ruins ofcommunism?  . po | 

-How fortunate, then, that self-interest. seems to chime 
with the call of conscience, For western à compani : 
















































"s offer an historic opportunity: a market hat western money, to attention, as pout i in tl ere, 

a 380m c consumers , each with an insatiable appetite for ing them of capital. i 
goods and services taken for granted by sated westerners. Just Corporate investors ought to pause and recall that 

as alluring, the ECCs are full of highly educated and skilled most new markets, those who invest later rather than so 
workers, happy to toil for relatively low wages. Pouring loans may reap the biggest rewards. In any commercial effort 

. and grants into these heavily indebted countries may not mortality rate of pioneers is high. The handful of East E 

. make sense. But. direct i investments, and the managerial and pean companies with an exportable product or respe 

hat come with them, could double or ^ brand name, such as Tungsram, Hungary’s light-bulb m 





~ technological exper 
triple the GNPs of th just ten years. The era calls for facturer, or Skoda, Czechoslovakia's carmaker, have ali 


courage and vision from western business leaders. The early been sold (America's General Electric owns 5 
birds will get the choicest worms. | Tungsram) or will be pricey by any standards because 
A mouthful of worms may be all they ever get. Investing i in rarity value (Skoda is discussing collaboration with s 

the ECCs is fraught with risk. Unless, or until, they establish carmakers from Ford to Bmw). If the ECCS sort out the 

- all the paraphernalia of capitalism to go with their new-found eties and their economies take off, opportunities will pro 

-~ enthusiasm for free markets, the risks for foreign investors are — ate. If not, there will be few opportunities of any kind. 

likely to grow, not shrink. The obvious exception is East Ger- | 

many, whose transition to a free-market economy will be Imitate the cautious Japanese pn, 

faster precisely because it will adopt West Germany's eco- Today the ECCs are not a giant market just waiting to. 

nomic and legal system wholesale. ploited. Markets are measured by purchasing. powe 

What. purveyors of the rosy conventional wisdom— population. Remember the land of a billion consume 

mostly bankers and consultants peddling their services— ern Europe's market could prove just as chimerical a 

— lithely ignore is that every other country in Eastern Europe — na's. Nor are the ECCs yet much of a low-cost manufactt 

“still faces the hard slog of establishing tax regimes, contract site. With no real market prices, there is no way to calc 

law, capital markets, environmental and safety regulations the real cost of East European labour or capital. Acco’ 

and employment rules. Dismantling and selling state-owned —— systems are a fantasy, profits purely notional, productivity | 

monopolies is an immense hurdle which no government has els a mystery. Maybe that is why those apostles of long: 

yet attempted to leap. These are not mere details. Completing strategy, the Japanese, have announced no sizeable inves 

such tasks will embroil the region in all the wrangles about ments in the area. Despite the extraordinary political event 

wealth distribution and the size and role of the state which of the past year, Americans and West Europeans should 












western countries have spent generations. trying to resolve. judge prospects in the ECCs against investment opportunities 
| elsewhere. By most yardsticks, southern Europe, South Ea: 

; Beware the vision n thing Asia, even a newly reforming Latin America still look lik 

All true, say some impatient people, but what it misses out is safer and more promising bets. E 


vision. Apparently the fear of being unvisionary, or just of As East Europeans look to the West for help and ho 
being left behind, is proving irresistible to many western busi- — this the best that capitalism can offer? Well, yes it is, and it 
nesses. Flights to Moscow, Prague and Budapest are booked — lot more than it looks. In a capitalist system, the ability 
solid. Hotel foyers in East European capitals are clogged with assess risk is the unique contribution of business leaders 
briefcase-toting executives scouting deals. On the agenda of the common weal. The fastest way to tutor East European 

~ most corporate boards this year is the question: what should the ways of a free market is to make them compete ag 

: we do about Eastern Europe? The flow of direct investment to Mexicans and Malaysians for the vidas dollars 

' "the ECCS is still a trickle. But poor countries everywhere NOR and 2 Marks of western savers. - 


FTA's afterlife 






















] Is € does not lie; in a new deal with the European Community 


"EN years ago, when EFTA, the European isd Trade Au This week EFTA has Jod binbdse blues. Austria, | 

^ KK ciation, was celebrating its 20th birthday, its six members | Switzerland, Iceland, Sweden and Finland have just 

could count themselves lucky. They had the plus of free trade in common: their non-membership of the Ec. Until 

without the minuses of the European Community. Theit sov- have represented a different vision of the way soverei 

. ereignty was untainted by Brussels. They were spared argu- — can seek strength in numbers, whose essence is that 

. ment about budgets and rebates and wine lakes. Yet their volves no supranationalism, no voluntary transfer of le 

businessmen had as much access to Community markets as — tive power to some centre. They know today that tl 

any EC insider enjoyed. EFTA lived up to its acronym, while proach has bumped up against the limit of what it cani 

next door the Common Market nee depressingly | while the Community’s supranationalism is suddenly: 

: | more gain for the pain involved. So they are torn betw 











: r . Community cannot claim 






seu more Cu 
What do you get for: belonging to a "— club? 
t aside warm feelings about Europe, which are as likely to 
a Swiss referendum as a freedom-to-litter clause. The 
actical advantage of supranationalism is that it allows a re- 
finition of free trade much needed in today’s state-warped, 
























other national markets is no longer enough: those rules 
ibody modern protectionism. What is needed is compe- 
ion between national rules under a degree of central ref- 
eeing, which is what the EC's internal market aims to pro- 
de. The prospect gives EFTA the shivers. Doing 6096 of their 
ade with the Community, its members know that Brussels 
ll, de facto’, referee them without their having any say in the 
ter. They know that their multinational companies risk a 
rimination within the EC that they did not feel before. 

So the EC has made EFTA an insincere offer which EFTA 
gteeted with wishful thinking: that the two should negoti- 


ntries would gain a say in European rule-making without 
their independence, but the Community would remain 
dependent in its rule-making because it would not give EFTA 
uch of a say. The softness of this fudge has become ever 


in's farming 


L XTRAPOLATE the recent past, and before the century is 
BY out the British will have given up eating altogether, for 
ar that food will kill them. By this spring they had already 
n scared off their cheese, eggs, apples and lamb by all man- 
of creepy-crawlies that allegedly lay beneath the surface of 
sty chop or a Golden Delicious. Small wonder that talk of 
d-cow disease was enough to turn them off the beef that 
z are all supposed to roast for Sunday lunch. Now there is 


2 ow to put some trust back i into Britain 








h Sea may be contaminated as well. 

his macabre national entertainment is partly the result 
fluence, newspaper hysteria and the health-and-greenery 
ent. But it is exacerbated by the average Briton's mis- 


inister feeding his daughter a hamburger i in front of the 


ade proof that the food r t pann is extremely dan- 
ar nd should be shunned. 





he Ministry fot Agriculture, the last unreconstructed 
-lobby in Margaret Thatcher's Whitehall. The min- 


ea ~ aot a fire: rand consumers later. Mr David 








: atic” e ‘over beef. But the 








vice-dominated economies. Freedom to work to the rules : 


he terms of a European Economic Space, no less. EFTA 


rer as design. o of the Ecortómic PONE has indus The 


ad clam disease" to worry about, because seafood from the. 


of government reassurances. For many, the mere sight of - 


'dly surprising: the: ministers. ew are ho 


was addressing Stafford- | 





offer is dwindling. And it sees that EFTA must st balice: any te 
gime that it accepts, so the amount of supranationalism in-: — 
volved for EFTA is rising. The list of exceptions, where EFTA - 
countries wish to cling to their national rules, grows longer. - 

If those six countries had some shared reason for being 
incompatible with the EC, there might be some logical case for 
their approach. They do not: even the neutrality that four of 
the six espouse varies widely and has been varyingly under- 
mined by the passing of the cold war. a 3 





Extra-Fast Transitional Arrangement 


The doomed exercise is insincere because EFTA members are 
increasingly inclined to join the Community—Austria has al- 
ready applied, Norway could well follow—and the EC is using 
its talks with EFTA as a way of delaying their entry. The honest 
approach would be for the Community to offer rapid mem- 
bership to any EFTA country ready to accept the obligations 
involved. Those countries which remain steadfast in their 
individualism—Switzerland is the most — probabl- 


` example—would do much better with tailor-made bilater: 
deals with Brussels than with a one«ize-fits-all Economic 
Space. In short, the right way to celebrate the 30th year of 


EFTA is to say clearly that it is now an antechamber to a wel- 
coming EC, and no longer an alternative to it. 

























To get round this, Mrs Margaret Thatcher could set up an 
independent food-safety agency to advise ministers and the 
public, as Labour suggests. Or she could break up the agricul- 
ture ministry, putting bits of its work (irrigation, ditches, etc) 
into the Department of the Environment, and bits (the long 


hours of Brussels negotiating) into the Foreign Office. Or she 
could have a bit of constructive fun. 


This last route—less bureaucratic, cheaper and more dras- 
tic—would involve appointing a new minister of agriculture: 


. Mr: Nicholas Ridley. Mr Ridley is the only authentic squire 


left in the cabinet, so to farmers he would look a lot more 
plausible in green wellies than most of the accountants and 
lawyers who now run the Tory party. And, to the non-farm- 


ing 97% of the population, what he had to say would sound a : 


lot more plausible as well. He is devoted to consumer choice 
and competition, which is why,he is turning the industry de- 
partment from a producers’ lobby into. son eung that he, 


hopes will promote free trade and scrap subsidies. - 


To do the same to agriculture, Mr Ridley will need an 
fective number two. Who better than Mrs. Edwina Currie, 
the former health minister who: was sacked during the eggs 
scare because she overstated the extent of salmonella. infec 


_tion? He doesn't like publicity, she loves it. He would think, 
] su would talk. — iie Hen e, and die EE 
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“© Excellent highway, rail and barge systems — .- 
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* Six Foreign Trade Zones . | EL 
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MANUFACTURING OPPORTUNITIES 





e Specialty chemicals 

* Wood and plastics products 

e Pharmaceuticals 

e Seafood processing 

* Processing of soybeans, sugar cane and rice 
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RESOURCES 





* 33 percent of U.S. plastics and resins 
* 20 percent of U.S. natural gas — 

`e 10 percent of U.S. oil - 

e 14.5 million acres of timber - | 
25 percent of U.S. seafood —. ^ 
* 25 percent of U.S. petrochemicals ^ — 
* Rice, sugar cane, soybeans, cotton 
* 4 billion gallons of freshwater daily ' 
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: "The environment is 
. lomats will try. 
3 nitely harder w 


e environment ministers 





out dirty rivers and smoky air. No 
ese days, they j jet from city to city, 


aUSES, just like- defene experts or 
‘ e ministers. For the past month, frantic 

"efforts have been made to shore up the 
Montreal protocol, the 1987 agreement to 
 utb the use of chlorofluorocarbons (CFCs) 


which damage the ozone layer. Should they . 


- fail; the outlook for any agreement to tackle 
~ the threat of global warming would be bleak. 


In the past, countries made agreements 


to prevent a valuable species being hunted 


or fished to extinction. Recently, interna- 
tional environmental. agreements have be- 
come more frequent; and green matters are 
no longer dealt with merely as side issues. 
Between 1930 and 1959 the United States 
‘put into force only a handful of such trea- 
ties, mainly on whaling: In the 1960s and 
1970s the numbers rose to five per decade, 
as marine pollution « and endangered species 
ia beráiue: d gea €— the 1980s the 









That inevitably exer t 
able to overuse. Because the 
nobody, any country that uni sia, cuts 
its take of fish simply leaves more available 
. "for other, less virtuous nations. who—in 
^ economists' jargon—profit as "free-riders"". 

* In an individual country, the state typi- 
. cally steps in to prevent free-riding. The pea- 


7 “soup fogs that at one time plagued London 


i were caused by the smoke from coal fires. 


<. No individual householder had any incen- 


B tive to burn smokeless fuel. Only in 1956, 


after a particularly dreadful fog, was a law 


brought in forbidding coal fires in certain 
areas—thus effectively banning free-riding. 

- Increasingly, the green issues that preoc- 
f cupy people do not—as London fog did—fit 
> into tidy national boundaries. Sometimes 
hey t a group of countties, as s with. the 


s he new stuff of diplomacy. In London this month dip - 
-to broaden the agreement to protect the ozone la 
il à 9e next year’ S negotiations on the greenhouse effect 


fficials stayed at home and | 


er. In 


pollution of the Rhine or with acid rain. 


Sometimes environmental damage threat- 
ens to harm most of humanity. That damage 


may be caused by a few countries—every- | 
body loses something if Japan and Norway | 
hunt whales to extinction, or if the rain for- 
ests burn. Or the damage may come from 
many sources, as with CFCs or global _ 


warming. | 


What, though, is to be done? There is” 
no world government to pass the equivalent — 


of Britain's 1956 Clean Air Act. Only- 


through international agreement can coun- 


tries decide not to inflict environmental ~ 


harm on each other. 


From Stockholm to Montreal 

The concept of such agreements has its 
roots in the 1972 United Nations confer- 
ence on the human environment. This 
Stockholm conference set up the United 


‘Nations Environmental Programme (UNEP), . 


the body which has played the main part in 


green: diplomacy: It also declared that — 
.responsibility to ensure - 
that activities within their jurisdiction or : 
control do not cause damage to the environ- - 


"States have.. 


ment of other states or of areas beyond the 
limits of national jurisdiction.” The idea 
that those who pollute should bear the cost 
of preventing environmental damage, or at 
least cleaning up after it, was adopted—also 


in 1972—by OECD countries, and tagged the 
“polluter pays" principle. In practice, inter- 


national negotiations have quite often left 


not the polluter but the victim footing the 


bill; in order to get something done. 

Ie was t 
Which has become central to environmental 
negotiations. One of its earliest exercises 





' was to devise an agreement for the protec- 
tion of the Mediterranean. When talks got - 


stuck, UNEP came up with the notion of a 
framework convention, in which countries 
set out a few broad heads of agreement and 
ideas—on, say, sewage discharges or clean- 
ing oil slicks—to be. developed later in spe- 
cific. protocols. Such conventions typically 

also set out the machinery for future deci- 


sion-making: the : secretariat and how it. 


should be financed, how dispiites 


cated, and so on. 


NEP that developed the idea ~ more about the issue and to discuss | 


ment to halve CFC production. 


world leaders to mark the twenti 























































, Developing countries 


settled, how voting rights should 


Thus with CFCs many govern 
first felt there was not enough evid 
ing them to ozone holes. So the firs 
the Vienna convention, signed in. 
1985, was mainly an agreement ti 


action. Talks on a protoco | began i 
ber 1986 and resulted, in March 198 
Montreal protocol, with its specifi 


UNEP officials hope it will be possi 
start negotiations on a climate-chan 
vention at the end of this year, after a 
ing in Geneva to consider the repo 
intergovernmental panel on climate 


by mid-1992, when Brazil hosts a m 















REENHOUSE negotiations will be 
 bedevilled both by uncertain data 
her by the multiple sources of the trou- 
ble. In terms of heating effect, CFCs—po- 
tent sources of greenhousery—make up 
around 4596 of West Germany's total 
emissions, 35% of America's, only 21296 
of Brazil’s. Methane (from fossil fuels, 
rice-growing and livestock) accounts for 
maybe 4596 of India's emissions, 1596 of 
America's, 596 of Japan's. 
Or do they? These are just one set of 
heroic estimates for one year, 1987. Even 


easet AAO e rte art rr erre ete ere Peer A NA tta qe MUR trn rsen rrr emn HP na 


versary of the Stockholm conference. 

. The groundwork for a climate-change 
ynvention has been prepared more thor- 
ughly than for any previous environmental 
reaty. But it will still be hard to achieve, let 
lone by 1992. Some countries, such as West 
rmany, say they want to negotiate simul- 
aneously on a broad convention and a spe- 


untries feel that a vague convention 
uld look like procrastination. The Ameri- 
1s are too suspicious of even a general 
|vention to start considering protocols. 
me third-world countries will not start 
king at all until they get assurances that 
y convention will offer them cash to help 
t the costs of complying with it. 





m Montreal to Brazil 

.Montreal protocol on CFCs is the 
est thing to a dry run for a climate- 
ige convention. It was a remarkable 
evement. Governments agreed to steps 
rotect the environment against future 
rers, the main evidence for which was 
scientific fact but scientific speculation. 
y also committed themselves to targets 
he technology to achieve them was 
able. But all this was.made possible by 
circumstances which may not be 
y ith climate change. 

ne factor Was growing scientific indes 
epletion in the strato- 
han a decade scientists 
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if everyone can agree on figures for a base 
year—which!—how should they be mea- 
sured? Per head (most poor countries 
could ask why they should make any cuts 
at all? Per unit of onr (easier for the 
rich)? How should targets for cuts be set? 
Overall, or gas by gas? In percentage 
terms? The same for all? Should coun- 
tries that would find cuts costly (eg, Ja- 
pan) be able to meet their targets by pay- - 
ing for cuts in other countries(eg, Brazil)? 
Only one thing is certain: the argu- 
ments could generate hot air for years. — 
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had suspected this; only in 1985, after the 
ozone hole over the Antarctic was actually 
Observed and shown to have grown rapidly, 
did negotiations gather pace. A similar 
trend, from growing scientific consensus.to 
clear evidence of damage, lay behind the 
change i in West Germany's position on acid 


rain. Only in 1982, as German forests began 


to die, did West Germany come to support 
cuts in emissions of sulphur dioxide. With 
global warming, a scientific consensus of 
sorts emerged in the first IPCC report, pub- 
lished last month. But the uncertainties are 


still immense. lt may need firm evidence 


that the world has already begun to warm to 
persuade countries to take climate change 
seriously. "Pray for another hot summer in 
America," says one negotiator. 

The Montreal protocol was also helped 
by positive pressure from industry. In 1986 
Du Pont, the world's largest producer of 
CFCs, announced that alternatives could be 
available within five years. In October 1988, 
even before America and the EC decided to 


go beyond Montreal and ban CFCs entirely, 


Du Pont announced that it would support 
such a ban by the year 2000. Six months ear- 
lier it had already said it intended to stop 
producing the most harmful crcs alto- 
gether. ici, the leading European producer, 
made a. similar announcement. 

— Why was industry so helpful? Mr Scott 
Barrett, of the London Business School, ar- 
gues that corporate good citizenship was 





China and Saudi Arabia to name 








n. The m kers knew CFCS 
woul ; ally b he maler, anyway. So 
were they to sit around bleating, or get on 
with developing substitutes? Obviously the 
latter. But these would be costly to develop 
and higher-priced than CFCs. So the makers 
had an interest in an early, clear framework 
of regulation, applying to as many potential 
competitors as possible. No one wanted to 
pour money into alternatives and then find, 
say, Indian chemicals firms exporting cheap 
CFC-based products. 

Climate change is unlikely to see this 
convergence between industry and govern- 





ment. CFCs are produced by a small number 
- of companies worldwide, and have a narrow 


range of uses—air conditioning, refrigera- 
tion, cleaning electronic parts, foam-blow- 
ing. The producers of fossil fuels, the main: 
source. of man-made greenhouse gases, are 
legion; so are the users; and the fuels are far 
harder to replace. 

The biggest difference: though, will be 
that of the scale and distribution of cos 
and benefits. As Mr Barrett points out, i 
ternational agreements on the environment 
are rather. like producer cartels. Countries 


or companies join cartels because the gains 
. from acting together are greater than those 


from going it alone. But if co-operation from 
time to time demands large sacrifices, some 
will cheat and the cartel will eventually col- 


lapse. OPEC pushed up the oil price on the 


back of strong demand; once demand fell 
and big production cuts became necessary 
to prop up prices, some poe preferred 
to free-ride. 

In the case of CECs, the gains to coun- 
tries from co-operating were clearly greater 


than those from acting alone. And the bene- 
fits of avoiding ozone depletion are both 


reasonably well defined and well distributed: 
no one country or group of countries stands 
to gain much more than others. Nor are the 
costs of cutting CFCs vast: witness the many 
countries that had acted on their own even 
before the Montreal protocol, and the la: 
number—56—that have already signed it. 
With global. warming, few of these 
points hold true. If the doomsters are right, 
the gains fróm international action would 


indeed be huge, far larger than any. one 


country could achieve on its own behalf. But 
the costs too would be huge. The benefits, in 
contrast, are uncertain and far off. And they 
are likely to be unevenly distributed. Ozone 
depletion threatens all nations. with an in- 
crease in cancers, like a. kind of worldwide 
Chernobyl. Global warming may or may not 
have various. climatic. effects in various 





places, but no one yet agrees what or where; 
„and for some nations they could beneficial. 
While Bangladesh vanishes under the sea, 


other countries may find they can grow 
grain where grain never grew before. . 

So a climate convention will not be easy 
to reach. The Americans, the Russians, 
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GREEN DIPLOMACY 


are dragging their feet. Some countries will 
prefer to be free-riders rather than sign. 
Some that expect to gain from global warm- 
ing may not even consider signing. 


Targets and payments 


The prospects of agreement may yet be bet- 
ter than this analysis suggests. For comfort, 
look at the case of acid rain. Countries that 
emit lots of sulphur dioxide and nitrous ox- 
ides, the causes of acid rain, may suffer little 
either from their own emissions or from 
those of other countries. Yet two such coun- 
tries, Britain and the United States, have 
both, in the past few years, agreed to cut 
these emissions. Old-fashioned morality has 
played a part. So has shame. So, more inter- 
estingly, has a sense that there may be offset- 
ting gains elsewhere, in trade, defence or 
other environmental negotiations. 

That offers one clue to getting potential 
free-riders to sign up. Don't ask them to be 
too virtuous, and compensate them for the 
costs that they incur. In practice, only poor 
countries can hope for compensation. But 
all signatories, of course, must be set stan- 


dards of virtue. These will be two big issues 


- of negotiations on climate change. Just who 


should be how virtuous? And how are third- 
world signatories to be compensated? 

The Montreal protocol allows develop- 
ing countries easier CFC limits than rich 
ones, and a ten-year grace period to meet 
them, but makes no distinction among the 
rich. Things will be harder with greenhouse 
gases. Already Britain has announced a later 
date for stabilising its emissions (2005) than 
fellow-EC countries (2000). Energy-efficient 
countries (like Japan) will be reluctant to 
make the same percentage cuts as inefficient 
ones (like the United States). Nor can third- 
world countries all be treated alike. One or 
two, such as Brazil, with its burning forests, 
send up greenhouse gases on a first-world 
scale; others produce little. It will be hard to 
agree even on figures of who emits how 
much—the calculations are complex—let 
alone on how much each should cut. 

Agreement on compensation for the 
third world may prove harder still. The 
Montreal protocol demonstrates the risks 
here. Last autumn the UN passed a resolu- 
tion calling for "new and additional" money 
to help third-world countries become 
greener. Faced with a specific demand to put 
up new money for a fund to help them re- 
place CFCs, the Americans two months ago 
refused. Other first-world signatories were 
aghast (or tried to look it: several, including 
West Germany and Britain, may in fact qui- 
etly siphon their contributions out of exisg- 
ing aid budgets). Two of the third world’s 
three biggest potential emitters of CFCs, In- 
dia and China, have not signed the proto- 
col, and will not do so without a promise of 
cash. The third, Brazil, has signed, but says 
it will back out unless the cash is enough. 

Mr Mostafa Tolba, the canny Egyptian 
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head of UNEP, argues that the amount of 
cash needed is modest. One estimate made 
for UNEP puts the extra cost to the third 
world of using CFC substitutes at $1.8 billion 
(in présent-value terms) from 1990 to 2008; 
and maybe much less, if the cost of substi- 
tutes falls fast as the market grows. In addi- 
tion there would be the capital costs of con- 
version in user industries. Two estimates 
here suggest around $200m over 1991-93, 
with $20m more for things like retraining. 
Premature closure of CFC-producing plants 
might cost $150m, mostly after 2000. 

One estimate suggests an annual budget 
for the fund of $240m-300m in its first three 
years. That is not much. But the Americans 
see this as a precedent. Though payments 
would be tied to measures to replace CFCs, 
they would be a departure from the polluter- 
pays principle: crudely, a bribe to discourage 
free-riding. Bribery may prove the only way 
to achieve that, but it is risky. At which 
countries, and at what sums, would it stop? 

The idea is not, in fact, unprecedented. 
In Eastern Europe, payments by the victims 
will soon be common. Already Sweden 
helps Poland with technology to prevent 
acid rain, and other West European coun- 
tries are considering similar arrangements. 
They reckon that a dollar spent in Eastern 
Europe buys far more improvement in air 
quality than one spent at home. Other con- 
ventions too will require side payments. If a 
convention on the preservation of biological 
diversity is to persuade countries with rain 
forests not to destroy them, Brazil will want 
cash. The possibilities of abuse are evident. 
Canny third-world countries will see in the 
environment a new source of first-world 
cash. Yes, they will promise, we will be good 
greens—but only at a price. 

With the fossil fuels involved in the 
greenhouse effect, the boundary between 
meeting the costs of compliance and straight 





We should make cuts? 
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bribery will be even less clear than with 
crcs. Should China, for instance, be com- 
pensated for not burning its coal? If so, by 
whom! First-world signatories to the Mon- 
treal protocol are arguing over whether con- 
tributions to the proposed fund should be 
levied on the usual UN formula, related to 
national wealth, or on a basis of CFC emis- 
sions. With CFCs the rival formulae produce 
similar answers. Not so with carbon dioxide. 

In any event, America would be the larg- 
est payer. The White House already thinks 
that the economic costs of a serious attempt 
to cut greenhouse. gases could far outstrip 
the benefits. Add the budgetary costs of 
helping the third world to cut its emissions, 
and the sums look still more alarming. 

Even trickier may be the question of 
technology transfer. Third-world countries 
want assurances, even before they start hag- 
gling, that they will have access to first-world 
technology to cut their emissions. First- 
world governments protest that technology 
transfer is not as simple as some poor cour 
tries pretend—and anyway companies’ it 
tellectual property is not theirs to dispose of. 


A modest start 


Because the costs of coping with climate 
change are so great, the best hope of success 
will be in those areas where benefits are 
greatest and most evenly distributed. That 
might mean a series of specific agreements 
on research, say, or on energy conservation. 
Where the costs of action are lowest—as 


"with energy conservation—the temptation 


to free-ride also will be low. A limited group 
of countries, such as the EC or the OECD, 
might therefore take joint action without 
waiting for the rest of the world. Such mod- 
est steps would be less impressive than a 
global “law of the atmosphere". But they are 
more practicable. And they would be a start. 
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Not quite a coup in Thailand 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


HAILAND has had more than its share 
of luck. Alone in South-East Asia, it es- 
caped colonisation. Back in the 1970s, after 
the defeat of South Vietnam, it. was sup- 
posed to be the next big domino to fall. It 
didn't. Instead, it has prospered, becoming 
over the past two years the world's fastest- 
growing economy. There has to be a catch, 
and it is Thailand's politics. For a few hours 
n June 11th, it looked as though the coun- 
.ry was facing yet another coup: 
which would have meant that the 
bad old times were back. 

Thailand had thought it was 
finished with coups. After 16 suc- 
cessful and attempted coups fol- 
lowing the end of absolute monar- 
chy in 1932, it has managed 
without them since 1985. The 
growth of a stable democracy, it 
was argued, had made the antics of 
generals irrelevant. The events of 
June lith made that judgment 
seem a trifle optimistic. 

The general at the centre of 
these events was Chaovalit 
Yongchaiyudh, a former army 
chief who became deputy prime 
minister and defence minister in 
March, and might like to be prime 
minister. One of his jobs was to 
watch over the counter-corrup- 

on commission, which is looking 
into alleged wrongdoings in a gov- 
ernment body called the Mass 
Communications Organisation. 
Mr Chalerm , Yoobamrung, a 
sharp-tongued minister in the gov- 
ernment coalition, said that any- 
one making charges of corruption should 
make sure he himself is clean. He did not 
name the general but most people guessed 
whom he was talking about. Mr Chalerm 
has made attacks on the general in the past. 
Last week he called the general’s wife, 
Khunying Pankrua, a “walking jewellery 
box" She in turn called Mr Chalerm a 

“moron”. 

Let it rest there, the sensible Sabes said. 
The general decided not to. He seems to 
have been suspicious that he was being set 
up by the prime minister, Mr Chatichai 
Choonhavan. Perhaps he was. 


Mr Chatichai has said several times that 
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General Chaovalit is his natural heir. As 
well as appointing him to the cabinet, Mr 
Chatichai gave the general special respon- 
sibility for dealing with corruption, drugs 
and negotiations over Cambodia. All the 
most newsy, and most intractable, problems 
were his to take the blame for. Infuriatingly, 
though, Mr Chatichai declined to give the 
general a free hand. At last week's abortive 
Cambodian peace talks in Tokyo, the gen- 





Wrong way, Chaovalit 


eral was nominally in charge of the Thai 
team, but had to follow instructions drafted 
by Mr Chatichai's young advisers, led by the 
prime minister's son. 

The general returned from Tokyo with a 
bruised ego and an offended wife. Not only 
was Mr Chalerm gunning for him, but an- 
other minister, Mr Trairang Suwankiri, re- 
marked that it was much easier to become 
head of the army than to get elected. Gen- 
eral Chaovalit has not been elected to par- 
liament, as Mr Chatichai has, and recently 
declined to stand in a by-election to be held 
in August. 

What was going on? Many people as 


sumed that, in a society as hierarchical as 
Thailand's, two ministers, both of junior 
rank, would not have dared to attack some- 
one so powerful unless they had been put up 
to it by someone even more powe 
Chatichai's denial that he had got his minis- 
ters to provoke the general only increased 
speculation that he had. 


The general's old army pals said that the - 1 


attacks were an insult to military honour. A 
succession of officers appeared on the televi- 
sion channel owned by the army, giving 
warning that "our patience is ru 


nning  - 
thin". The commander of a Bangkok divi- 
sion told his men, "Your superiors are your 


guardians and you must be prepared to die 
for them when the situation calls for such a 
sacrifice." With impeccable brinkmanship, — 
General Chaovalit resigned from 
the government. The prime minis- 


ter was due to leave for Washing- 
planned chat with President Bush. 
to sack Mr Chalerm before he left _ 
the army would once more have 


politicians. 

That did not happen. In the 
22 months he has been prime min- 
ister, Mr Chatichai, once regarded : 
as just a playboy, has shown him- 
self to be a politician of some skill, — 
After receiving the ine s res 
ignation, he flew to Hua Hin, - 
where the royal family has a sum- 
mer palace. There he talked to 


seen as the main stabilising force 


turned to Bangkok, he was 


most senior serving officers, who 


all promised no funny business 


while the prime minister was in America. 


It now seems that even army officers re- 


alise that coups should be a thing of the 
past. Not only does the king disapprove of - 
them, so does the stockmarket. At one time 
an officer's best hope of getting rich was to 
be appointed to the board of a state-owned — 
enterpise. Now many dabble in Thailand's 
booming stockmarket instead. It fell sharply 
as coup rumours spread. If General 
Chaovalit still nurtures political ambitions, 


he will have to pursue them in the modern — 
way by joining a party and getting elected. 


Thai politics grew up a tiny bit this week. 





ton that evening for a long. ` 
Most people expected him either — .— 
or to cancel his trip. Either way ^ 


asserted its power over civilian 


King Bhumipol Adulyadej, Thai- — 
land's revered monarch, who is - 


the army. When Mr Chatichai ree 
flanked at the airport by the three — 
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M OUR CORRESPONDENTS IN COLOMBO 


J)OOR Sri Lanka. The Tamil Tigers are 
h ten soldiers returning to camp after 


Lanka, were ambushed and shot dead. 
‘ir offence was that they had moved out 
camp without the.permission of the Ti- 
, who claim to control the area. On the 
e day the Tigers attacked Kalmunai po- 
‘station, killing eight policemen. Next 
the Tigers attacked four army camps in 
Kalmunai and Batticaloa districts. The 
y, which had previously been told not to 
: onise by ow "defended itself”, an 


ë 


d fad xin dead 90 policemen they 
taken prisoner. Neither of these reports 


inka is again close to civil war. 


ey no longer sought a separate Tamil state - 


iue their more limited objectives as politi- 


Te merely waiting for the government to l 
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Ac cold sea off Taiwa n: 


ROM OUR SPECI Al. CORRESPONDENT IN TAIPEI 


of the British colony of Hongkong is 





ppression they fear turn out to bea real- 





achers, managers. This trend wa: 


number leaving amounted to only 1,000 a 
week, What of the more humble people of 


ngs during event s years o pros- 












suse: But bei imminence of "Britain s de- 
u um tuns ud n Minds, 







agmini E EN N EEN 


ghting the government again. On June 


ing provisions in Kalmunai, in eastern - 


'onfirmed. What is clear is that Sri 


For 13 months the Tigers and the’ gov- . 

rnment have had a ceasefire, more or-less. . 
ing this time the Tigers have talked - 
ce. They gave the government hope that . 


ans rather than as guerrillas. kt was appar- . ! 2 
ntly an illusion. It seems tha: the Tigers - 





NAY it is 1997. The takeover by China S. 


till a few months away, but many people. 
ave already left or have established es- 
cape routes for use should the Chinese. 


ty. The exodus, though, has mainly been 
of better-off people, OT of those with. obvi- ae 
s skills in demand elsewhere: doctors, 





ady in evidence back in 1990 when the 


“Many will dave acd useful. 





= ‘gett rid of the Indian soldiers brought: in un- 
g der the ‘ 


the north-east, and that they would pur- 








peacekeeping” ‘deal between India 





jutiples t to 





ivan is. Gale 360 Fore away, eat 
i able é in ropa ree a s a o: 








^ Surely they must melee er compatri- 


ots, s, peeking fü! from the mainland as 





"5 Parh aps. M oda not. Whe n one e talks 
to Speck} in the government of Taiwan it 
becomes clear that the country is alarmed 
by the possibility of an invasion of Hong- 

kong refugees. The new foreign minister, 
Mr Frederick Chien, says he feels: great 
friendship for the people of Hongkong, 
but points out that Taiwan, with 20m peo- 

ple, is already overpopulated. On the map 
Taiwan looks a sizeable place, but two- 
thirds of it is mountainous. “I wish we 
could take more,’ he says, "but our capac- 
ity is limited." 
Mr Shaw Yu«ming, the government" s 
information chief, appears to hold a simi- 


^ lar view. Back in 1986. Mr Shaw said of 


we should receive. our 


EEEE RATI EN 


Hongkongers 





laim m he k territory the Indians 
had driven them from. So cocky : are the Ti- 


. ernment “will do its utmost" to help those 


gers these D FN las week they seized five 
Indian boats they claimed were fishing in Sri 
Lankan waters. Now, it seems, they are 
ready to resume their fight for the indepen- 
dent state they call Tamil Eelam. 

Why the Tigers chose this particular 
moment to strike is not clear. They may 
have concluded that President Ranasinghe 
Premadasa is unable or unwilling to keep 
promises said to have been made to them. 
He has not repealed an amendment to the 





















































` constitution that outlaws agitation for a sep- 


arate state. Nor has he dissolved the North- 
East Provincial Council, which was won in 
an election, held under Indian protection, 
by opponents of the Tigers. Otherwise, the 
government has given in cravenly to all the 
demands of the Tigers. lt has withdrawn 
Sinhalese policemen from the north and 
closed down or moved army camps which 
the Tigers objected to. 

The government does need peace to put 
the country back on its feet. The insurrec- 
tion in the south by anti-government JV 
guerrillas crippled the economy before it was - 
crushed last year. At one stage the country’s 
foreign-exchange reserves were said to be 
down to little more than a week's import 
bills. The return of tourists, growth in the 
textile industry and a welcome rise in inter- 
national tea prices have given the economy a 
boost. Sri Lanka has devalued the rupee and 
ended subsidies on basic goods. Inquiries 
from abroad about investment opportuni- 
ties are said to be on the increase. 

Now the Tigers have cast a shadow over 


compatriots warmly and with open arms 
| 


for economic, political and humane rea- 


sons." What does he think now? Mr Shaw 


— smiles and says that personal view was of- 
- fered before he became a government offi- 
. cial. He used to be an academic. 


„Mr Shaw is unlikely to be chided for 


having uttered what has become a hereti- - 


cal opinion. It was also the official one. In 


1984 the then prime minister said the gov- 


HA eterno 


who plan to move from Hongkong to Tai- 


wan "before the communists take over". 


This generous attitude exists no longer 
partly because Taiwan, for all its talk of 
the communist "rebellion", has no wish | 
to offend the government in China, with 
which it has reached some understand- 
ings. Also, when the Nationalists in Tai- | 
wan again rule China, as they believe they 
will, they want to. rule Hongkong too. 

These niceties apart, the government 
is irritated that few of the people who 
have left Hongkong have shown the 
slightest interest in moving to Taiwan. 
Canada and Australia are enjoying the tab 
ent and money of expat Hongkongers. | 
Having been snubbed by the elite, Taiwan - 
feels cool about the boat people of 1997. 












the country's modest recovery. The defence 
minister, Mr Ranjan Wijeratne, said on 
Tuesday that the Tigers would not be al- 
lowed “to take over the writ of government" 
in any part of the country. Fighting words, 
received with enthusiasm by parliament. 
But for the president, with his policy of 
"consultation, compromise and consensus” 


seemingly in ruins, this has been a sad week. 





Australia's immigrants 


As Bob puts it 


FROM OUR CHINA CORRESPONDENT 


OB HAWKE does not go in for the la- 

conic understatement of Crocodile 

Dundee. Australia's prime minister is given 

to crying in public—for Israel, for his daugh- 

ter's drug addiction and, a year ago, for the 

victims of Beijing's Tiananmen Square. Do 
s tears blur his vision? 

- The question now occurs to the prime 
minister's Labor colleagues as much as to 
the Liberal-National opposition. On June 
6th, without consulting his cabinet, he an- 
nounced the creation of a special immigra- 
tion category so that some 20,000 Chinese 
students who were in Australia during last 
June's crackdown in China could stay. He 
also announced that Australia will force 
Cambodian boat people—since November 
around 200 have managed to reach Austra- 
lia's northern shores in three boats—to re- 
turn home. Why should there be one rule 
for Chinese and another for Cambodians 
fleeing a war-torn country? 

Mr Hawke's explanation i is that Chinese 
students in Australia "pre Tiananmen" 
(most of them had come to learn English) 
were in a "unique situation” for which “we 
have to have a special approach". The spe- 
cial treatment would be for students who ar- 
rived in Australia by “about June 20th" last 

ar. By contrast, the 
practising “economic refugeeism” because 
the regime of Mr Hun Sen was “not exercis- 
ing terror, political terror, on its 

population". 

Mr Hawke spelt this out further: 


People saying they don't like a particular regime 
or they don't like their economic circum- 
stances—therefore, they're going to up, pull 
stumps, get in a boat and lob in Australia. Well, 
that's not on. We have an orderly departure 
programme [from Indochina]. We're not going 

to allow people to jump that queue by saying 
we'll jump into a boat, here we are, bugger the 
pope who've been [waiting] around thé 
wor 


But some people think that is just what 
Mr Hawke is allowing Chinese students to 
do. Before the Beijing killings, Australia’s 
immigration department said that two out 
of five Chinese students were staying on ille- 


gally after the expiry of their visas, Now they 





ians were - 
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can start qualifying for permanent resi- 
dency. Even Chinese Australians are criti- 
cal: Mr Wellington Lee, chairman of the 
Asian-Australian Consultative Council and 
of the Chinese Chamber of Commerce, says 
that few of the Chinese students in Austra- 
lia are genuine refugees; most are "living off 
the blood" of Tiananmen Square. 

Mr Hawke is thus the author of a politi- 
cal mess. He has angered the government of 
China, which is one of Australia's biggest 
trading partners. He is asking the Cambo- 
dian government, which Australia does not 
recognise, to co-operate in the mandatory 
return of Cambodians who have survived 
pirates and thousands of miles of open sea 
to reach Australia. He has embarrassed his 
colleagues and has prejudged the assessment 
of the wretched Cambodians by the official 
Determination of Refugee Status Commit- 
tee. Most damagingly, he has added fuel to 
the quarrel over immigration. Many Austra- 
lians say the government's creditable immi- 
gration policy—Australia takes 140,000 im- 
migrants a year, to which the 20,000 
Chinese students would presumably be an 
addition—is socially, economically and even 
environmentally dangerous. 

On June 12th Mr Hawke “clarified” his 
position. He said that the special-residence 
status for the Chinese students would be 
only temporary; he thought somewhere be- 
tween six months and ten years, although 
the immigration department believes four 
years is the most likely period. “We 
shouldn’t be assuming”, said Mr Hawke, 


“that all of these 20,000 will want to stay. 


One would assume that for very, very many 
of them, if China were to return to some 
sort of normalcy, that they would want to 
return to China." 





Philippines 


At arm's length 


FROM OUR SPECIAL CORRESPONDENT MANILA 


“ T we are setting up is a political 


é‘ movement. This is not a political 
party. This is a linking of arms again by all 
citizens who want to help the Philippine na- 
tion." So says President Corazon Aquino, 
evoking memories of the People Power 
movement that overthrew Ferdinand Mar- 
cos. This new movement, she told a rally in 
Manila on June 12th, the 92nd anniversary 
of the Philippines independence from 
Spain, will be known as Kabisig, a Tagalog 
word meaning arm-in-arm. 

But whose arms in whose? Two days ear- 
lier Mrs Aquino had told television viewers: 
"Our countrymen must continue to stand 
up against the forces who want to bring back 
a repressive government, be they from the 
communist movement or the right...l 
have made a personal vow to do my best to 
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Aquino hoists an old flag 


enrich and defend this democracy, even at — 
the cost of my personal interests and includ- — 
ing my ties with my former allies." t 

Fine words, and the first suspicion is 
that after four rebellion-racked years in the - 
presidential palace of Malacanang Mrs - 
Aquino wants to distance herself from sup- 
porters and relations seen by all as either in- 
efficient or corrupt, or both. The second — 
suspicion is that, despite her promises to the - 
contrary, Mrs Aquino is preparing to fight - 
for her own re-election in 1992. 

Either way, Mrs Aquino faces a dua 
lenge. Kabisig is the idea of a Malacanang 
clique connected with Opus Dei, a mainly - 
lay group of Roman Catholics. Kabisig's - 
founding fathers—Mrs Aquino mentioned - 
six provincial governors, two mayors and - 


"n 


five cabinet members—most definitely do — 
not include what the presidential spokes- 
man scathingly calls “traditional politi- 
cians” (or trapos, as Manila newspapers call 
them). 
The traditional politicians who Ww 
benefited from presidential support have 
been snubbed, and do not like it. The Sen- 
ate leader and presidential hopeful, Mr 
Jovito Salonga, is said to have left town to” 
avoid toasting Mrs Aquino on Indepen- 
dence Day. Senator Neptali Gonzales, presi- 
dent of a hitherto pro-Aquino party, says 
stiffly, “I think the president need not be re 
minded that those who actually helped her 
climb to power were those who are now in — 
the Senate and House of Representatives." - 
Quite so, but Mrs Aquino, like most in. 
the Philippines, is obviously not impressed | 
by their performance there. Her anno 
ment of Kabisig rules out any Aquino sup 
port for the presidential ambitions of t 
House leader, Mr Ramon Mitra. More i Ir 
portant, perhaps, it comes close to s 
the president's link with her younger. 
brother, Mr Jose “Peping” Cojuangco, a 
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leading exponent of “traditional politics”. 
In theory, at least, Mrs Aquino has declared 
her political debts either paid or cancelled: 
Kabisig can now provide a platform for 
cleaner forms of political ambition than 
those of the trapos. 

Will practice match theory? Last week 
the Supreme Court ruled that alleged rebels 
against the state could not also be charged 
with murder for deaths incurred during at- 
tempted coups. Since, unlike alleged mur- 
derers, alleged rebels get bail, the effect is to 


allow some of Mrs Aquino's worst enemies 


their freedom once they have put up bail. 
The most notable beneficiary is Senator 
Juan Ponce Enrile. He is a traditional politi- 
cian par excellence. As they ponder the elec- 
toral future, Kabisig's idealists should re- 
member that, in this poor, still semi-feudal 
country, tradition dies hard. 





Burma 


Silent landslide 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


T WAS a case of having to be painfully 

honest. Burma’s ruling military junta 
conceded on June 10th that the National 
League for Democracy, the main opposition 
party, won a clear majority in the general 
election on May 27th. At that point the 
League had won 251 seats in the new 492- 
seat People's Assembly. Other parties had 
only 36 seats. The League expects to win 
around 400 seats when the official count is 
completed. The final tally will be ready only 
when all ballot papers have been brought to 
Rangoon, the capital. The fact that this op- 
eration will have taken three weeks is a sure 
sign'of the deterioration in communications 
during 27 years of military rule. 

This huge victory has, however, so far 
brought no change to Burma. There has 
been no formal contact between the army 
and the League. The League has said it will 
wait until all the results are in before asking 
for talks. Meantime, the government-owned 
papers—in Burma, the only kind—carry 
pictures of generals touring construction 
sites and launching a "new era of develop- 
ment”. The Thais continue to send back “‘il- 

immigrants", many of whom claim to 
be refugees. On June 7th around 2,000 were 
put across the border. 

The leaders of the League, who should 
now be forming the new government, are 
still under arrest. Mr Tin Oo, its chairman, 
was sentenced to three years’ hard labour 
this year. Miss Aung San Suu Kyi, the 
League's secretary-general and a prime sym- 
bol of opposition, remains under house ar- 
rest. The only change she has noticed is that 
some new sandba emplacements have 


been built outside her house. 
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FROM OUR TOKYO CORRESPONDENT 


LASSES are being raised in Yaman- 

ashi prefecture, 60 miles west of To- 
kyo, to toast the strong man of Japanese 
politics, Mr Shin Kanemaru. The local 
hero has brought to Yamanashi one of 
Japan's most profitable features, rocket- 
ing land prices. 

In the southern fringes of the prefec- 
tural capital, Kofu, land prices have sud- 
denly soared 7096 after the government's 
announcement that a track 27 miles long 
is to be built there to test Japan's pro- 
posed supertrain. Local property specu- 
lators who were tipped off in time expect 
to see their investments increase tenfold. 
The 75-year-old Mr Kanemaru has repre- 
sented Yamanashi for the ruling Liberal 
Democratic party since 1958 and is now 
boss of the party's largest faction. This is 
the way he says thanks. 

Japan's national railway has been 
experimenting with a train that can whis- 
tle along at 325mph while levitated four 
inches above the track on a series of 
magnets. Such a train will put Osaka 
within an hour of Tokyo instead of the 
three hours it takes on today's Shin- 
kansen ("bullet trains"). The Yamanashi 
test track will enable the railway people 
to see how it works before putting the 
supertrain into service, probably by the 
end of the decade. 

By then the highly profitable bullet 
trains will be 35 years old 
and worn out. Their re- 
placement, planned to 
carry 10,000 passengers an 
hour, is expected to cost no 
less than $25 billion. How 
much of the seed money is 
to be scattered around 
Yamanashi is the talk of 
Kofu's backstreet bars. 

The top prize is likely to 
go to a small group of busi- 
nessmen and politicians 
who bought into a country 
club in Sakaigawa, a village 
south of Kofu that is to be 
the end of the line for the 
test track. The happy band 
of investors is said to in- 
clude Mr Kanemaru and his 
protégé, a former prime 
minister, ^ Mr Noboru 
Takeshita. Second prize 
goes to those who own 50 
acres of marshland, which 
is to be made fit for build- 
ing on with the help of soil 
excavated from the test- 
track's tunnels. Land in the 


All abroad the gravy train 





Quick returns 





neighbourhood that a few years ago cost 
$5 a square foot is now selling for more 
than $50. Soon, say grinning farmers, it 
will be worth $500, 

There is much more. Mr Kanemaru 
has got the planners to put the track 
through the mountains from the western 
reaches of Tokyo to the heart of Yaman- 
ashi. So the supertrain will go not along 
the coastal route used by the bullet 
trains, but via Kofu and central Japan. 
That will put Kofu within 20 minutes of 
central Tokyo and turn it from a sleepy 
centre of vineyards into a_ bustling 
metropolis—maybe even the back office 
for much of Tokyo’s financial industry. 

Little wonder that 17 other prefec- 
tures vied to get the test track. Two other 
places considered for the track—Hok- 
kaido in the north and Kyushu in the 
south—were impracticable but included 
to make it a contest. Nowhere else really 
stood much of a chance with Mr 
Kanemaru calling the shots. When bu- 
reaucrats at the transport ministry failed 
to show enough enthusiasm for the 
project, the veteran politician is said to , 
have warned them that he would be pick- 
ing their next boss. Both sides deny any 
pressure was brought to bear, but the 
ministry men got the message. The peo- 
ple of Yamanashi have good reason to 
toast Mr Kanemaru and his gravy train. 
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We have always had it in our head 
to come to Asia 





local cultures, yet retained the impeccable 
service standards distilled from a century of 
traditional hospitality. We are here, 
and heads are going to turn. For 
reservations, please call our Regional 
Reservations Office at (852) 5255111 
ext. 568, speak to your travel agent or 









the flagship of a growing regional 
group. Worldwide experience has | 
taught Kempinski Hotels that $ 
wearing different hats is often the "5 
key to success. And on four : 


continents we have blended with contact the local Lufthansa office. 


Q 
KEMPINSKI 


HOTELS 


Kempinski Hotels are @ Lufthansa Hotels | 





Berlin © Bombay * Buenos Aires * Dallas * Frankfurt * Hamburg * Hong Kong * Munich * Santiago * Toronto | 
Bangkok (1990) * Istanbul (1990) * Goa (1991) * Beijing (1992) * Budapest (1992) 


THE FINEST IN EUROPEAN HOSPITALILLITSX 















The best scientists. The best 
engineers. The best people. 
They've kept Hughes Aircraft 


.. Company at the forefront of tech- 


- 10logy for over four decades. 

In so many ways. 

Who would have thought that 
from their visionary minds would 
not only come defense technol- 
ogy to keep our nation strong, but 
technology that has benefited 
mankind and improved the 
quality of our lives. 

UNCHARTED TERRITORY 
s When technology has been at 
-the threshold of uncharted terri- 
tory, Hughes has been there. 

If you've ever marvelled at 
instantaneous global communica- 
tions, you ve marvelled at satellites. 
They bring continents together 
and make people less isolated. 

Hughes developed and built 
the first satellite for geosynchro- 


> ous orbit. 


We also built the first working 


€ 1990 Hughes Aircraft Company 


m proud of our scientists and engineers.Their 
creative energy has made us a leader, and helped 
 usmakethe world a better place." 


laser. And since then, lasers have 
revolutionized our lives in over 
100 ways, from counting blood 
cells and repairing detached ret- 
inas to reading product codes and 
controlling inventory for retail 
businesses. 

Hughes also built the Surveyor 
spacecraft that paved the way for 
a safe first landing on the moon. 

And we've developed air 
defense and air traffic control sys- 
tems that protect and serve over 
one billion people around the 
world. 

Through our innovative tech- 
nology, Hughes has helped pro- 
tect—and save—thousands of 
other lives. With satellites that 
have expedited rescue efforts in 
many natural disasters, includ- 
ing the devastating Mexico 
City earthquake and Hurricane 
Elena, in 1985, and Hurricane 
Hugo in 1989. 

Our technology has also 








Malcolm R. Currie 
Chairman of the Board & CEO | 
Hughes Aircraft Company 


helped bring life into this world. | 
In microsurgery, the laser has 
been instrumental in opening . 


blocked fallopian tubes, clang: T 


the way for thousands of women 3 
every year to give birth. Dp 
CREATIVE LEADERSHIP 


At Hughes, our scientists and — 


engineers have the vision to an- 
ticipate the future. With them, 
Hughes can maintain its commit- 
ment to continually develop 
innovative technology and pro- 
duce products efficiently and 
affordably. 

And I'm proud of them. They 
represent the best in American 
industry. Their creative leadership 
has put us at the forefront of tech- 
nology. And their dedication is 


not only keeping us there, but 


helping us make the world a 
better, safer place. 


Hughes. Exploring new 
worlds through technology. 
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In the Black Country, you can find 
industrial skills which are so adroit, they 


push manual work into the realms of art 


Enamellers at Bilston 
meticulously hand paint and apply 


gold leaf onto copper boxes, to 


create Halcyon Days enamels 


Sold throuah the world's most 
J 


prestigious outlets, they're right 


y 


OT art 
| a new slant on the idea 


. And it represents jus 


The growing success of Black Country 
manufacturers is bringing job security and 
well-earned prosperity to the comm Unity 

And the conditions which help the 
to thrive are the same that could be usei 


to make your product —and your profit 


Black Country House, Rounds Green Road, Oldbury, West Midlands B69 2DG, England 
e your new Opportunities Brochure, detailing the art of succeeding in the Black Country 


Position 


Address «—— 











WASHINGTON, DC 
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bos representative, ps dd tha a 
-talks after the agreement, which w 


“tween, the two countries sector P se 


de Saline ei in town, kadehe 
Mrs Hills and his trade minister, “Mr J 





would lead to just such an agreement? 


Because, President Salinas told a group š 


of reporters on June 11th, he has come to 
believe that free trade with the United 
States is not just a symbol of the continued 
modernisation of Mexico, but a necessity. 


Like other countries on the periphery ofthe - 





: developed world— Turkey, for instance— 
Mexico has been able to raise only two 
heers for the democratisa ition of Ea 





IEN President Carlos Salina of E 


concentrate on measures to open trade be- 


stern 































fre pud agreement. 


| t rr £ The present i intention is that negotiations 
Serra, had opened talks that they. roped ` will: 





city of Ani in December. 7 yaa 
the negotiations go smoothly, Mexico will 
ask for an agreement some time next year, 
when a new Congress is assembled in 
Washington. 

Congress then has 60 jxislitive: days to 
give the administration authority to negoti 
ate a treaty. If the record of the free-trade 





agreement between the United States ai 


-another three years (Mr Salinas hopes lé 


- sus in his country in favour of such an a 
à consensus also exists in the United St 


- an agreement, among them that of Mr Bi 


“president that American companies we 
“support an agreement. ES 


. mittees on Capitol Hill. Mr Dan Rosten- 
-kowski, the chairman of the House: Ways 


not to rush; Mr Lloyd Bentsen, chairman of | 
the Senate Finance Committee and a 


north and south of the border (Mexican 


 ations difficult. It is this disparity which has 


can jobs to Mexico. 


optimistic. However much Mexico may 
have liberalised its economy, there rema 
ct ode omic possibil barriers to A 
- in Eastern Europ or West Buropean . some Mexican industries, such as financia 
b. - egepatiies, and dismayed by how little at- 
yo Stent er seemed rh to pay to thec eco- like to expand. And Mr Salinas made 
Ng d iac da KE Washington that. any agreer ^. 


. not touch those bits of the Mexcin- 


business of the state. Free-trade purists 
can artificially divert trade from i its: 
trade between the two countries? ^ 


duin of the Uruguay round rema 
first pori y, and that they beli 









Canada is a precedent, it might then. 








for a treaty to be ratified. 
Mr Salinas claims that there is a con 










ment. Even if true, that does not mean 













There are some powerful voices in favot 






who has cultivated Mr Salinas since 
were  presidenteelect. The B 
Roundtable, a collection of the chief exi 
tives of America's biggest companies, la 
a backstage role in convincing the Aexi 























Other business organisations, ‘such as 
the National Association of Manufacture 
have seemed more cautious, and their atti 
tude has been mirrored in influential com- 




















and Means Committee, is telling everyone - 












Texan, is broadly in favour of an agreement, - 
but points out that the difference in wages 






manufacturing wages are about an eighth of | 
those in the United States) will make negoti 




























led trade i unions to denounce the deal in ad- 
vance. The AFL-CIO has said that free trade 
would be a quick way of exporting Ameri- 





. Nor is everybody in the administration 





merican direct investment 


services, into which American firms wo 


omy, like oil, that are constitutionall 





in the Bush administration object tha 
bilateral agreement is bound to distra 
tention from the Uruguay round of ne 
tions on the GATT, and that bilateral 


cient patterns. 


Canadericexico | : 
How significant are the objections to: 


al that free trade would undercut: 
ible to quantify. Both Mr Serr 
Mak ills say dutifully that a successful 
































































trade agreement would be consistent with 
GATT rules (as the one with Canada was 
deemed to be). 

- As for trade diversion, since the United 
- States is overwhelmingly Mexico's biggest 
- trading partner, the scope for the diversion 
-of Mexican exports from other: market to 
the United States, or the replacement of 
Mexican imports from other. countries by 
imports from. America, are. both limited. 
- The question is whether barriers in the two 
- markets limit the quantity of trade between 
- them, and that is the question a free-trade 
"agreement would address. : 

^. The trickiest consequence is the one Mr 
Bentsen and the AFL-CIO have identified— 
the propensity of American firms to move to 
Mexico's low-wage economy. Mr Rudiger 
- Dornbusch, an economist at the Massachu- 
setts Institute of Technology, answers the 
point by saying that American manufactur- 
.ers are bound to seek low-labour-cost 
- sources somewhere. In principle, he argues, 
it is better that they seek it in Mexico than 
in South-East Asia. When Mexico grows, 
-;something like 15% of each additional dol- 
~ lar of income is spent on American goods 
and services, producing new export oppor- 
tunities for American firms. 

The objection from organised labour 
may best be met by concentrating on a free- 
trade agreement's impact on regional econo- 
mies. There is evidence, much of it admit- 
tedly anecdotal, that western New York 
‘state is already seeing benefits from the free- 
ade treaty with Canada. Property prices in 
uffalo are rising, and firms from outside 
he area are said to be opening new facilities 
here to take advantage of the easier condi- 
ions for exporting to Canada. 

A team at Baylor University, in Texas, is 
looking at the potential effect of free 
rade with Mexico on some of the most de- 
ressed regions of the south-west. Mr Sali- 
nas has said he believes that the growth of 
he Mexican economy caused by free trade 
yould mean fewer Mexicans migrating to 
he United States; this, toc, might be ex- 


Sa Rama e 





position from” 
unions. 

Quite apart from the effect 
that free trade with Mexico 
might have on the American 
economy, it is bound to alter 
Canada's assessment of the 
gains it expects from its own 
free-trade treaty with 
. United Strates. Mr Peter 
.- Morici, from the University of 
Maine, recently pointed out 


ports of manufactured goods 
like power generation and tele- 
communications equipment to 
the United States brings Mexi- 
can businesses into direct com- 


counterparts. That notwithstanding, Mr 
Brian Mulroney, the Canadian prime minis- 
ter, encouraged Mr Salinas to seek. a free- 
trade agreement when in-Mexico earlier this 
year, and is anxious to expand trade—now 
minuscule— between the United States’ two 
neighbours. On June !2th Mr Salinas dis- 
patched Mr Serra straight from Washington 


to Ottawa to “go about creating the condi- : 


tions for a subsequent formal dialogue." 
The much-vaunted North American 
Free Trade Area—for so long a phrase poli- 


ticians dropped into theirspeeches knowing — 


it was a non-starter—is suddenly looking at- 
tainable after all. 
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lying to Congress. He is arp 
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pected to blunt.some ofthe op : 


the labour — vA 


that the growth of Mexican ex- 


petition with their Canadian - 


Mr John Poindexter, a | retired rear-admiral and once President Reagan's na- 
tional security adviser, was the most senior of the Iran-contra figures to stand 
trial and is now the only one to have been sentenced to prison. He had nobody 
left to blame except Mr Reagan himself. That would not do. So, when the 
smoke cleared, Mr Poindexter was sentenced on June 11th to six months for 
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Vrong again - 


WASHINGTON, DC 





T IS always hard to. spot a pattern in 
American elections. That does not deter 
the pundits. But with half this year's prima- 
ries now over, the cheering pattern seems to 
be that the pontificators Rave more often 





~ been wrong than right. " 


The consensus at the start "af the year 
wàs that, with a popular president in the 
White House, the Republicans would do 
well in November, They looked strong in 





- the big three gubernatorial. elections in Cali- 
fornia, Florida and Texas; had a fair chance 
ofpicking up two or three Senate seats from 


the Democrats; and might even make gains 
in the House of Representatives. Admit- 
tedly abortion could upset them, but against 
that the Democtats looked set to destroy 
themselves as usual in acrimonious fight: 
their party nominations. 

How different it looks six cns later. 
In California, Florida and Texas, Mrs 


- Dianne Feinstein, Mr Lawton Chiles (whose 
^ primary is still to come) and Mrs Ann Rich- 





pectively will be tough opponents 


for their Republican counterparts, Senator 





hilson, Governor Bob Martinez and 
Mr Clayton Williams. These races matter to 
the Republicans because the three states be- 
tween them could gain 15 congressional 
seats after the 1990 census; and since the 
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Our 1989 balance: 
4 250,000 of travelling kilometres 





Financial and personal dedication enabled us to rise above 
both economic obstacles and geographic borders in 1989, 

The effort was worth it: foreign trade business was decisive 
in the dynamic worldwide development of BHF-BANK in 1989 and 
made an important contribution to the | = 
rise in our business volume of almost |  "ysiness volume and 
17%, to DM 28 billion. DM billion 

Our international activities in 

* the investment and commercial bank- 
ing business have further increased; 
around 50% of our credit volume is 
now allocated to foreign clients. | 

We also..set- course: for thes |^ o: ise” t967 gag T09 
East, with holdings in two’ newly- — — —— " as pce. 
formed banks, the Prager Handelsbank AG and the Deutsch-Ungari- 
sche Bank AG. 

With personal service and customized problem solutions 
we intend to head for the next four million kilometres - in the style of 
a merchant banker which BHF-BANK has cultivated for more than 
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100 years. 
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= B H F-BA N K 
ki 
Merchant Bankers 
by Tradition 
Head office: Bockenheimer Landstrasse 10, D-6000 Frankfurt am Main | Tet. (069) 718-0. Fax 69 18.22 96. Telex 411 026 (generali 
Branches and subs idi Aries in nas lefdem. St Heller / Jersey. London. Luxembourg. New York Singapore Tokvo and Zurich 















et E "With over 1300 entries, this is the E: 
| largest print listof Eastern European E a 
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A Corputer-intëgrated manufacturing: 
| The social dimension, 
| by Karl Ebel. 


This very clear, topical study: reviews the technical, 

| socio-economic, managerial and organisational, 

-and human aspects of computer- integrated 

| manufacturing (CIM). It argues that the price of 
transition will depend upon the knowledge and | 

| ations of a highly skilled workforce, and 

“$ that the approach most likely to succeed is one — 
$ that takes 1 ull account of the human factor, => 


ISBNS22-1072762 £7.70; US$12.25; s. »| | Orc. 
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avoiding pitfalls ¢ on the way. hé result 
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| Park Lane Hotel. | 
: Piccadilly, London WI ? 
19.21 June | 
liam to 8pm 
(last day, 6pm) 














| for information _ 
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state legislatures s wi 
Republican governors can stop. creative 
boundary drawing. 
un As for the Senate, the Republicans may 
-yet beat sitting Democrats in Rhode Island, 
Illinois and Michigan. But: their 
| . candidates—respectively Mrs Claudine 
_ Schneider, Mrs Lynn: Martin and Mr Bill 
c Set uette—are trailing i in the polls; Republi- 
>o can senators in» Kentucky 
: McConnell) and. North Carolina’ (Jesse 
Helms) are looking a little more vulnerable 
- than before. One unexpected consolation 
> for Republicans: Mr Daniel Akaka, the 
' Democrat nominated to replace the: late 
— Spark Matsunaga'as senator from Hawaii, 
. faces a close racé against Republican Repre- 
sentative Patricia Saiki. | 







Nor have abortion and Democratic i i K 


fighting had. iod the effect the experts. 






ad it is more like a wom- 
. en's issue: one. : nefits Republican as 

| much. as Democratic female candidates. As 
_ for the famed divisiveness among Demo- 
_crats, both Mrs Feinstein and Mrs Richards 


' now seem stronger, not weaker, for having 
come through tough primaries. So does Mr . 


Harvey Gantt, the black ex-mayor of Char- 
lotte who is challenging Mr Helms (and who 
won his primary race 57-43%, not 53-47% 
as we reported last week). 


In an irredeemably Detsocratic state 


such as Massachusetts, the infighting is the 


real election, and Mr John Silber, who: l 


squeaked through the party convention, 


seems quite likely to win. The most acrimo- - 


nious primary was between two former 
` Democrats, Mr Tommy Robinson and Mr 
— Sheffield Nelson, for the Republican guber- 
natorial nomination in. Arkansas. Mr Nel- 
son won, but in this case the infighting may 
help his opponent Governor Bill Clinton. 

: Theexperts got some themes right. One 


is the emergence of strong female and black . 
candidates. By November the number. of. 


women senators may have risen from two to 
: as high as five or six, and Mr Gantt could be 
"he only black senator. Two of the three big- 
. gest states could have female governors, Mr 
Ande Young may become the first black 
- governor of Georgia. This week the Demo- 
rats nominated a black candidate, Mr Theo 


Mitchell, for governor of South Carolina; | 


and the Republicans chose a black candi- 
. , date, Mr Kenneth Harris, over an avowed 
~ white racist for the. lieutenant-governorship 
of Arkansas. E NN : 
The experts were do correct about two 
— depressing points: ' Maler abd money. 
o Turnout. has | been. v — almost 
( rywhere--in California' $ m it fell 
2 to 2796— rompting unhappy comparisons 
| with voters’ enthusiasm in Eastern Europe. 








i certainly has too-many ballot initiatives. 
* Money matters more than ever. Rich 
candidates, notably Mr Williams in Texas 


| stay Democratic, sae 


 Rinftet,. 
(Mitch © 


) rtion is not necessarily a Dem- - 


_ Perhaps America has too many elections; it 


ud Mis Tanek in California have won 
with their own cash. Those who favour Mr 
Wilson in California and Mr Helms in 
North Carolina point goggle-eyed at their 
campaign chests of $12m apiece. In New 
York the Republicans are backing a weak 
and inexperienced candidate, Mr Pierre 





: Texan education 





obin Hood 








- CURIOUS, lacuna in the American 
constitution is that it says nothing 
lucation. Hence, despite the ineq- 








uity in the amount of money that one public 
(state) school has compared with another, 
the United States Supreme Court ruled in. 
1973 that education was not a fundamental 
right n that it could do noming to correct 


| ‘Schoolyard perestroika 


WASHINGTON, DC 


LAMING huele for all con- 


| ceivable problems comes instinc- - 
tively to a conservative. But it is not a - 


. view one expects from the Brookings In- 


stitution, that home for Democrats-in-: 
. exile. Yet a new Brookings book. ("Poli- : 


tics, Markets and America’s Schools” by 


John Chubb and Terry Moe) states — 


firmly that the blame for schools' poor 
performance lies not with the ahoi 
| aga but with those who govern 
them 


Years of research covering no fewer than 


.. 500 schools, it is not easy for school bu- 
reaucrats to dismiss. It implies that most 
of the favoured theories about educa- 


tional reform— more cash, tougher ex- 
ams, more homéwork, better pay for 
teachers, school choice—may not work. 


The book points out that there is no cor- 


. relation between any of these and school 
„success. And though the authors praise 


some experiments, especially the choice 


system run by New York's East Harlem. 
district, they gloomily conclude that “the 
. tefotms attempted thus far are destined 
'to fail" without changes in the vay 
. Schools are run. 
The authors propose to increase 
. choice by freeing the supply side of edu- 
- cation. They suggest scrapping the demo- 
cratic apparatus. that controls public 
(state) schools: school boards, school dis- 
tricts. and state bureaucracies, Instead 
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-as far as New Jer 


against “Democratic Governor _ reled ¢ on a fans ) 


Mario Cuomo solely because he promises to: 
| sd +m, 000 0.0f his own money. | 
2 enough r money from the state of Ne 

d crease their spending, the state mi 

 Crease the aid it gives to poor districts 


‘may not, however, be the.last. wor 


Court ruled unanimously : thi 


» public schools should become autono- 
'mous institutions, 


public "scholarship" (the authors care- 


Because this conclusion is Pass on ` 
- cash and.to runa “choice office”. 


these conclusions. Politicians and vot 


 ceiving ta 


would be needed to prevent schools 


- balanced one. The middle classes ali 


tween schools. 




























































more equitable bel si 


T Poor school distric | cts i are to t 


to ehable them to match the spenc 
pupil of rich districts: if rich distri 





An order from a state Suprem 
issue. Last October the Texas” | 


system for. financing its schoo 
stitutional because it discrimina 
poor districts unable to raise: far pr 


licensed and ap 
proved like private schools. | 
. They should compete for pupils, each 
of whom would be financed through a 


fully avoid the right-wing word "vouch- 
er"). Scholarships might be bigger for 
children who were poor or at-risk, thus 
encouraging schools to take them. But 
the schools would no longer be direct 
accountable to boards or districts, who 
function would be ‘simply to provide th 


Some objections have been raisec 


might not like unaccountable schools 
xpayers' money. Special 





being racially segregated. Choice 
school autonomy might be fine fo 
middle classes, but the poor could 
out. Blaming bad results on bureauc 
control diverts attention from th 
to toughen the curriculum.. 

There are answers to most o 
fears. Voters probably care mor 
results than democratic control- 
blacks prefer a good school to a rat 


have choice, between private and pui 
education; it is the poor who are den 
it. And changes in the curriculum \ 
presumably, follow from. competitio 
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Wake me up when you've sorted it out 


cial sessions to bring Texas into compliance 
with the court order. 
During these sessions, conservative Re- 
publicans claimed that lack of money was 
- mot the cause of Texas's educational woes. 
- Representative Eddie Cavazos, chairman of 
the House Hispanic caucus, replied: "To 
- those who have the money, those that have 
the computers, those that have the best-paid 
teachers, the brand new buildings... the 
Astroturf football stadiums and the state 
football championships, money is not 
important." 
The possibility arose that a court-ap- 
— pointed referee would be given authority to 
redistribute money between school districts. 
- This official, Mr William Kilgarlin, a liberal 
_ ex-justice of the Texas Supreme Court, had 
- a Robin Hood plan—taking from the better- 
off and giving to the poor—which would 
have cost cities such as Houston and Dallas 
as much as $69m-99m, and produced enor- 
mous increases in local property taxes. State 
courts, unlike federal courts, have no power 
to order the legislature to raise taxes. 
- . Leaked reports of this plan caused an 
- explosion of feeling. Mr Clements, who had 
repeatedly rejected all proposals to raise 
taxes, relerited and agreed to increase the 
state’s sales tax from 6% to 6.25%. There is 
also to be an increase in taxes on cigarettes 
and spirits, some higher state fees and small 
spending cuts. The legislature signed this 
compromise agreement, which will raise 
$528m in the coming year, last week. 
-  ]tis by no means a final settlement. A 
- State district court must approve it. The ad- 
ditional revenues will do nothing to help 
“most urban school districts which are not 
quite poor enough, though already in seri- 
ous need of additional money. All they will 
is raise the poorest districts nearer to the 
- prevailing mediocre levels. The limits to the 
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current compromise were explained by a 
leader of the reform effort, Lieut-Governor 
William Hobby: “The aim is not to make 
each district equal—wealthier districts can 
spend more on their schools if they wish— 
but that children in poor districts should 
have a fighting chance." 

Except for their athletic programmes, 
Texan public schools have little to be proud 
of. By most national standards—spending 
per student, test scores, drop-out rates, stu- 
dent-teacher ratios, illiteracy—Texas ranks 
below the national average. The protracted 
dispute could land back in the courts— 
which could yet decide to impose Mr 
Kilgarlin's unpopular Robin Hood plan. 





The flag 


Flammable again 


WASHINGTON, DC 


O NOBODY'S surprise, the Supreme 

Court on June 11th decided that Con- 
gress's attempt to craft a statute prohibiting 
flag-burning had failed. By five votes to four 
the court reaffirmed its decision of a year 
ago that such statutes violate the first 
amendment's protection of free speech. The 
composition of the majority and minority 
was exactly as a year ago. 

The congressional leadership has now 
promised an early vote on a constitutional 
amendment to protect the flag, which is 
what President Bush says he wants. So 
speechwriters will be spending the next few 
weeks looking for pithy quotes on the issue. 
We thought we would save them the bother. 

The clearest statement of the case 
against protecting the flag comes from Jus- 
tice William Brennan, speaking for the ma- 


jority this week: "Punishing desecration of 
the flag dilutes the very freedom that makes 
this emblem so revered, and worth rever- 
ing". (Compare Adlai Stevenson: “To strike 
freedom of the mind with the fist of patrio- 
tism is an old and ugly subtlety.") 

For the minority, Justice John Paul Ste- 
vens said "the flag uniquely symbolises the 
ideas of liberty, equality and tolerance. . .the 
government may—indeed should— protect 
the symbolic value of the flag". He contin- 
ued, however, in words that those against an 
amendment might like to use, “the integrity 
of the symbol has been compromised by 
those leaders who seem to advocate compul- 
sory worship of . . . or who seem to manipu- 
late the symbol . . . into a pretext for parti- 
san disputes for meaner ends." 

Similarly, those who think there is a 
dark motive behind the amendment will re- 
member President Reagan saying “We made 
the Republican party into the party of the 
family, the neighbourhood, and, yes, the 
flag." Republicans, they might argue, have 
always thought like that; it was Teddy Roo- 
sevelt who said "There can be no 50-50 
Americanism in this country. There is room 
here for only 10096 Americanism" (but he 
also enjoined his fellows not to "spread their 
patriotism too thin"). 

People can change their attitude to the 
flag. Mr Abbie Hoffman, the 1960s radical, 
often asked his followers to do the anatomi- 
cally impossible with it, and pointed out 
that "Companies are busy making flag 
chairs, flag hats, flag ashtrays...there is 
even talk of a flag diaphragm." However, Mr 
Tom Hayden, once his comrade-in-arms, 
said last year that "with flag burning, you go 
into the realm of the emotion of hatred, and 
that could lead to violence.” 

Few congressmen, we imagine, will en- 
dorse Mark Twain, who thought Old Glory 
"the gaudiest flag the world has ever seen.” 
But some might agree with our view, and 
that of Lord. Byron, that undue reverence. 
for the flag, membership of the National Ri: 
fle Association, rotten boroughs and a pro- 
tectionist farm policy go hand in hand: “For 
what were all these country patriots born", 
asked Byron, and answered: “To hunt, and 
vote, and raise the price of corn.” 
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Striking out 


NEW YORK 


664° NEORGE must go” is the chant of 

the crowd whenever the Yankees 

play at their home park in the Bronx. 

| When Mr George Steinbrenner, the 

| owner of the most famous team in base- 

| ball, hears the chant, he behaves like the 

| scolded man who kicks his dog. He sacks 

the team’s manager. 

The latest manager he has told to 

| clean out his locker is Mr Bucky Dent, a 

former short-stop for the Yankees who 

was hired to manage the team last Au- 

gust. In January Mr Steinbrenner said: 

| “Bucky is going to be my manager all 
| year... I’m very strong on loyalties.” 

This is the 18th change of manager 





Endangered species 


Poachbusters 


CHARLOTTESVILLE, VIRGINIA 


world's poaching industry generates 
$1.5 billion a year. Poachers and dealers 
in illegal skins or tusks often get away with 
their crime because prosecutors have diff- 
y linking crook to animal. Law-enforce- 
ment officials fail to identify 80% of the evi- 
dence that comes before them: they may 
recognize a purse as being made of crocodile 
skin, but they cannot tell what type of croco- 
dile it is and, thus, whether it is protected. 
This may now change, thanks to the 
United States Fish and Wildlife Service. In 
Ashland, Oregon, the agency has opened 
the first “crime lab” to investigate the trade 
in wildlife. For years conservation groups 
have complained that wildlife forensic ex- 
perts are overworked and underfunded. The 
need grew in 1981 when Congress amended 
America’s anti-poaching law to include pro- 
tected animals killed in other countries. 
The $4.5m laboratory has three groups 
of clients: federal agencies such as the Cus- 
toms Service and the Fish and Wildlife Ser- 
vice; the 50 state fish and game agencies; 
and the 105 countries that are members of 
the Convention on International Trade in 
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| 
since Mr Steinbrenner bought the team | 
in 1973. His name has now been brack- | 
eted with the late Walter O'Malley, who | 
absconded with Brooklyn’s beloved 
Dodgers to Los Angeles 33 years ago. 
This is a terrible insult. It is said that 
when two Dodger fans were asked to list 
the worst human beings in the twentieth 
century they each wrote the same three 
names: "Hitler. Stalin. O'Malley." 

Supporters of the Yankees were ready 
to tolerate Mr Steinbrenner's bad man- 
ners and bullying ways so long as the | 
team was successful. Their mood has | 
turned ugly with the team's perfor- | 
mance. The Yankees have the worst 
record in major-league baseball so far | 
this season. According to Mr Jerry 
lzenberg of the New York Post, they 
couldn't beat the Charlie Brown All 
Stars. 

Mr Carl (Stump) Merrill, their new 
manager, will find it hard quickly to im- 
prove matters. The team is demoralised 
and too many of the players mediocre. 
So the chants of “George must go” will 
get louder. Stump's well-wishers in New . | 
York are advising him to rent, not buy, 
his accommodation in the city. 
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Endangered Species. The laboratory uses fo- 
rensic methods to link the blood, tissue, 
bone, fur or claws of a protected species to 
such things as leather purses, | processed 
meat and fur or leather coats. Móre than 
half the cases involve ivory. The process is 
much like a police forensic laboratory: 
matching suspect, victim and crime scene. 
The laboratory has to determine what 
sort of animal lost its skin or tusk. This can 
be tricky if all there is to work with is a 


Tanning away the DNA 


__ AMERICAN SURVEY 


leather watch band or ground-up rhino 
horn. One way is DNA analysis, a technique 
still in its infancy. Forensic scientists have so 
far been able to determine an animal's sex 
(only in mammals) and species from its ge- 
netic material. But they can do this only if 
the sample contains remnants of untreated 
blood or tissue: the acid used in tanning de- 
stroys the evidence. 

The ambitious goal is a genetic map of 
individual animals. This would allow offi- 
cials to seize a bearskin in a warehouse in 
Miami and match it with a kill in Yellow- 
stone. But to identify a Yellowstone grizzly 
bear, a scientist needs to know what the like- 
lihood is of two randomly selected grizzly 
bears having the same DNA sequence. For 
that he needs to have examined the DNA se- 
quence in bears from, say, Yellowstone, Ko- 
diak Island and the Yukon. 

Using this evidence forensic scientists 
can develop a statistical model on the prob- 
ability of the bear's origin. Mr Steve Fain, 
the chief DNA specialist at the laboratory, 
hopes that by the autumn enough work will 
have been done on bears, sheep and deer to 
trace genetic characteristics down to an indi- 
vidual animal. 

All this requires a huge collection of ma- 
terial: 3,000 blood and tissue samples are 
kept at -80°C to match against other evi- 
dence. Another warehouse is stacked with 
50,000 trinkets of leather,tortoiseshell and 
ivory, The 22 members of staff include ten 
forensic scientists and a cryptologist who 
cracks poachers' computer codes. 

The laboratory, which does not charge 


for its services, has already helped with a 


number of convictions—but its director, Mr 


Ken Goddard, will not say how many. It has 


"another, unplanned, benefit. lt is a reposi- 


tory for golden- and bald-eagle feathers. 
American Indians who need feathers for re- 
ligious rituals but are not allowed to kill the 
birds may request feathers or a carcass. At 
least 1,000 Indians are on the waiting list. 
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WEEN the political history of the late twentieth century 
. VY V comes to be written, liquid diets will deserve a footnote. 
. American males can now shrink before one's very eyes; Mr Mar- 
lin Fitzwater, the once-stout presidential press secretary, is now 
. lean and nattily dressed. As for Mr Tom Foley, the Speaker of 
the House of Representatives, he can now comfortably wear old 
suits that for years kept the mothballs company. | 
__ Was there, perhaps, a political motive to Mr Foley's diet? 
The old Foley looked a bit too jowly, almost Irish (which, by 


he was cut from the same cloth — 
as Mr Tip O'Neill, the quintes- 
sential backroom pol who was 
Speaker until 1987. In fact, 
-when Mr Foley became Speaker 
‘a year ago, he seemed to repre- 
sent a break with that kind of 
.. Democrat, every bit as much as 
|. with the partisan Speakership of 
Mr Jim Wright, whose forced 
-=> resignation from the House pro- 
pelled Mr Foley into the top job. 
|. Gentle, cerebral, honest and 
| .consensual, Mr Foley became 
| Speaker as one of Washington's 
. mostadmired men. .— — 
P Perhaps because Mr Foley 
| came to his office with such high 
. expectations, some have been 
| disappointed with his perfor. 
.. mance. There is a hum of frus- 
tration from Democrats on Cap- 
itol Hill, demoralised by the 
extraordinary popularity of 
President George Bush, both- 
_ered that their own party has =s 
been unable to say what it -MSM 
stands for. E. | MM cv 
Mr Foley himself puts the discontent into perspective. It 
would be a serious matter, he says, if Democratic incumbents 
. went in fear of losing their seats in this November's elections; 
-> but hardly any do so. And those close to Mr Foley point out that 
Mr Bush has shamelessly stolen Democratic clothes (to be the 


hat-makes-you-feel-good president). 


Mr Foley.says that since Mr Bush has moved to the centre 
ground of politics, the Democrats can distinguish themselves 




























PERIANA 


Democrats in search ofa rudder | 


extraction, he indeed is). From appearances alone, it would have . 
been possible for those who did not know the man to think that _ 





environment president, the education president, the anything 


from him only by moving left. That might do wonders for the - 
morale of some of his congressmen, but would do little in the 





little sense to kick a man when he is up. — — 

The best criticism of Mr Foley is not that he has failed to 
tackle Mr Bush in a partisan way—as many Democrats were 
bothered by his predecessors' aggressiveness as are now worried 
about Mr Foley's consensus-building. Mr Foley's failure, such as 
it is, has been in defining an agenda that is identifiably Demo- 
cratic. He has failed to follow up good ideas, In an excellent reply 


to the State of the Union speech this year, he seemed deter- 


mined to make education a central plank of the Democratic plat- 
form; little has been heard of it since. He says that health care ís a 
“maturing” issue, but has been ultra-cautious in nailing the 
| Democrats' flag to the mast of 

reforming health-care finance. 
The easy defence of the 
Speaker is that it is not for him 
alone to say what it is that makes 
a Democrat. If only the party 
had a presidential candidate, 
runs the argument, it would 
have a ready-made identity and 

set of beliefs. 

This is pretty much non- 
sense. With the possible excep- 
tion of 1980-84, when Mr Wal- 
ter Mondale was the heir- 
apparent -after Mr Jimmy 
Carter's defeat, the Democrats 
have not for a long time had one 
clearly defined presidential can- 
didate before the spring of an 
election year. They have had 
candidates, plural, whose differ- 
ent visions of America have 
given the party the opposite of a 
fixed identity. The congres- 
sional Democratic leadership 
cannot use the lack of presiden- 
tial candidates for 1992 as an ex- 
cuse for failing to set out a Dem- 


ocratic platform. In the absence of those candidates, the 


responsibility is theirs. — — 9 
Will Mr Foley shouider it? Perhaps his main weakness is that 
though his language is punchy in private, he has no appetite for 
tub-thumping rhetoric. However, later this month the Demo- 
crats will unveil a package of legislation directed at America's 


competitiveness, designed to challenge the Republican belief 


that tax cuts and Adam Smith are all that are required for eco- 
nomic success. Like many other Democrats, Mr Foley now un- 
ashamedly speaks of “our people": the middle Americans, un- 
touched by the glitter of the 1980s, for whom health care and 
education costs are rising, whose children's standard of living 


| Will be no better than that of their parents. This identifies the 


Democrats with a platform of populism of the kind Mr Richard 


| Gephardt; now Mr Foley's deputy, made his own in 1988. 


. If such a platform were to be both crafted, and marketed, 
some of the Democrats' gloom might lift. One Democratic mem- 
ber of the House says that the first year of Mr Foley's Speaker- 


| ship was bound to be spent in healing wounds, in being ready to 


do business with the president. But that phase, he says, is now 
over. In a second phase, Mr Foley must do more. The Speaker 
calls this observation "insightful", When asked whether he 
agrees with it, he smiles his gentle smile. TTE 
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Since the day of its opening last year, 


The Palace Hotel has. been constantly 


acknowledged as the best in Beijing. So for rants, state-of-the-art sports and recreations, now | 
The Peninsula Group it 
seems the perfect place - 


A truly great hotel, — 
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80,000 people around the 
world. 

Annual sales of $9 billion. 
GEC ALSTHOM is a world 
leader in energy and 


transportation. 


GEC ALSTHOM is constantly 


harnessing nature's power to 
achieve breakthroughs that 
push back technological 
barriers: 

the TGV holds the world rail 
speed record, the most 
powerful steam turbine, the 
largest gas turbine, the 
world’s most extensive 
nuclear power program, the 
highest electric voltages 
harnessed, the world's 
largest cruise ship, the 
Sovereign of the Seas. 
Shortening distances, 
harnessing energy, bringing 
continents closer. 

GEC ALSTHON's fields of 
activity include: Power 
generation, transmission and 
distribution. Transport and 
shipbuilding. Fluid control. 
Robotics and new materials. 
With technological 
achievements second to 
none and respect for the 
environment a prime 
consideration, 

GEC ALSTHOM wants to 
make an even greater 
contribution to satisfying two 
fundamental human needs: 


energy and transport. 





No ONE KNOWS 
HOW LONG 
THE WORLD'S 
BEEN 


GOING ROUND. 






i.d BUT EVERYONE 
KNOWS 
Wuo HELPS IT 
MOVE 


FORWARD. 
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"KLM creates memorable meals 
for Royal Class guests: 


“Good taste travels well!” 


E Always special, KLM Royal Class meals are 
. now memorable. Because we're always 
improving to keep pace with your higher 
level of expectations. 
New: specialties each month feature a 
EM E" 3 iety of sumptuous main courses. Like fresh 
s, fish, game and fowl accompanied by carefully 
ed | wines. And dessert wines to savor after dinner. 


ll ser ed on a table set with crisp linen and delicate china. 


p t if yes € to iif to sleep early, we can now serve 
Agno Aoun iral s i 
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Still more news includes monitors for more 
viewing pleasure on most of our B747s, plus ITN News to 
keep you informed as you cross continents. 

When you transfer at Schiphol to KLM European 
Business Class, new wider seats ensure your comfort. 

In fact, you can expect a lot of good news from KLM 
as we continue to meet your expectations. 

Test us, try us, fly us. 


1 W 
aM 


Royal Dutc 
M Dy PAAR 





qatyvemcan emm -;w 
x^ J E s 4 





|J UN a ae aE 
: | 
^ : ^ 


yee » =r 7o 
Y enr ek ME h, 
u 

* 


INTERNATIONAL 


oupper, ambush, kidnapping 
—and the saving of Canada . 


FROM OUR CANADA CORRESPONDENT 


E INVITED them for supper on June 

3rd and kept them for a week. But af- 

ter six days of hard negotiation behind 
closed doors Mr Brian Mulroney, Canada's 
prime minister, could at least claim that he 
had talked all of his ten provincial premiers 
into a compromise that will hold the confed- 
eration together. At supper on Sunday 
three of the ten were still reluctant to ratify 
the constitutional changes proposed at 
Meech Lake in 1987. By week’s end the only 
~ serious hold-out was Mr Clyde Wells of 
Newfoundland, and even he had agreed to 
submit the compromise to a free vote in 
Newfoundland's parliament. 
Newfoundland matters because, al- 


though it contains only 2m of Canada's 
26m people (see below), ratification by every 
province, plus the federal government, is 
needed before the changes agreed to at 
Meech Lake can take effect. And the Meech 
accord matters because without it the 
French-speaking province of Quebec will 


















OTTAWA 


not join the constitution the rest of Canada 
brought home from Westminster in 1982. 
The deadline for ratifying the accord falls on 
June 23rd, the day before St Jean Baptiste 
Day, the national day of Quebec. If they are 
denied Meech, with its recognition of Que- 
bec as a "distinct society", many more Que- 
beckers will feel snubbed and demand inde- 
pendence from Canada. 

Such, at any rate, was the impression 
Mr Mulroney strove to convey during the 


week of bargaining. Several commentators 


likened it all to a hostage-taking. Certainly 
there were elements of that: desperate and 
improvised measures taken secretively, tight 
confinement, and frequent repetition of a 
deadline with warnings of dire conse- 
quences. Some columnists sensed the work- 
ings of the "Stockholm syndrome" in which 
the victims eventually come to sympathise 
with their kidnappers. 

Mr Mulroney clearly felt a need for des- 
perate measures. He had thought, back in 
1987, that the Meech accord had brought 
his native Quebec into the 1982 constitu- 
tion and healed wounds from the years 
when Mr Pierre Trudeau fought with the 
separatist Parti Québecois. The Quebec 
government of Mr Robert Bourassa ratified 
the accord before public hearings had taken 
place in other provinces, and Mr Bourassa 
refused to contemplate any changes. But the 
new premiers of Manitoba and New Bruns- 
wick, who came to power months later, 
wanted the accord altered to give as- 
surances on issues such as women’s 
rights, the rights of Canada’s native 
peoples and the status of the north- 
ern territories which the accord had 
at best ignored or even threatened. 

Last year Mr Clyde Wells won 
Newfoundland for the Liberals and 
added his concern that the 1982 char- 
ter of rights might be overridden in 
Quebec by invocation of the “distinct 
society” clause. For six months Mr 
Mulroney brushed off this latest nui- 
sance (after all, Newfoundland had 
ratified the accord under its Conser- 
vative premier) until Mr Wells had 
his legislature rescind its approval. 
When Mr Bourassa, beset by a rising 
wave of separatism, refused to agree 
to a "companion" accord modifying 
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Mulroney, Bourassa, sons of Quebec 


Meech Lake, and with Meech itself within a 
month of expiring, Mr Mulroney sprang his — 
suppertime ambush. Failure, he knew, 3 
would leave him Meechless with rage. | 
Supper was in the splendid new Mu- - | 
seum of Civilisation on the Quebec shore of — 
the Ottawa river, from where the premiers ` 
could gaze across at the Parliament build- l 
ings: But, from Monday morning, they were — 
entombed in an upper room of the old rab i | 
way station, converted to a conference cen- 
tre. Since the accord, as an amendment tc 
the 1982 constitution, has to be ratified by 
all 11 governments, it was soon clear that 
ithe first premier. to’ walk out would be 
blamed for splitting Canada apart: M 
Bourassa came close to it on Th 
when he announced publicly that he w 
absent himself from any further disisit 
about the “distinct society". But when ina - 
mood of extreme frustration Manitoba's Mr — 
Gary Filmon and Mr Wells started to walk — 
out on Friday, they were blocked by another — 
premier, once a star football player, who — 
spreadeagled himself across the door. TH 
On Saturday evening, after more 
10 hours of sequestration, the premiers 
Mr Mulroney at last trooped downstairs o 
sign a new agreement and to congre » 
each other, lengthily on television, on s 
ing Canada. Mr Bourassa was satisfied i 4 
the Meech Lake accord was intact, khoan 
the Parti Québecois at oncé accused him of 
agreeing to “camouflaged amendments". E. 
Mr Filmon, and the two Manitoban op 
position leaders who had escorted him, were 
placated by several carrots promised for a fu- 
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ture round, including work on a "Canada 
clause" (to be put somewhere in the con- 
stitution) that would set the “distinct soci- 
ety’ and the English-French duality pro- 
claimed in Meech Lake into a broader 
context of Canada's aboriginal past and 
multicultural future. However, Manitoba's 
Cree Indians are unhappy and are trying to 
block ratification in their provincial 
legislature. 

As for Mr Wells, he confessed he had 
felt himself to have been in a whirlpool" all 
week and under such pressure that he did 
not trust his own judgment against the oth- 
ers. He signed the agreement, implored his 
friends in Quebec to “put Canada first”, 
and then announced that Newfoundland 
would make a final decision only after 
sounding out the voters and having a free 
vote in its 52-member legislature. 

In effect, the principal hostage is having 
the last word, for Mr Mulronev (and Can- 
ada) will probably have to wait until the final 


Israel 


hour on June 22nd for the vote, and the 
prime minister will be travelling to New- 
foundland to campaign on it. There is little 
doubt it will pass, if only because the prov- 
ince relies on Ottawa for half its revenue 
and the federal government has held back 
from signing a deal on the Hibernia offshore 
oilfield until the accord is settled. 

With Meech Lake in the bag, the pre- 
miers will hardly have time to draw breath 
before plunging into a new round of talks on 
reforming the Senate, whose 104 appointed 
members are mostly retired political 
clubmen. It has served as a target for car- 
toonists, but the smaller provinces now view 
its reform as an avenue to political equality 
with Ontario and Quebec, the favoured 
twins of central Canada. Last week’s agree- 
ment promises an elected Senate, and a re- 
distribution of at least ten seats. But while 
Mr David Peterson of Ontario threw six 
seats into the pot, thereby helping to save 
the accord, Mr Bourassa yielded none. 
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_The hawks gather, Labourless 


FROM OUR ISRAEL CORRESPONDENT 


ELDOM can a newly formed democratic 
government have been greeted with 
a chorus of opprobrium and pessi- 
mism. The government which the leader of 
the Likud party, Mr Yitzhak Shamir, pre- 
sented to the Israeli parliament on June | Ith 
is the most hawkish in the country’s history. 
Some Israelis have already described it as a 
recipe for disaster. The Arabs predictably 
loathe it. 

Apart from its Likud core, che new co- 
alition leans on the support of both religious 
and extremist secular parties, and on indi- 
vidual members of parliament who are 
merely opportunists. With 62 votes in its fa- 
vour in the 120-seat Knesset, it will have to 
live with a tiny majority at a time when any 
Israeli government could expect serious 
trouble from many quarters. This one may 
not last long. 

Mr Shamir seems relieved rather than 
proud. After weeks of negotiations with his 
potential coalition partners, he was pushed 
in spite of himself into creating the first 
"narrow" government since 1984, when the 
deadlock at the heart of Israel's political sys- 
- tem created the first of the Labour-Likud 
- grand coalitions. Mr Shamir would have 
— preferred another partnership with Labour, 

b people at both ends of the political spec- 
- trum forced him to go it alone. 

On the right stood the pugnacious Mr 
Ariel Sharon and other Likud hawks who 
had always opposed the idea of working 
alongside Labour. Mr Sharon, who resigned 
in a blaze of publicity in February, was de- 
lighted when the grand coalition collapsed 
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JERUSALEM 


in mid-March because of disagreements 
over the American plan for peace talks with 
the Palestinians. He now steps back into the 
cabinet as housing minister. 

On the left, statements by Labour min- 
isters implying that they supported contacts 
with Mr Yasser Arafat’s Palestine Liberation 
Organisation made another grand coalition 
impossible. Israel’s new prime minister in- 
sists that he wants peace: his policy is based 
on the 1978 Camp David accords and his 
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Shamir listens in to noises off 





proposal of May 1989 for elections in the oc- 
cupied West Bank and Gaza Strip. But he 
steadfastly refuses to deal with the PLO, or to 
contemplate anything more than limited 
"autonomy" for the 1.7m Palestinians living 
under Israeli occupation. 

His cautious choice for defence minister 
is Mr Moshe Arens, the former foreign min- 
ister, whose main challenge will be to deal 
with the intifada, the Palestinian uprising 
that is still rumbling on, with occasional 
eruptions of more than routine violence, af- 
ter 30 months. Mr Arens has been given this 
delicate job in order to keep Mr Sharon out 
of it; but Mr Sharon seems likely to cause 
enough trouble as minister of housing, with 
special responsibility for the absorption of 
the scores of thousands of Soviet Jews now 
making their way to Israel. With his passion 
for settlement in the West Bank, it is not 
hard to guess where he would like many of 
the newcomers to make their homes. 

In the foreign ministry Mr David Levy is 
something of an unknown quantity. As the 
most senior Sephardic (oriental) Jew in Is- 
raeli politics, the Moroccan-born Mr Levy 
appears to be as hawkish as his Likud col- 
leagues on the great questions of peace and 
territory. But his policies will be decided in 
large part by the coming duel with Mr 
Sharon to inherit the party leadership. 

Collectively they are a stern band, al- 
though Mr Shamir seems sufficiently aware 
of the new government’s unpopularity 
abroad to try to tread softly at the begin- 
ning. On June 12th, in its first big decision, 
the government told the United Nations 
that it would welcome an emissary of the sec- 
retary-general to take a look at the occupied 
territories. It was a surprisingly conciliatory 
move, given Israel’s history of opposition to 
any UN role in the territories it controls. 
America’s short-lived hint of support for the 
idea of sending in UN observers last month 
was one of the strongest signals it has yet 
sent about its mounting impatience with Is- 
rael and the dangerous deadlock in th 
peace process. 

Accepting a UN emissary is, perhaps, a 
gesture Israel can afford. The new govern- 
ment is starting life with a stroke of luck. 
The bungled raid by a PLO group on Israel’s 
coast on May 30th has made the Americans 
consider halting their dialogue with Mr 
Arafat, which started in 1988 on the under- 
standing that the PLO had given up terror- 
ism. The American secretary of state, Mr 
James Baker, said on June 12th that a final 
decision had yet to be made. 

However it goes, this episode may not 
provide Mr Shamir with more than a tem- 
porary respite. On June 13th Mr Baker ap- 
peared before the Foreign Affairs Commit- 
tee of the American House of 
Representatives and told it that without 
some "really good-faith affirmative action” 
on Israel's part there could be no progress 
towards peace. He gave out the White 
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House telephone number and added, in a 
message to Israel; "When you're serious 
about peace, call us." Mr Shamir may have 
his own government, but the 1.7m resentful 
Palestinians in the territories, and the prob- 
lems they bring, have not faded away. 





Algeria 
Islam's gains 


FROM A CORRESPONDENT IN ALGIERS 


ISTORY was made twice over on June 

12th. For the first time an Arab nation 
was given an unfettered choice in a multi- 
party poll. For the first time in any Arab 
election, an Islamic fundamentalist party 
won a majority of the votes. That is why the 
election in Algeria this week will reverberate 
around the Arab world, and beyond. The 
fact that the 13m voters were electing 48 
provincial assemblies and more than 1,500 
town councils, and not a national parlia- 
ment, was secondary. 

It became clear soon after polling sta- 
tions closed that the Islamic Salvation Front 
(Fis), legal only since last September, had de- 
feated the ruling National Liberation Front 
(FLN). The FLN conceded defeat the same 
evening. “It is an overwhelming victory,” 
said the Fis leader, Sheikh Abbas Madani. 
Nine small centre-left opposition parties 
failed to make any significant impact in what 
was essentially a two-camel race. 

The FLN has monopolised power for 28 
years, ever since it led Algeria to indepen- 
dence from France. Over the years it has be- 
come increasingly isolated; and its misman- 
agement of the economy and its bloody 
suppression of anti-government riots in Oc- 
tober 1988 have made it deeply unpopular. 
The FLN machine was, moreover, badly split 
over the scale and pace of President Chadli 
Senjedid's reforms—not least his decision 
Oo move to a multi-party system. For all that, 
the FLN was expected to win the local elec- 
tions. It was thought to have strong support 
in the countryside and was expected to ben- 
efit from a backlash against the Islamic par- 
ties' promise to introduce Islamic sharia law 
and stop women from working. The back- 
lash did not come. 

The outcome might have been different. 
The two biggest opposition parties, the 
Movement for Democracy in Algeria, led by 
ex-president Ahmed Ben Bella, and the So- 
cialist Forces Front led by Mr Hoceine Ait 
Ahmed, boycotted the poll, saying that the 
government should have held parliamentary 
elections first. The abstention rate was 
around 4096 overall, and particularly pro- 
nounced in the ethnic Berber regions where 
Mr Ait Ahmed's influence is particularly 
strong. 

Alone among the opposition parties, 
the Fis had a ready-made country-wide orga- 
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nisation in Algeria’s mosques, which it used 
to mobilise support. The party has re- 
sponded to the needs of ordinary Algerians, 
distributing food and clothing from mosque 
basements, offering free Koranic education 
and providing tents and other supplies after 
last October's earthquake. The electoral sys- 
tem also helped the ris. It allowed proxy vot- 
ing—mainly by husbands on behalf of their 
wives—and gave 5196 of the seats to which- 
ever party got the most votes in any district, 
the rest of the seats being distributed pro- 
portionately among other parties scoring 
196 or more. With pure proportional repre- 
sentation the FIS might have found itself fac- 
ing an anti-fundamentalist coalition on 
many councils. 

On June 13th Sheikh Madani did what 
everyone expected him to do and demanded 
the dissolution of parliament, in which the 
FLN holds every seat, but for which elections 





Madani triumphant 


are not due until 1992. "I do not think the 
authorities will hesitate to dissolve parlia- 
ment," he said. “The train of history does 
not stop." To keep it rolling, it is being said, 
thousands of ris footsoldiers will take to the 
streets to force the issue. 

Intriguingly, Sheikh Madani did not ask 
President Chadli, who was elected for a 
third five-year term in 1988, to put his own 
job up for grabs. The sheikh accepts that Mr 
Chadli deserves much of the credit for push- 
ing Algeria towards democracy, against the 
bitter opposition of FLN hardliners. He may 
calculate that if Mr Chadli considers his 
own job secure he will support the Fis’s call 
for early parliamentary elections. The 
sheikh is also keen to reassure those who 
fear that, once in power, the FIS would im- 
pose a one-party Islamic state. The army has 
already said that it would not allow this to 


happen. For the moment, Sheikh Madani 


wants President Chadli, a former colonel 
with close ties to the army, on his side. 
Tunisia apart, Algeria is the Arab 
world's most westernised and secular na- 
tion. It endured 120 years of direct rule from 
France and its people’s links with Europe 
are stronger than those of any other Muslim : 
country. That Algerians should have put ana 
Islamic party into power, even at a local 
level, is all the more remarkable. The res It 
will fortify the determination of Islamic 
groups throughout the Arab world, not 
least those in neighbouring Tunisia and Mo- 
rocco, where Islamic parties are banned. 
France’s Mr Jean-Marie Le Pen, the leader a 
the racist National Front, called the em Ae 
tory "the event of the decade" : 
dicted that boatloads of illegal piu efu- 
gees would now seek entry into France to 
escape Islam at home. | 



















Iran ' 


Hamstrung 3 


R MEHDI KARRUBI is fiercely antic - 

western and advocates terrorist at- _ 
tacks on Israeli targets around the world. — 
On June 9th he told Mr Ahmed Jibril, the” i 
Palestinian terrorist suspected of blowing up - 
PanAm flight 103 over Lockerbie in Scot- — 
land in December 1988, that Iran's “entire 
capabilities" were at his disposal. Now Mr — 
Karrubi has been re-elected Speaker of | 
Iran's parliament, beating his opponent, a - 
moderate, by an even bigger margin (155 
votes to 73) than last time. The continuing — 
strength of such radicals is hampering Presi- — 
dent Ali Akbar Rafsanjani's efforts to 
normalise Iran’s foreign policy. 

A year after the death of Ayatollah Kho- 
meini, the president is still hamstrung bys rhe 
old man’s legacy. Mr Karrubi and his allies, 
such as the former interior minister, Mr A Mi i 
Akbar Mohtashemi, smear any attempt to 
rebuild ties with the West as a betrayal of | 
Khomeini's teachings. A hint by one of } 
Rafsanjani's entourage that relations m ht | 
be restored with America produced a storm V 
of protest. "The only possible relatio: 
- America is to attack American inter- - 

" declared Mr Mohtashemi. 

The same thing happened when a senigi 
foreign-ministry official, Mr osseir 
Musavian, said recently that Iran might - 
drop the ayatollah’ s fatwa (religious ruling) | 
sentencing to death Mr Salman Rushdie, — 
the British author of “The Satanic Verses", | 
in return for Britain's condemnation of the 
novel. On June 6th Ayatollah Ali | 
Khamenei, Khomeini's successor as su- 
preme religious leader, confirmed the fatwa, 
and demanded that Mr Rushdie be 
over to British Muslims to be executed. —— | 

Despite Mr Rafsanjani's efforts to dis- 


tance Iran from terrorism, Iranian money - 
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secure the release of two American 
* hostages from Lebanon, but then stopped. 
~ Iran has not rejected a recent offer from Iraq 
o resume peace talks, but neither has it 

7 „acted on it. 

/ With power divided between the presi- 
- dency and the supreme religious leader, Mr 
- Rafsanjani cannot easily impose his will. He 

~ has talked parliament into accepting a pack- 

— age of economic reforms (including a law al- 

- lowing Iran to seek $27 billion in loans from 

| abroad). He claims the reforms will produce 

-, tangible results by October. But any real im- 
E provement will take years, especially with a 

population growth of almost 4% a year. If oil 

" prices continue to fall because of OPEC over- 

- production, i it could spell disaster for the Ira- 

p nian economy. 

, ' When Mr Rafsanjani became president 

- diast July, Iranians thought he would make 

their lives easier. But prices are rising and 

— ne in five workers has no job. Inflation and 

shortages are beginning to cause unrest, To 

prices down, the government has just 

- doubled to $4.5 billion the amount it will 

d this year to subsidise staple foods 

"such as sugar, flour and vegetable oil. 

-— Public dissatisfaction has made Iran’s 
tiny legal opposition act more bravely. On 

- May 14th some 90 people, including a for- 

mer prime minister Mr Mehdi Bazargan, 

a letter to Mr Rafsanjani demand- 

‘ing political reforms. The letter said that the 

regime was on the brink of collapse, and 

P unless.immediate measures were taken 

the government would suffer “a fate similar 

to that of President Nicolae Ceausescu”. 

" That is overstating things—but only a little 

. and, perhaps, only for the time being. 
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Peru’s election 
A script that 
went wrong 


FROM OUR PERU CORRESPONDENT LIMA 


E HAS written brilliant novels about 

his country. Yet, in the end, Mr Mario 
Vargas Llosa, who has spent much of his life 
abroad, may have understood Peru less well 
than he thought. In the second round of the 
presidential election on June 10th, Peruvi- 
ans gave an overwhelming victory to his ti- 


' val, Mr Alberto Fujimori, an academic well 


versed in the country's .agrarian problems 
and the son of Japanese immigrants. 

Right up to polling day Mr Vargas be- 
lieved he had a small lead over Mr Fujimori. 
But the novelist’s campaign was backed 
mainly by rich white people, who óveresti- 
mated his popularity among the mass of Pe- 
ruvians, and it went down best in the capi- 
tal, Lima. One of his advisers admitted that 
Mr Vargas had refused to spend the weeks 
before the vote touring the Andean high- 
lands, where his support was weakest, be- 
cause the reaction there to his earlier visits 
had been so "negative". 

In the event, Mr Fujimori appears to 
have won in Lima, too, as well as in Are- 
quipa, Peru's second-largest city,' Mr 
Vargas's birthplace and usually a bastion of 
the centre-right parties that were Mr 
Vargas's allies. "Mr Vargas was absolutely 
stunned by the results and so were we,” said 
a man from the Sawyer Miller Group, the 
hapless American consultants who helped 
run Mr Vargas's campaign. 

One of Mr Fujimori's strengths was his 
promise, however vague, to make sure that 
the butden of any economic reforms should 
be evenly distributed. Mr Vargas's FREDEMO 
alliance tended merely to talk about "com- 
pensation programmes” for the poor. 

By collecting nearly 6096 of the votes 
cast, Mr Fujimori has armed himself with a 
powerful mandate that will help to make up 
for his lack of a majority in either house of 
Congress. He does not take office until July 
28th, but has already announced plans to 
visit the countries to which Peru owes most 
money, and to "reinsert" Peru into the 
world of international finance. He says he 
will scrap the unilateral debt decisions taken 
by his predecessor, President Alan Garcia. 
In one such decision Mr Garcia limited Pe- 
ru's debt-service payments to 10% of the 
value of its exports. 

Defining his differences with Mr Var- 
gas, Mr Fujimori said on polling day that his 
government would be market-oriented but 
not neo-liberal. Translated from Peruspeak, 
this means that he is a social democrat, 
somewhat to the right of Mr Alan Garcia's 
party. He promises to appoint a cabinet of 
all talents, with ministers chosen regardless 


' 
f 





of their party sympathies. 

All these conciliatory remarks make a 
coup unlikely before Mr Fujimori assumes 
office. The army and the air force do. not 
necessarily share the dismay of better-off Pe- 
ruvians about the election result. But’ no- 
body underestimates the size of the eco- 
nomic and social debacle that Mr Fujimori is 
inheriting. Since Mr Garcia came to power 
in April 1985, prices have risen 1.7m%. 
Chaos, and a coup, are still possible later 
this year. Even so, in a small gesture tó Mr 
Fujimori, the street price of a United States 
dollar, which had doubled in the three 
weeks before June 10th, dipped 10% on the 
day he won. 





South Africa 


The clock ticks 


FROM OUR SOUTH AFRICA CORRESPONDENT 


RESIDENT F.W. DE KLERK .needs a 

helping hand. His courageous reforms 
have won praise and sympathy abroad, but 
no concrete support beyond some easing of 
sanctions by Mrs Margaret Thatcher. And 
the African National Congress, with which 
he is impatient to start negotiating a new 
constitution, is currently preoccupied with 
shoring up its international position and 
raising money. Mr Nelson Mandela is on an- 
other overseas tour. 

Back home, Mr de Klerk must negotiate 
a deal with the ANC that can be sold to white 
voters before more of them desert him for 
the. anti-reform Conservative party. On 
June 7th he took another big stride towards 
creating a climate for talks with Mr Mandela 
by lifting the state of emergency in three of 
South Africa's four provinces. Emergency 
powers are being retained in Natal in an at- 
tempt to quell the bitter fighting between _ 
followers of the ANC and those of Chief 
Mangosuthu Buthelezi's Zulu-based Inkathz 
movement. 

The lifting of the emergency came in 
spite of a poor showing by the ruling Na- 
tional party in the Umlazi by-election in 
English-speaking Natal. A 27% swing to the 
Conservatives turned a supposedly safe gov- 
ernment seat into a marginal one, suggesting - 
that apartheid’s defenders might yet tor- 
pedo his reform programme. But it was not 
all bad news; the governing party's share of 
the vote slipped only marginally to 48%, 
from 51% in the general election nine 
months ago, and while the Conservatives 
more than doubled their share, to 44%, a 
mass defection of voters from the more lib- 
eral Democratic party to the government 
suggests that the president may have begun 
to forge a new body of support in the politi- 
cal centre. 

Mr de Klerk has now come close to 
meeting all five of the ANC’s preconditions 
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FROM OUR SPECIAL CORRESPONDENT IN LOME 


N TINY Togo 5,000 students are a lot 

of people. Last month that number 
turned out to demonstrate in favour of 
one-party rule. It was not terribly surpris- 
ing. The previous day the Rally of the To- 
golese People, the country's sole party, 
had given a “firm and unanimous no” to 
multi-party politics. Such is the way of the 
world, in a country overshadowed by tow- 
ering statues of the "guide" and "father", 
where visiting delegations are entertained 
by tribal dancers and schoolchildren 
chanting slogans in support of the glori- 
ous one-party rule of General Gnassingbé 
Eyadéma. 

President Eyadéma seized power in a 
bloodless coup in 1967. Since 1979 he has 
allowed elections in which all contestants 
must be party members, though none may 
be an offical party candidate. When the 
most recent elections were held in March, 


. 19 deputies were elected from a list of 230 


candidates. That is democracy of a kind, 
keeping junior politicians on their toes. 
But in the last poll for the country's top 
job, in 1986, the general won 99.796 of the 
votes in a 9896 turnout. He says it is his 
mission to carry out the people's wishes. 
His rule has provided political stability 
punctuated by at least three attempted 
coups, during the most serious of which, 
in 1986, French and Zairean troops had to 
rescue him. Since the early 1980s it has 
brought gradual economic liberalisation 
too. Togo boasts one of Africa's oldest 
"structural adjustment programmes", and 
is about to negotiate its fourth adjustment 
loan from the World Bank. It has 
privatised state companies and launched 
an export-processing zone, to attract for- 





for negotiations, set out in the so-called 
Harare Declaration. These call for the re- 
moval of bans and restrictions on all prohib- 
ited organisations; the release of political 
prisoners and removal of restrictions of ac- 
tivists; an end to the state of emergency and 
repeal of security legislation designed to sti- 
fle political activity; the end of political trials 
and executions; and the removal of troops 
from the black townships. 

Since February 2nd (dubbed "Red Fri- 


- day" by Conservative zealots), when he 
— lifted the restrictions on outlawed organisa- 
- tions, including the South African Commu- 


nist party and the ANC's military wing, Mr 
de Klerk has moved faster than anyone ex- 
pected him to. Mr Mandela was set free on 
February 11th. Since then dozens of politi- 
cal prisoners have been released, including 
another 48 last week. 


Except in Natal, where soldiers, includ- 
52 





Togo's takeaway economy 


eign capital and develop non-traditional 
exports. 

But economic reform has not yet been 
a conspicuous success. With the popula- 
tion growing at over 3% a year, income 
per head ($370 in 1988) declined during 
the 1980s. Togo’s plush state-owned ho- 
tels are crowded with foreigners. But there 
is stark poverty in the coun- 
try areas where some 80% of 
the people live. 

Today’s problems are the 
fruit of past riches. In 1974 
the price of phosphates, 
Togo’s main export, quadru- 
pled and the government 
went on an industrialisation 
binge. The resulting hang- 
over was 73 state-owned 
companies, and a $1.1 bil- 
lion foreign debt. 

Public spending has been 
cut, some 2,000 public ser- 
vants laid off and wages fro- 
zen for long periods. Educa- 
tion’s share of a reduced 
budget has fallen to 12% 
from 2396. Ten state firms 
have been liquidated, an- 
other 14 privatised; 23 more 
are to be sold off. Not all the 
privatisations were success- 
ful first time round: two tex- 
tile mills taken over by Ko- 
rean entrepreneurs have 
reverted to the state, then 
been bought all over again 
by Hongkong investors. The 
star, though, is Société 
Togolaise de Sidérurgie, the 


ing the crack Portuguese-speaking Battalion 
32, are helping the police, troops have been 
largely removed from the townships. “Ter- 
rorism" has been taken off the list of capital 
offences, except in time of war. Because the 
ANC's "armed conflict" is not regarded as a 
war, thís too is a concession. More impor- 
tantly, the report of a joint committee, set 
up when the government met the ANC in 
May, is said to have prepared the ground for 
a general amnesty that would clear the jails 
of political prisoners in a matter of days and 
allow the speedy return of exiles. 

Mr de Klerk wants to press ahead with 
the amnesty but the ANC is said to be delay- 
ing its response until July 10th, apparently 
because if it were announced before then it 
might undercut Mr Mandela's current cam- 
paign in Europe and America for the reten- 
tion of economic sanctions against South 
Africa. Once an amnesty is in place, Mr de 








steel company, leased in 1985 by a flam- 
boyant American entrepreneur, Mr John 
Moore. lt is now expanding, with opera- 
tions in Benin and lvory Coast, a pylon- 
making business in Togo, and a floating 
warehouse selling steel all along the West 
African coast. 

Hopes are high for the free-trade zone, 
to be launched later this year, modelled 
on similar ventures in Mauritius and the 
Dominican Republic. By undertaking to 
export at least 8096 of production, firms 
can qualify for duty-free im- 
ports and exports, a ten-year 
tax holiday (followed by a 
company tax rate of only 
1596) and cut-price tariffs for 
port services, electricity and 
telephones. Togolese offi- 
cials think an export zone is 
their best hope; the home 
market is too small for indus- 
try, and Togo has few natu- 
ral resources that can be ex- 
ploited to fuel growth. 

The country does, on the 
other hand, have plentiful 
cheap labour, a sound infra- 
structure, the region’s best 
port, paved roads to the 
Sahel countries, and modern 
banking and telecommuni- 
cations. But the penalty of 
French protection is that 
" {Togo must use as its cur- 

{rency the CFA franc, which is 
locally overvalued by at least 
| 1596. Cheap labour and efh- 

cient ports are rarely enough 
for an export breakthrough. 
| Mr Eyadéma offers his peo- 

P. stability. That may not 
| enough to make them 
much richer. 


PSS PES 9u ant y prm mor 


Klerk will have satisfied almost all the de- 
mands of the Harare declaration. Many 
whites think he has little to show for it. 

Mr Mandela has praised the president 
as "a man of integrity". But the ANC's insis- 
tence on continued sanctions, together with 
its continuing support for the principle of 
armed struggle, undermine Mr de Klerk's 
standing with white voters. It all helps Mr 
Andries Treurnicht, leader of the Conserva- 
tive party, to portray his Nationalist oppo- 
nent as an appeaser who is buckling under 
pressure, rather than as a statesman who has 
seized the initiative. Now the Conservatives 
are considering a plan to force a demoralis- 
ing series of by-elections by resigning some 
of their seats in parliament. Mr de Klerk still 

a long way to go and many hurdles to 
jump. He is not looking as strong as he was 
when he started a few months ago. 
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Laughing all the way to unity 


FROM OUR BONN CORRESPONDENT 


UDGING by the ever-broader grins of 

West German government leaders, Ger- 
man unity is now almost within grasp. Both 
the chancellor, Mr Helmut Kohl, and the 
foreign minister, Mr Hans-Dietrich 
Genscher, think that an all-German election 
and probably unity itself will come around 
year's end. Only weeks ago they were less 
confident. What has changed? 

For one thing Mr Oskar Lafontaine, the 
Social Democrat who hopes to tip Mr Kohl 
out of his job, has now dropped his threat to 
block in parliament the treaty creat- 
ing an economic and monetary union 
between the two Germanies. So the 
pact will take effect at the start of next 
month as planned. Mr Lafontaine has 
won virtually none of the treaty im- 
provements he said were needed. 

For another thing, the Christian 
Democrats in East Germany, the 
leading party there, have now said 
they favour an early all-German elec- 
tion and use of the so-called "quick 
route" to unity via Article 23 of the 
West German constitution. Their 
main partners in government, the 
eastern Social Democrats, have not 
yet agreed. But a dispute between the 
two Germanies over the timetable for 
unity looks increasingly unlikely. 

Even so, Mr Kohl would not be 

»eaming now if he believed the Rus- 
vians might yet scupper the show, in 
particular by continuing to oppose a 
united Germany's membership of 
NATO. The chancellor has stressed 
that this issue, along with other for- 
eign-policy aspects of German unity, must 
be settled before the two Germanies merge. 
His buoyancy now means he believes they 
will be. His hoped-for schedule is: 

l. The “two-plus-four” talks between 
the two Germanies and the four victors of 
the second world war (the United States, the 
Soviet Union, Britain and France) will end 
in agreement in the early autumn. 

2. This agreement will be acknowledged 
soon afterwards at a summit meeting of the 
35-country Conference on Security and Co- 
operation in Europe (CSCE). 

3. An all-German election could then be 
held in December, or in January next year at 
the latest. One scheme under discussion is 


THE ECONOMIST JUNE 16 1990 





that German unity will formally take effect 
as the polls close on election day. 

That schedule looks over-ambitious if 
judged against the result of the recent meet- 
ing between Presidents Gorbachev and 
Bush in Washington, which brought no ac- 
cord on the German problem. But West 
German officials argue that, as a result of the 
Washington summit and of subsequent 
talks between the American, Soviet and 
West German foreign ministers ("the mag- 
nificent three", according to one of Mr 





Genscher and Kohl anticipate the punchline 


Genscher's men), the log-jam over Germany 
has begun to break up. They think a deal is 
emerging, with these main points: 

e A united Germany would be in NATO but 
no NATO forces would be deployed in what 
is now East Germany. The 300,000-plus So- 
viet troops in East Germany would stay for a 
while at West German expense. 

e The Oder-Neisse line would be recognised 
unequivocally as Poland's border with Ger- 
many. Even Mr Kohl is speaking out firmly 
on that point now. He feels all the more able 
to do so because the far-right Republican 
party, which might have been expected to 
benefit from any government “concessions” 
on the border, now has almost no support. 
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@ The east-west talks in Vienna aimed at 
cutting Soviet and American convention se 
forces in Europe should be ended this ye 
and followed up quickly by new negotiation: 
to chop European, including 
troops. NATO and the (rapidly disappearin: | 
Warsaw pact are to adopt a "new co-oper- 
ative relationship". ' 
e The role of the csce would be booste s 
through regular summit and minis y " 
meetings. It would gain a perm 
retariat and offshoots dealing with z 
control verification, environmental protec 
tion and the like. 
@ Last, but certainly not least, the 
Union would get lots of western economic: 
aid to help Mr Gorbachev survive and 
sweeten the pill of a united Germany. 
Of course, the West Germans know th 
Russians will not be won over right aw 
Another five hours of talks on J i 
Lith between Mr Genscher and H nis 
Soviet counterpart, Mr Edward 
Shevardnadze, failed to bring a brez Y 
through. A day later Mr Gorbachev 
dredged up in a new guise an old o- 
viet suggestion that a united Ger- 
many be associated with both NA o 
and the Warsaw pact. The wheeze was 
promptly rejected by the West er " 
mans as well as by the Americans. 
Still, according to officials in Bonn, it 
indicated that Soviet thinking i 
"evolving". They expect further evo- 
lution at the next round of the two- 
plus-four talks, to be held on June 
22nd in East Berlin. 
Will the obstacles to unity really 
be cleared away so quickly? They are 
still formidable. Two stand out. 
One is that the western economic 
aid being mooted to help soften Up 
Mr Gorbachev is far from in the b: 
True, West Germany is ready to p 
for the Soviet troops in East m : 
many so long as the date of their w 
drawal is clear from the start (optimists in 
Bonn speak of ' ‘within three years", 
of "up to seven"). The Germans may also 
help to pay for housing the Soviet soldiers 
who return home. They say they will make 
sure that the goods Russia now relies on get- 
ting from East Germany will still be deliv 
ered after unity. And they will offer he EL 
state-backed export-credit guarantees to en- 
courage German-Soviet trade. Such gua an- 
tees will be needed because the Russians ai re 
already more than DMI billion in arrears 
with their payments to West German ex- 
porters this year, and German commercial 
banks are unwilling to put up new credits. 


But that is about it. With billions of D- 


erman, 
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EUROPE 
marks needed to pull East Germany out of 


the mire, the West Germans reckon they 
cannot send massive amounts of money Mr 
Gorbachev's way too. They talk of a com- 
bined aid effort with their western allies, but 
their partners seem to expect most of the bill 
to be footed by Germany. As a result Mr 
Gorbachev may be left with slimmer pick- 
ings than he hopes for. 

Second, despite its repeated assertions 
of loyalty to the western alliance, West Ger- 
many may not after all be fully at one with its 
partners. Officials in Bonn increasingly sug- 
gest that NATO will become mainly a “politi- 
cal body" which will be matched, and even- 
tually surpassed, in importance by the CSCE 
as the forum for a "pan-European security 
system”. The Americans and others are 
ready to revamp NATO a bit, and to expand 
the CSCE, recognising that the latter may 
help to keep the Soviet Union from feeling 
ey isolated on the border of Euro- 


OTH NATO and the Warsaw pact are 

grappling with the problems caused 
by the collapse of communist power in 
Eastern Europe. Each alliance has just 
held a high-level meeting. Since the War- 
saw pact has already ceased to exist as a 
serious military alliance, its leaders had 
the more interesting get-together. 

The meeting in Moscow on June 7th 
set up a commission to rec- 
ommend changes to the 
Warsaw treaty in time for an- 
other pact summit in No- 
vember. The idea is to trans- 
form the pact into a treaty 
"of sovereign and equal 
states". The recommenda- 
tions are likely to include 
provision for total with- 
drawal of Soviet forces from 
Eastern Europe within. five 
years (a period President 
Bush said he would buy dur- 
ing his meeting with Presi- 
dent Gorbachev two weeks 
ago) and agreement that no 
country's forces will be ob- 
liged to serve outside its own 
territory. 

The Warsaw pact never had an inte- 
grated military structure like NATO's: an 
alliance-wide command organisation, sep- 
arate from national commands, which 
would control the individual countries' 
main combat forces in wartime. In the 
event of war, the Warsaw pact would 
merely have slotted the non-Soviet forces 
into the Soviet command structure, where 
they would have functioned, in effect, as 


units of the Soviet army. Although many 
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pean affairs. But they are not prepared to 
offer the Soviet Union an equal place in Eu- 
rope by greatly boosting the CscE while 
drawing most of NATO's teeth. As the secre- 
tary of state, Mr James Baker, put it earlier 
this month: "NATO will continue to serve as 
the indispensable guarantor of peace... a 
cornerstone of both military security and 
political legitimacy in the new Europe." 
West German officials insist that if there 
is a difference it is one of terminology, not 
substance; and of course the Germans have 
special reason constantly to try to convince 
Mr Gorbachev by their choice of words that 
NATO will be nothing he need worry about. 
If there is indeed a real difference, the NATO 


summit next month could bring it into the 


open. It could cause West Germany's allies 
to slow, though they can hardly stop, the 
current dash to unity; and it might lead to 
even bigger problems later on. 
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With enemies like these, Who tedda alliances? 


Soviet troops are already pulling out of 
Eastern Europe, both the Warsaw treaty 
and this command arrangement are still 
technically in being. This irks che East 
Europeans. 

The plan is therefore to sacrifice the 
command arrangement in the hope of re- 
taining some sort of political link. It may 
work. Last week the Hungarian defence 





The Hungarians face both ways these days 


minister, Mr Lajos Fur, announced that 
the Hungarian army would take no fur- 
ther part in joint exercises, and raised 
again the possibility of Hungary leaving 
the pact altogether next year. However, 
the Hungarian prime minister, Mr Jozsef 
Antall, said that the pact should not be 
dissolved until a careful review of national 
and international obligations is com- 
pleted. The western allies may even help 
give the Warsaw pact a raison détre by 


Soviet Union 


Enter the USSS 


FROM OUR MOSCOW CORRESPONDENT 


N END is in sight to the three-month- 
long deadlock between President Gor- 
bachev and the Baltic states. In exchange for 
the resumption of gas supplies to Lithuania 
and a promise that they will be offered mem- 
bership of the loosest possible confedera- 
tion, the three Baltic states (Lithuania and 
Latvia and Estonia), might agree to suspend 
their declarations of independence while ne- 
gotiations take place on a new Treaty of the 
Union. 

The Lithuanian prime minister, Mrs 
Kazimiera Prunskiene, emerged on ]une 
13th from talks in Moscow with her Soviet 
counterpart, Mr Nikolai Ryzhkov, saying 
that he had agreed to increase supplies of gas 


offering to sign a non-aggression pact with 
it. But there are limits to the new chummi- 
ness: western politicians dismiss Mr Gor- 
bachev's extravagant idea that the Soviet 
Union could join NATO. 

The meeting of NATO's council, made 
up of member-countries’ foreign minis- 
ters, produced a conciliatory statement 
designed to assure the Warsaw pact of its 
peaceful intention. The for- 
eign ministers also endorsed 
the idea (put forward earlier 
by the defence ministers) of 
re-examining the alliance's 
strategy and the shape of its 
military organisation. The 
outlines of the new:strategy 
are supposed to be discussed 
at the NATO summit in Lon- 
don on July. 5th-6th. While 
less sweeping than the 
changes being forced on the 
Warsaw pact, those being 
contemplated by NATO could 
bring about some fairly radi- 
cal changes. 

The foreign ministers 
were at pains to point out 
that they did not like the So- 
viet idea of promoting the 35-nation Con- 
ference on Security and Co-operation in 
Europe (CSCE) as a successor to both mili- 
tary alliances. They acknowledged that, 
while NATO's main job is still war-preven- 
tion, the risk of an east-west war in Europe 
has receded pretty far; but they were clear 
that NATO was still needed; despite the 
awkward difficulty of defining the enemy. 
They hoped to give it a new assignment, 
“peace-building”, 
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Move into London Docklands and you enter 
another way of life. In your oward- winning 
warehouse conversion - or buff -brick family 
house * you'll be on the threshold of London's 
best-kept secrets 

Brasseries that could be the envy of Paris (on 
both the right and the left banks of the Thames) 
If you prefer dim sum forget the West 


End and point your ri kshaw to Limehouse 
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HOW DO PEOPLE FIND LIFE 
IN LONDON DOCKLANDS? 


THEY STEP OUT 
_OF THE F 
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London's original Chinatown. You'll shop in 
historic, listed buildings and sail from bustling 
yachting marinas 

There are wine bars as modish as any in 
Manhattan. And taverns once frequented by 
Captain Cook or Lord Nelson. With 55 miles 
of waterfront, London Docklands is a natural 
centre for walter sports, (and most other 


kinds of sport) 
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But the more you look, the 





greater the surprises. Such 
as the dry ski slope. Riding just a canter away 
Írom the City. And even three farms 
Call London Docklands on the number below 
and we'll put a wealth of information through 
your letter box. It could easily persuade you to 
move your own front door 
LONDON DOCKLANDS 0800 678910 








WHATEVER YOUR CURRENCY, 
WELL MAKE IT GROW 


At Barclays we realise that not all our customers 














want to hold thetr capital in sterling. 

We also believe that our customers shouldn't 
have to pay substantial fees, before their money 
starts earning interest. 

Thats why we feel our Currency Deposit 
Account could be for you. 

It's based in Jersey and the account 
allows you to deposit capital in any of ten major 
currencies without first having to convert your 
investment into sterling. 

We won't charge you to 
operate the account or, should you 
wish to, convert money from one 
currency to another. 

Your capital will earn a 
Competitive rate of interest paid gross 
and the account and book keeping 
is domiciled in Jersey. 

We'll also allocate you a personal 
dealer to look after your account. 

So if you want to see your money 
blossom fill out the coupon below and we'll 
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send you more detail. 
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P" Barclays Bank 
Finance Company 1 
(Jersey) Limited has 
its principal place of busi- kd 
ness in St. Helter, Jersey. 

The paid-up capital 


If you would like further information on. this 
service, and current rates of interest, please complete this 
coupon and return to Paul Mabbett, Barclays Bank 
Finance Company (Jersey) Limited, Dept, |. ZP., 
PO Box No. 191, 29/31 The Esplanade, St. Helier, 
Jersey, Channel Islands. 

























and reserves of Barclays ka 

Name Bank Finance Company (Jersey) Limited 

Address exceed £37 million. Latest audited accounts are 
available on request. ay 

Deposits made with offices of Barclays Bank 

Signature Finance Company (Jersey) Limited, in Jersey, are not 
BARCLAYS covered by the Deposit Protection ee 

Date 16/6/00 Ks i C 
o DG MORENO o ; Scheme under the Banking Act 1987. 
JERSEY FINANCE COMPANY 

DEPOSITS CAN BE MADE IN THE FOLLOWING CURRENCIES: US DOLLAR, CANADIAN DOLLAR, NEW ZEALAND DOLLAR, 

DEUTSCHEMARK, FRENCH FRANC, SWISS FRANC, STERLING, AUSTRALIAN DOLLAR, ECU, YEN. ¥ 





and and other raw materials to some 
Lithuanian factories. The presidents 
of all three Baltic states left to report 
back to their local parliaments. 

A vindication of Mr Gorbachev's 
supposedly grinding economic block- 
ade of Lithuania? Hardly. Lithuanian 
shops are indeed emptier than usual, 
but still better stocked than those of 
Moscow or Leningrad. Petrol contin- 
ues to be delivered through the black 
market organised from Belorussia, 
which is making a fortune out of the 
blockade. The main victims have 
been factory workers, 40,000 of 
whom (according to extremely unreli- 
able figures) have been put out of 
work. But this is something of an 
own-goal by the Soviet authorities, 
who control most of Lithuania's 
factories. 

The compromise has more to do 
with Mr Boris Yelstin's election as 

resident of Russia. The first official 

yntacts between Lithuanian and So- 
viet officials took place on the day of 
the first round of voting for the new 
Russian president, when the extent of 
support for Mr Yeltsin's candidature 
first became clear. One of his first acts 
on taking office was to meet his Lith- 
uanian counterpart, Mr Vytautas 
Landsbergis, to talk about a trade 
agreement. Dozens of other local au- 
thorities have followed suit, leaving 
Mr Gorbachev with the choice of either see- 
ing the Baltic states sign treaties with other 
republics behind his back, or of coming up 
with a formula for restarting talks. 

At a meeting of the Council of the Fed- 
eration (himself plus the presidents of the 15 
Soviet republics), he proposed that there 
should be a new Treaty of the Union which 
would redefine the powers of the republics 
and the centre. Under this treaty, the USSR 
would be replaced by the usss, the Union of 

wereign Soviet States. The constituent 
, It$—socialist no more—would no longer 
be dependent republics. But at least they 
would be in a union, which gives Mr Gorba- 
chev some hope of keeping the country 
together. 

What this will mean in practice is any- 
one's guess. Mr Gorbachev wants a few 
broad powers—foreign policy, defence and 
some economic levers—for himself. But 
even those will be disputed. Mr 
Landsbergis’s proposal for allaying Mr 
Gorbachev's worries about defence was to 
suggest that Lithuania might join the War- 
saw pact. The Soviet Union's parliament, 
the Congress of People's Deputies, has al- 
ready passed several controversial laws, like 
the one on secession, which would have to 
be scrapped if the republics were to sign a 
new treaty. And there is not even broad 
agreement on what kind of union is under 
discussion. Mr Gorbachev suggests some re- 
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publics could give up many powers to the 
centre, as in a federation. Others, like the 
Baltic states, could give up virtually none, as 
in a confederation. 

For now, what matters most is that a 
new treaty is under discussion at all. Hith- 
erto Mr Gorbachev has said only that the 
treaty on which the Soviet Union is based 
should be revised. The new treaty will be 
drafted by a group established by the Coun- 
cil of the Federation. After consideration by 
the council it will be sent on to federal and 
republican parliaments. 

If such a treaty had existed two years 
ago, says Mr Stanislav Shatalin, a member of 
the president's advisory council, the centrif- 
ugal force of nationalism would not be so 
strong now. Is it too late? It will not be easy 
to get the Baltic parliaments, especially Lith- 
uania's, to suspend their plans for indepen- 
dence. Nevertheless, the decision by Estonia 
and Latvia to proceed to independence step 
by step might make it easier for Lithuania to 
go into negotiations with Mr Gorbachev 
alongside them, especially if they can win 
guarantees that their right to independence 
would be assured at the end of the talks. 

It is early days, but the three Baltic presi- 
dents and Mr Gorbachev emerged from the 
Council of the Federation contented. After 
the fruitless stalemate of the past three 
months, they had some cause to be. 








EUROPE 
Czechoslovak election 


NOW, govern 


HEN Communist power collapsed 

like a punctured lung last November, 
Czechoslovakia fell into the hands of brave 
but unelected amateurs at the head of a 
young protest movement called Civic Fo- 
rum. Despite early worries that they might 
not stay the course, anti-communist c 


risma, on-the-job training and a streak of — 


caution carried them through to this 
month's election triumph. Now comes the 
difficult part. Czechoslovakia's new leaders 


have run out of excuses for putting off three — 


pressing tasks: galvanising the economy, de- 
fining the duties of the popular President 
Havel, and accepting that the Forum cannot 
be all things to all Czechoslovaks. 

There is no longer the slightest doubt 
who Czechoslovaks want to govern them. 
Almost everyone voted who could: turnout 
on June 8th and 9th was 9696, officials esti- 
mate. The Forum and its Slovak twin, Pub- 
lic Against Violence, came away with a ma- 
jority of seats in both houses of the federal 
assembly. In the Czech lands of Bohemia 
and Moravia, the Forum won 5396 of the 
vote for the House of the People. Even in 
strongly Catholic Slovakia, Christian Dem- 
ocrats came a poor second to PAV, led 
among others by Mr Marian Calfa, who 
took over as prime minister in December. 

As a reward, President Havel has asked 
Mr Calfa to stay at his post and form a new 
government. Àn ex-Communist, Mr Calfa 
has won a reputation for efficiency and com- 
promise. As a Slovak, he balances Mr Havel, 
who is Czech. 

The Forum's aim is to form a broad co- 
alition with the Christian Democrats and 
other parties. But the election has embit- 
tered and demoralised the Christian Demo- 
crats, especially in the Czech lands, where 





Havel and Co toast victory 
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Seats in Czechosiovakia’s parliament, June 1990 


. | House of the People 


s, 





—. | Civic Forum and Public 
- | Against Violence 


EM seats for the Croch gapetit 48 for Soin 


House of the People % of votes - 
National result Czech republic Slovakia 


Civic Forum 

and Public Against Violence 46.6 
Communists 

Christian Democrats 
Moravian & Silesian 

psésiomdhse 


Slovak National party 35 
.| Coalition of other minorities 28 . 


' 16.1 
5% of the vote in either republic is needed to win seats 


their strongest group is called the People's 


party. During the campaign, the deputy in- 
terior minister, Mr Jan Ruml, accused the 


- People's party leader, Mr Josef Bartoncik, of 


having worked with the secret police. A col- 
league, Mrs Vera Bartoskova, a deputy for- 


` eign minister, pulled out of the race at the 
_ last moment without explanation. A third 


People’s party leader, Mr Richard Sacher, 
the interior minister, was accused of protect- 
ing members of his party compromised by 


- their relations with the former regime. 


Civic Forum helped spread these ru- 
mours, even though some of its leaders are 
far from pure themselves: a top Slovak dissi- 
dent, Mr Jan Budaj, has had to resign from 
PAV over charges that he also helped the se- 
cret police. In this climate, patching up rela- 


-tions between the Forum and the Christian 


Democrats may be difficult. 
Two parties the Forum says it will not 


- "work with are the Communists and the Slo- 


vak Nationalists. The Forum was not seri 


ously hoping to keep the Commurtists be- 


low the 5% of the vote in the Czech lands or 


- in Slovakia needed to get seats at all. But ‘it 


was surprised that the communists came sec- 
ond, with 1396 of the vote, giving them 24 
seats in the House of the People. In indus- 


— trial towns in Bohemia, the Communists got 


almost a fifth of the vote. The party survives 
as a possible pole of opposition on the left. 
The Slovak Nationalists got 1196 of the 


. yote in Slovakia, which brought them six 


seats in the House of the People, though 
enough to raise fears of separatism. 


- ]ts leaders themselves say that independence 
-. is simply not on the agenda. 
* A A minority in a minority—Hungarians 


in Slovakia—got together with German- 
speakers and others to form their own coali- 
tion, which won four seats. Not to be out- 
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Slovak National party 6 
Coalition of other 
miniorities é - 


shadow have formed a party, 
which got nine seats. The ma- 
jority of Czechoslovaks, who 
think federalism has already 
gone about as far as it can, may 
be glad to have these separatist 
‘ groups working inside the sys- 
tem rather than out. 
The Forum is now free to 
govern, with nothing to wait 
for and nobody to blame but it- 
self. Economic reform has 
barely begun. Subsidies are to 
go next month on many staple 
foods, on fuel and on public 
transport. A monthly payment 
to each 'Czechoslovak will 
cushion the effect. The first 
privatisations are planned for 
autumn. Full price reform is 
not expected until next year. 
[n supervising the drafting 
of a new constitution, the gov- 
ernment is going to have to de- 
cide if it wants an executive president or a 


philosopher king. What fits Mr Havel may . 


not suit those who come after him. 

As the hard times come, a coalition gov- 
ernment will soften the impression that the 
Forum is installing its own sort of one-party 
government. The Forum is a broad church 
stretching from  neo-Marxists to 
Thatcherites. In the absence of a strong op- 
position, resistance is likeliest to come from 
inside its own capacious ranks. 


The violence that returned to Romania on June 13th was a reminder that the 
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EDU S ; done, Moravians discontented Bulgarian election 
| The shape of freedom with. living in Bohemia's 


Comback 


FROM A SPECIAL CORRESPONDENT IN SOFIA 


NEAST GERMANY, 1696 of che vote; in 

Czechoslovakia, 1396; in Hungary, 1096. 
Across most of Eastern Europe, voters are 
putting communists in the cellar. Bulgarians 
háve just put them back in power. In the 
first of two rounds of voting on June 10th 
the Communists, renamed Socialists, won 
around. 4796 of the vote, well ahead of the 
opposition, the Union of Democratic 
Forces, which got 36%. What makes Bul- 
garia different? 

The Socialists could count on the 
roughly one-fifth of the adult population 
that had belonged to the old Communist 
party. Socialist leaders managed to persuade 
even many non-communists that the main 
obstacle to change had been Mr- Todor 
Zhivkov, the president of 35 years’ standir 
who was deposed by the party last Noven _ 
ber. New men such as Mr Petar Mladenov, 
Bulgaria’s acting president, and Mr Andrei 
Lukanov, the prime minister, convincingly 
presented themselves as opponents of the 
old regime, even though they had both held 
senior jobs in it for years. Nonsense, they 
said, when the opposition charged them 
with changing stripes to save their hides. As 
advocates of multi-party democracy and a 
market economy, they said they wanted to 
transform themselves into middle-of-the- 
road European socialists. 

The Socialists profited also from conser- 
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difficulties of de-communising do not end with free (or free-ish) elections. The 
trouble began after the police dragged anticommunist demonstrators from 
Bucharest's University Square, where they had been sitting for nearly two 


months. Hours later a crowd set fire to police headquarters and briefly forced 
state television off the air. Troops were sent in, and several people are said to 
have been killed. By Thursday morning the government had brought in bus- 
loads of miners and other people to smash opposition to the government. 
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VERY self-respecting city in the Euro- 
pean Community hopes to get rich 
on European integration. But regardless 
of campaigns.to promote, say, Livingston 
in Scotland as "Europe's most logical lo- 
cation [sic]", the cream of 1992 will be un- 
evenly spread. Already in the past 15 years 
the cities best placed to benefit from the 
European market have become relatively 
more prosperous, according to a big new 
study of the EC's 117 largést urban areas". 
The study follows up earlier compari- 
sons of city performance, measured on the 
basis of income per head, unemployment, 
net migration and the supply of hotel bed- 
rooms. The ranking of cities provides no 
great surprises compared with four years 
ago: Frankfurt remains top, followed by 
big cities close to the hub of Europe. The 
bottom of the league has been changed 
only by the new inclusion of Spanish cit- 
ies, which have displaced British disaster 
areas like Liverpool and Sunderland. But 
the studies now cover a long enough pe- 
riod to identify which cities are showing 
improvement and to produce conclusions 
about what makes cities succeed and fail. 


Mr Paul Cheshire, the author of the 


* Paul Cheshire, "Explaining the recent performance 
of the European Community's major urban regions", 
Urban Studies, June 1990. 
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Why Brussels stands above the rest 









study, reckons to have identified 
factors which explain 8096 of the 
change in cities’ fortunes. Since 
ability to benefit from European 
integration is one of these, it is 
not surprising that Brussels has 
improved the most—or that the 
successes are close to the hub and 
the failures close to the rim of the 
EC. But location is not the only 
part of the European ad- 
vantage. Being an admin- 
istrative centre helps, as 
does being large: those 
things have assisted, re- 
spectively, Edinburgh and 






ax 1 Frankfurt 
Birmingham to overcome  |- 9 Brussels 
the geographical disad- 3 Venice 
vantages that have kept | .4 Munich 
back other British cities. Amsterdam 

kis . (pom 6 Strasbourg 
A "big is beautiful 7 Bonn 
theory may seem surpris- 8 Nice 
ing: surely big cities are in | +9 Stuttgart 
decline? But. places like | 10 Florence 
11 Palma 

Frankfurt show the ad- 

12 Hanover 
vantages of having a con- | 43 Düsseldorf 
centration of services, and b vara 
many large cities whose 1 oe 
nemesis was the loss of | 47 uM 
manufacturing now have | 18 Karlsruhe 
no more of it to lose. That | 19 Brighton 


helps explain why, after 





vatism in the countryside, where many vot- 
ers preferred the devil they knew to the un- 
knowns of inflation and unemployment. 
Local officials sketched a frightening vision 
of what might happen to prices, jobs and 
pensions if the UDF won (even though the 
Socialists’ own economic programme was al- 
most identical). 

Voters elsewhere in Eastern Europe 
ave tended to treat Communists as collab- 
orators of a hated foreign power. In Bulgaria 
there is less clash between communism and 
nationalism. Russians are looked on as Slav 
brothers who freed Bulgaria from the Turks 
in 1878. As a counterweight to Turkey, 
many Bulgarians nowadays still look to’ 


Russia. 


The Socialists looked and argued better 


on television than their opponents. By com- 


parison, the opposition politiciaris seemed 
inexperienced and out of touch. As city- 
based intellectuals, they were suspect in the 
countryside. In addition, the UDF is a collec- 
tion of some 16 different parties or move- 
ments, each with its own agenda. Much time 
had to be spent keeping the UDF just from 
breaking apart. It did not have the money to 


. campaign all over the country. 


Big rallies in Sofia, the capital, may have 
deceived the opposition's leaders into ex- 
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pecting a better score. When the results 
came through, the UDF at first cried "foul". 
But the opposition quickly accepted the re- 
sult and withdrew its threat not to take part 
in the second round on June 17th. This is to 
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three decades of decline, PETE 
has stopped losing people-and Jf 

Reliance on old-fashioned in- | 
dustries continues to plague some 
cities. But a bigger disadvantage 
has been over-dependence on a 
port. Roll-on-roll-off ferries and | 
container ships have hurt not | 
only dockside labout but also lox - 
cal processing industries. Thus | 
Bremen and Hamburg have de |. 
clined by comparison with óther 
West German cities. 

What of the 2096 of a 
citys fortunes that Mr 
Cheshire cannot readily 

predict from its circum- || — 

iE This calculation - || 
shows the extent to which - 
towns can control their E ; 
own destinies. Places like i - 
Glasgow, Bologna add ||-— 
Rotterdam did far better J 
than their attributes I| - 
would imply; all have re- } - 
cently had local adminis- “| 
trations with well thought f 
out revitalisation pro- 
grammes. Rottenly co- || 
ordinated London: came , 
third from bottom of the | 
league when its perfor- 
mance was compared with | 
its general circumstances. | - 
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decide some 84 of 200 constituency seats - 
not won outright. Another 200 seats were © 
apportioned according to the share of the 
votes. ' 

The upr will be a strong, opposition in . 
parliament, if it holds together. The mi | 
ists want to form a coalition with it 
most of its member-parties are hb 1 
In opposition the UDF would work with the — 
Movement for Rights and Freedoms led by ` 
Mr Ahmed Dogan, an ethnic Turk. Ethnic ^ 
parties are not allowed in Bulgaria, so there — 
is no allusion to Turkish rights in the parry aa r 
name. The bulk of Sou sImor eo T: 


Dogan's party. 
As elsewhere, the government villa now | 
have to tackle Bulgaria's economic 
lems. Debts are due to foreign banks. Flesh : | 
must be put on the government's somewhat 
abstract plan for market reforms. A nee 
constitution must be drafted. On top ofthis; 
the, government will have to learn to live 3! 
with extra-parliamentary opposition. Sev- _ 
eral hundred students at Sofia University — 
this week began a protest against alleged — 
cheating in the election. The students are no 
likelier than those in next-door Romania to .— 
be able to overturn the result 
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HE path of green virtue never did run 
true. Over a decade ago Sweden decided 
preserve its three large rivers in the north, 
pe than develop them for hydroelectric 
. power. Nuclear power was seen as an alter- 
- native to more dams. Then came Three Mile 
ood and a national referendum commit- 
- ted the country to phase out nuclear power. 
— After Chernobyl the Swedish parliament, 
, easily chose the final date of 
1 2010, and—less easily—the starting point of 
-.. 1995. Two years ago, rather on 
_ the spur of the moment, Swe- 
den became one of the first 
T countries to announce that it 
- would stabilise emissions of 
_ global-warming carbon dioxide 
- at current levels by 2000. 
| Such wholehearted virid- 
ity implies large increases in 
the real price of electricity— 
- partly in the 1990s, but mainly 
after the turn of the century. 
- Because Sweden's electricity 
p are low by European 
- standards, many manufactur- 
p would lose an export ad- 
vantage: they compete mainly 
with Japan and West Germany, 
where prices are already high. Some indus- 
trialists are therefore threatening to move 
- elsewhere if policy does not change. Low 
- power- prices have also encouraged the 
- growth of energy-intensive industries—for- 
_ @st-products, chemicals, basic metals— 
which would be badly hit. 
[i Now the governing Social Democrats 
are having second thoughts. Last autumn 
F, the prime minister, Mr Ingvar Carlsson, set 
up a committee to defuse a damaging quar- 
— rel over energy policy among its supporters 
m the labour movement. This movement, 
an uneasy coalition of industrial workers, 
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public-sector workers and the clients of the 
welfare state, is deeply split on the issue. So 
is the Social Democratic party. 

Two members of the committee came 
from the government (the prime minister 
and Mrs Birgitta Dahl, the environment 
minister) and two from the trade unions (Mr 
Stig Malm, chairman of the unions' orga- 
nisation, and his deputy, Mr Rune Molin, 
who subsequently became industry minis- 
ter). Last month they proposed that the car- 
bon-dioxide ceiling should be 
abandoned. That would make 
it less painful to phase out nu- 
clear power. 

Mr Carlsson now wants to 
talk to the leaders of the other 
parties, to try to decide where 
to go next. He will find some 
convoluted prejudices. The 
Conservatives first proposed 
the carbon-dioxide ceiling and 
are pro-nuclear; the Liberals 
are less anti-nuclear than the 
Social Democrats; the Centre, 
Greens and Communists are 
fanatically anti-nuclear, but 
equally keen on the carbon-di- 
oxide ceiling. Chernobyl rein- 
forced popular Swedish hostility to nuclear 
power: recorded telephone announcements 
regularly provide caesium levels, which are 
still high, in vegetables and fish. 

One ingenious solution may be to try to 
increase the amount of electricity generated 
from biomass. A large reform of agricultural 
policy has just been announced: price sup- 
port is to be phased out, and replaced partly 
by payments to farmers to manage their land 
in environmentally friendly ways. What 
could be more friendly, ask farmers, than 
growing biomass for power generation? 








Schengen agreement 


Jeux sans 
frontières 


FROM OUR BRUSSELS CORRESPONDENT 


HE part of the European Community's 

1992 programme that has always looked 
most likely to flop is the abolition of frontier 
controls on people. Europeans yearning to 
move free will therefore be watching with 
concern the fate of an accord to scrap all 
mutual border controls that will be signed 
by France, West Germany, Belgium, Hol- 
land and Luxembourg in the village of 
Schengen on June 19th. 

The Schengen five were due to sign last 
December, but West Germany pulled out at 
the last moment when the others would not 
agree to include East Germany in their fron- 
tier-free zone, Now they will. West Germany 
has given assurances that before the agree- 
ment comes into force, probably in January 
1992, East Germany's external frontiers will 
be tightened and its visa requirements will 
be brought into line with West Germany's. 

Another problem in December was that 
West Germany's Free Democrats (junior 
partners in the governing centre-right coali- 
tion in Bonn) worried that the Schengen In- 
formation System, a huge computer 
database, could harm civil liberties. This 
would allow police forces to swap informa- 
tion on suspects, as they would no longer be 
able to stop them at frontiers. Belgium had 
no laws to protect individuals against abuses 
of computer data. It has now promised to 
plug the gap. 

To reach agreement, each of the 
Schengen five has had to make concessions. 
The other four have agreed to let Holland 
keep its liberal drug laws. France has been 
allowed to prevent foreign police from mak- 
ing arrests on French soil, though it will al- 
low pursuit over an unlimited distance s 
that its own police have time to arrive. Th. 
other four will limit the right of pursuit and 
arrest to a set distance from borders. 

The rest of the Community will find it 
hard to catch up by 1992. Much work still 
needs to be done on a convention to 
harmonise visa policy and procedures at the 
EC's external frontiers. Then a group of 
home-ministry officials must agree on prin- 
ciples of police co-operation for matters like 
intelligence-sharing and hot pursuit. The 
customs services are working on a protocol 
that covers ways of dealing with drugs and 
guns. And governments have to agree how 
to redesign airports so that all passengers ar- 
riving from outside the EC would face pass- 
port controls, even if they were in transit to 
another EC country. 

Italy has applied join the Schengen 
group. Spain says it will apply and Portugal 
is likely to follow. They will be welcomed so 
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ach volume in this new 

A4 regional series gives a 
comprehensive guide to the 
economies of the region and the 

| issues which affect them. With 

| up-to-date facts, figures and. 

. analysis, the volumes provide a 
complete overview of current 
|. regional issues before discussing 

| each country separately. 





REGIONAL ISSUES: 
Each region's political and 
economic performance is — 
assessed in a series of detailed 
articles by specialist writers on 
the area. The articles 
concentrate on issues that have 
particular relevance to the 
region's business and political 
prospects in the next few yeai 

























THE EUROPEAN COMMUNITY 

Vol E: Belgium. Denmark. Ireland, 
Luxembourg, Netherlands, UK, W. Germany. 
Vol H: France, Greece, Italy, Portugal, Spain. 


Regional Articles: 

Vol E: The Evolving Community 
What will 1992 mean for Financial Services? 
The Agricultural Policy of the EC — f 
The EC and the Environment ; f 
The Changing Face of Telecoms =f 
Vol I; Fortress Europe: The Right Way — 
Forward? | 
Mergers, Acquisitions and the Community 
Can Regional Policy Cope with 19927. 
Unemployment. — the Forgotten Issue. 
Textiles: 1992 and Beyond — April 1989 


LATIN AMERICA 
Argentina, Bolivia, Brazil, Chile, Colombia, 
Ecuador, Mexico, Peru, Venezuela. 


Remonal Articles: 

The New Democracies and the 
Constraints of History 

Pursuing Prosperity in the 1990s 
The Fight for a Share in World Trade 


Drugs in Latin America ~~ — pt A The Asean Organisation — -W he ere 
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The Amazon — conflict aver the environment — iT October 1989. T 
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COUNTRY STUDIES: 


All countries covered in each 
volume are discussed | 
separately, with data from an 
extensive range of national ai 
international sources organis 
ihto a coherent and sta inda 
format.. 


















































REGIONAL 
INFORMATION: 


Regional organisations dnd . 
issues are discussed as they” 
affect the individual econom 
of each country. Tables of ke 
economic indicators show, a 
glance, the relative 
performance of all countries 


— CHINA, JAPAN AND THE ASIAN NICS: 
2 China, Japan, Hong Kong. Macau. Singapore,” 
«south Korea, Taiwan. 






Regional: Articles: 
pea Where next for the NICS? 


d China — the implications 
of Tiananmen Square 


| * Japan — the prospects forsustained growth? -> 
* South Korea and Taiwan — is political refor 
inevitable? xi 


ae Hong Kong and Singapore — a tale of two 
city states. 
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. The Schengen five worry that Europe's - 







n North Africans without visas. 








ge will take some persuading before they 
n their borders. Britain claims that the 
le European Act's s reference to "the free 
ement of persons' ' applies only to EC cit- 
, $0 it wants the right to check all non- 
itizens arriving from EC countries. Cun- 
, this, because it means that all Ec 
ens must be checkable too. Greece, Ire- 
and Denmark take the same line, 
igh less vehemently than Britain. —— 

Britain X: ian — rules 











NCE Mr mos Delors, 

'the president of the Euro- 
ean Commission, launched — 
€ at leEC'sconstitu- — , 
! the start of the year, he. ( 
as kept quiet. He did not want - 
he commission to be seen as . 






Dublin summit of June 25th-26th, he is 
reparing to unveil his plan for reform. 

< His proposed. European constitution 
bears.a striking resemblance to that of- 


tate”, 
president does. Mr Delors sees the com- 
mission as an embryonic executive, re- 
ponsible to both the European Comal: 
o the European Parliament. The French 
ty, to the president and to parliament; 
eakest in Europe, with very limited abili- 


ode led ee upon General de 
i MD : coni fection. 


1 Europe, ay Sapna and Japan F He’ 
end at he believes tok 
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ernal fron- © 


nderbelly could let in too many illegal ^ — tie l 
igrants. Italy would no longer beableto | as th 


But four countries on the Community's, — 40! 


; pi o | 





OO assertive. But in the run-up to the 


‘rance’s Fifth Republic. The European - 
Council (the summit of EC heads of gov- ° 
: ernment) would be a collective “head of 
| setting grand strategy for foreign 
and economic policy, rather as the French : 


overnment, too, has a twin responsibil- 
and the French parliament is one of the 


; to propose laws. So Euro-Mes will not. 
discover that the Delors sys- 
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Mr Delors would ae dé 
European Council set the broad 
strategy of a common foreign 
policy, while the council of for- 

< eign ministers would take deci- 
sions. Who would actually run 
EC TER policy? Mr Delors proposes nei- 
ther the commission, nor an inter-govern- 
. mental organisation, but a compromise. 
. He would transform Political Co-opera- 
: tion. into a division of the Council of Min- 
 jsters' secretariat—the body in Brussels 
which ensures that decision-taking by the 
member-states runs smoothly. This would 
, shift the work of drafting joint foreign pol- 
icy from home-based diplomats to those 
- whom governments send to Brussels for 
: EC business; they are often readier to com- 
^ promise on national interests. —— | 
: The commission would come along to 
the foreign-policy meetings. But while in 
normal EC business the commission has 
the sole right to make proposals, in for- 
eign policy it would share that right with 


the member-states. The commission and 


the council of foreign ministers would also 
- jointly put the agreed policy into effect. 
The Delors idea that will grate most 
with many national governments is the 
suggestion that the need for unanimity 
should be abandoned in a few areas of for- 
eign policy. The commission says one or 
. two countries should not be allowed to 
block an Ec policy on human rights, or on 
matters with a heavy economic emphasis. 
The Delors plan for foreign policy is 
likely to appeal to several governments, 
including West Germany's, and to the of- 
, ficials who run the council secretariat and 
Political Co-operation. There is little en- 
 thusiasm for giving foreign policy to the 


commission or—as Britain wishes—keep- : 
` ing it outside EC institutions. - 


from tip-offs, systematic doe checking is 





orth hee ober reasons, dp 
s. for terroris, guns and | 


not indispensable. And the government 
could trawl for illegal immigrants whenever 
they come into contact with the state—at 
the doctor's, say, or through the social-secu- 
rity system. But the unpalatable logic of this 
argument is that Britain should introduce 
identity cards. As for guns, the commission 
hopes to get an agreement later this year on 
a directive to harmonise rules for the posses- 
sion and transport of firearms. But for that 
to do anything to allay British fears, France 
and Belgium would have to tighten their lax 
laws. Even if Schengen succeeds, the com- 
mission will still have to grapple | with mad 
dogs and Englishmen. 
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The other. sain element in Mr | 
Delors’s plan is the way he suggests tack- | 
ling the Community’s so-called "demo- | 
cratic deficit". He takes a hard line on the 
European Parliament. He would guard the 
commission's monopoly of the right to 
propose legislation, denying the Stras- 
bourg assembly a power that some mem- 
ber-states would give it. He would let the 
parliament approve the new president of 
the commission (on a proposal by the Eu- 
ropean Council); but he would not give it 
the power to sack individual commission- 
ers, since he believes the commission's | 
| 
| 
| 


responsibility should be collective. 


One of the Euro-MPs' main demands is 
that, if the Council of Ministers and the 
parliament cannot agree on a law, both 
sides should have to sit down and work 
out a compromise. The annual budget is 
already settled by such a "conciliation 
procedure". Mr Delors rules this out, feel- 
ing that it would allow parliament to slow 


. down laws. Instead he proposes to rejig 
the existing "co-operation procedure" in 


the parliament’s favour. 

At the moment, if the commission ac- . 
cepts a parliamentary amendment to a - 
draft law, the council can overturn the 
amendment only by unanimity. But the 
amended text does not pass into law un- 
less, within three months, the council - 
votes in favour by a "qualified" majority 
(which means that a combination of two 
big countries and.one little one can block 
it). Mr Delors proposes that at the end of 
the three months the text would automat- 
ically become law, unless a simple majority 
of the council voted against it. 

During the last round of treaty revi- 
sion, five years ago, all members except 
Britain and Denmark backed this idea. 
This time it stands a good chance of get- 
ting through. Such a reform would still © 
leave Strasbourg eating out of the com- © 
mission’s. hand: the parliament would . 
have no power over legislation unless the - 
commission accepted its amendments. - 
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——. A LEGENDARY RAILROA 
». MARE HISTO! 





The Union Pacific Railroad is not just 

a company, its a call to the consciousness 
of a nation. Created by Abraham Lincoln's 
signing of the Pacific Railroad Act of 1862, 
it laid tracks across a wild continent from 
Omaha, Nebraska to Promontory, Utah, 

-where it met the Central Pacific coming 

-from the sea. A golden spike marked the 
birth of America’s first transcontinental 
railroad. 





SETTLED THE 
AMERICAN WEST 

Union Pacific settled the American 
West, carrying hundreds of thousands 
of pioneers into the world of wide open 
spaces. It made history then, and it's stil/ 
making history: today it is one of Americas 
most progressive railroads, with 37000 km 
of track in 20 states, 30,000 employees, 
and a reputation for far-sighted thinking in 
every area of its operations—including its 
remarkable communications network. 


NATIONWIDE 
NETWORK 

Union Pacific owns a private voice 
and data communications network, one of 
the largest in the world. Covering tens of- 
thousands of miles nationwide and func- 
tioning as the railroad's central nervous 
system, it is extremely sophisticated and 
absolutely crucial to the company’s suc- 





The global computer &. communications company. 











cess. Which is why, when Union Pacific 
recently decided to upgrade the network, 
it turned to Fujitsu. 


TOP COMPUTER AND 
COMMUNICATIONS MAKER 


Fujitsu is one of the world's top com- 
puter and telecommunications makers, 
with 100,000 employees, annual sales of 
$18 billion, and projects completed in a 
hundred countries. A high-tech giant that's 
a major force in the global information 
revolution, Fuitsu gave Union Pacific 
a multi-nodal integrated voice and data 
communications system that is the next 
generation of business telecommunica- 
tions. The system will boost productivity, 
upgrade customer service, and help the 
railroad keep making history—by helping 
it be what it has always been: a living 
legend that knows where the future is. 





Jim Merrick of Union Pacific talks to Jay 
Schrimpl of Fujitsu before the Fujitsu F9600 ISDN 
switching system. Union Pacific recently purchased 
a number of such systems, one of the most 
advanced in the world, to function as node points 
in its nationwide communications network. 
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In days gone by, airline tickets were issued manually: a tedious, timi 
consuming affair. Today, we've revolutionised the process. Our 
computerised reservation and ticketing system is on a par with that of the 
world's leading airlines, allowing us to make your international reservations, 
confirmations and connections with just a keystroke. 


Hi-tech ticketing by gracious, attentive counter staff now ensures that all 
your travel arrangements are efficiently made in minimal time. 


KUWAIT AIRWAYS | 
The Challenge and the Change 





T HAS been a momentous change. Information 
technology is no longer a business resource; it is 
the business environment. Most white-collar work- 
ers now have computers on their desks. By 1995, 
predicts the Institute for the Future, a Californian 
think-tank, 90% of American white-collar workers 
will have a screen. In a generation or two electronic 
tail, electronic databases and, no doubt, one or two 
computer tricks as yet unimagined, will be as ubiqui- 
tous, and as taken for granted, as the telephone, the 
mailbox and the book today. But getting from here 
to there promises to be a wild and wonderful ride. 
Perhaps the hardest problem posed by informa- 
tion technology is that it is so flexible. Computers 
can be programmed to do all sorts of things. AL 
ready they are adding up payrolls, storing data on 
. crop pests, helping design electronic circuits and ad- 
 vising motor mechanics on how to fix the latest 
model. As individual. computers are increasingly 
linked together over communications lines, the ma- 
chines both send messages and act as a sort of collec- 
tive memory to record and analyse who said what to 
whom, when. Increasingly, the right question to ask 
about computers is not "What can the machines 
do?" but "What do we want them to do?" 
So far, a generation of automation has evolved 


^ three broad answers to that question. Each presents 


"its own opportunities and creates its own problems. 
They are: 

€ Productivity. By replacing people in routine jobs 
. With machines doing the same work, companies can 
cut their wage bills. Unfortunately, planned-for pro- 
ductivity improvements have a nasty habit of failing 
to materialise. 

e Competitive advantage. By building informa- 
- tion technology into their products, companies can 
fluence their customers. So American Airlines 


The ubiquitous machine 


JFORMATION | TECHNOLOGY 


automated travel agents, and by so doing made it 
easiest for the agents to buy seats on its flights rather 
than its competitors’. American Hospital Supply 
put terminals on the desks of hospital adminis- 
trators to help them purchase its potions. But com- 
panies are quickly learning how to blunt the com- 
petitive impact of rivals’ information systems— 
often simply by joining with others in the industry 
to copy them. 

e Responsiveness. Information technology en- 
ables many companies to deliver a more customised 
product faster than the old-fashioned way of doing 


things. McGraw Hill will this autumn offer profes- 


sors the chance to create textbocks tailor-made to 
their courses by choosing individual chapters from a 
database of texts on topics like computer science 
and accounting. Information technology also en- 


ables firms to build up a company-wide encyclope- 


dia of their customers’ likes and dislikes. And that 
raises a vision of a sort of corporate utopia—the 
“learning organisation”, which uses technology 
ceaselessly to refresh its knowledge of its customers’ 
wants and to devise new ways of satisfying them. But 
while many have been inspired by this vision, none 
has yet worked out in detail how such perpetual- 
learning machines will overcome human inertia, 
sloth and bureaucracy. — 

Setting broad goals for the use of information 
technology has always been easier than reaching 
them. Part of the problem is that the technology it- 
self keeps moving the goal posts. Some of the big- 
gest recent goal-post movements have been brought 
about by huge declines in the price of technology. 

Never mind how many supersonic Volkswagens 
could fit on the head of a pin if the price, size and 
performance of cars had changed as quickly as those 
of computers. The real consequence of cheaper 
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on them. Machines ate instead going to work along- 
side humans— typically in one of three roles. As as- 
sistants, computers do boring, routine work, like 
adding numbers, editing documents or preparing 
dossiers of information from databases. As advis- 
ers, the machines store and search huge quantities 
of information to provide facts and advice on every- 
thing from maintaining aitcraft engines to plant dis- 
eases. And as communicators, they spread in- 
formation across companies and countries. 

It is as communicators that the effect of com- 
puters is likely to be felt most strongly over the next 


decade. Now that it is economic to put a terminal on - 


every worker's desk, wiring those terminals together 
creates new communities of knowledge. If they want 


to, everybody can see everybody else's work as it is - 


done. Though few will carry things to this extreme, 
easier access to information can have a revolution- 
ary effect on organisations. Mr Paul Strassman, for- 
mer head of data processing at Xerox and now a 
business academic, reckons that many organisations 
spend most of their time and energy on internal 
communications. Why should: they continue to 
work so hard passing around buckets when they can 
now all dip straight into the same well? 

Take two small examples of the sorts of things 
which the newly ubiquitous computers can do. A 
company marketing brand-name consumer goods 
now uses computers to help local managers react 
quickly to local market opportunities. If that man- 
ager wants to organise, say, a promotion, the com- 
puter shows him what inventories are available 
(from the warehouse computer) and helps him to 
co-ordinate delivery of product and promotional 


material (with the shipping computer). A container- 


shipping company, by contrast, uses its new system 


to put its salesmen a step ahead of the competition.. 


Before a salesman calls on a prospective client he 
summons up on his laptop computer a briefing on 
the client's past shipments. The briefing also pro- 
vides any news garnered from the grapevine about 
what discounts or other temptations competitors 
might be offering the client, plus advice from re- 
gional headquarters on how to fight back. 

The Carnegie Group, a firm of consultants in 
Pittsburgh which is involved in state-of-the-art 
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word ' "disinterta di; de dsiribe ihe ie impact 
many of its systems. Instead of Joe asking Sally to ask 
Fred to get a certain piece of information from 
George, Joe gets it straight from the computer, 
where George left it. At some companies cutting 
Sally and Fred out of the line of command also puts 
them out of a job. But at most firms something far 
more interesting and complex is happening. 

When the agricultural revolution in the nine- 
teenth century enabled a few men to produce what 
had previously required a nation, the v 
was not converted en masse to live í f leisure. In- 
stead it invented disposable income and new “ne- 
cessities" to buy with it—like fac le 
cars and television. So some information workers 
who find machines providing the answers will sim- 

















| ply find new questions to ask. As one manufactur- 
-ing executive complains, only half-jokingly: "we've 


automated our payroll clerks out of a job four times 


‘A already—and now they are “compensation consul- 


tants’ earning 50% more than we paid them as 


clerks.” 


One of the side effects of installing A E 
technology is that it gives information workers an 
unprecedented view of how their organisation 
works—and thus suggests new ways of working 


within it. As Miss Shoshana Zuboff of the Harvard 


Business School pointed out in her book, “In the 


Age of the Smart Machine", -mechanisation makes 
it harder for employees to understand their work. 
Instead of a roomful of people, the industrial revolu- 
tion put workers alongside machines with levers 
that clunked up and down. They could not ask the 
machines questions or look inside—and even if they 
could work out what the machine was doing there 
was little they could do to change it. Information 
technology, Miss Zuboff argues, has the opposite ef- 
fect. Once a person gets over the initial shock of 
things happening intangibly behind the screen, it is 
easy to deduce the logic of a computerised process, 
and to use the technology as a window on the orga- 
nisation as a whole. | 

One British insurance giant had this lesson 
brought home to it in an unexpected way. lt in- 
stalled a computer system to speed the processing of 
claims. Unfortunately, the system came to a near 
halt, deluged by a flood of claims. The problem, it 
turned out, was that clerks had quickly discovered 
that the system had rules built into it to weed out 
dubious claims—so asking it to decide on a dubious 
claim was much easier than asking a supervisor or 
fumbling through obscure rulebooks. This extra 
volume flooded the system. A relatively easy tech- 
nical fix unclogged the computer. But managerial 
conundrums remain: if the computer can adminis- 
ter rules for checking claims, part of the existing 
staff is doing useless work. But which part—those 
writing the rulebook or those using it? And how 
should their jobs be reorganised? | 

Such surprises can give managers an unprece- 
dented opportunity to create a new breed of “self- 
aware" corporations in which all work together to 
assess weaknesses and to create and teach the new 
skills needed to overcome them. They also wreak- 
havoc with the best-laid plans of managers installing 
information technology. But from the: confusion’ 
springs a wealth of CRPOIEIDDES 






























Often the key to success is to sit back and ask 
he simplest of questions. "What would make our 
customers happiest?" : 
ployees happiest?” Too few organisations do this. 
Instead they typically reason something like: “Com- 
puters are good; computers typically do such and 


such; therefore we will be better if we use computers 


to do such and such” —which is a recipe for expen- 


reap the benefits of new technology, companies 
must create new organisations, doing new things in 
new ways. That means questioning the day-to-day 
traditions of centuries of business. | 

: Mr Michael Treacy, an E ROE P E 


E consulant, tells an instructive tale about Ford's ef- 


> forts to reduce the number of paper-shufflers. What 
seemed at first to be a mundane efficiency campaign 
became a challenge to Ford's long-established ways 
of doing business. Ford employed about 500 people 


to order components, receive the parts and pay sup- 


pliers. Mazda, a Japanese carmaker with which Ford 
has formed an alliance cemented by a 2596 


shareholding, did the same job with less than 100. 


An elaborate automated system cut Ford's order- 
shufflers only to about 400. So Ford's folk took a 
harder look at Mazda. Mazda, Ford discovered, had 
fewer computers than Ford. Its secret was that it did 
not wait for invoices from its suppliers. When goods 
arrive at the loading dock, a warehouseman waves a 
bar-code reader over each box. That single action 
enters the parts into inventory, updates production 
Schedules (if necessary) and sends electronic pay- 
ment to the supplier. 

. This seemed a bit like magic to some of Ford's 
managers. They had viewed invoices as a capitalist 


essential like double-entry book-keeping. Once 


- shown the trick, the possibilities for boosting effi- 

ciency by eliminating the complications of matching 
L^ parts and invoices seem obvious. But tapping these 
efficiencies requires changes in the way people 
work: close relations with suppliers, a warehouse 
that can talk directly to the finance department and 
workers who adapt happily to new ways of doing 
things. Ford is working on all those, and it hopes 
within a few years to institute payment on receipt 
worldwide. 

-Creating such change is hard; creating it with 


| information technology is harder still. Though com- 


` puters have become catalysts of change for western 
companies, it is not a role to which they are com- 
pletely suited. Information technology is expensive 
and complicated. It introduces new ways of getting 
things wrong. British banks, for example, first 


organised their automated systems by account num- 
ber because that is how transactions are recorded. 


Now, however, they want to reorganise their sys- 
tems to work by customer name to provide more 
sophisticated services and marketing. One bank, 
which peeters to > emain: nameless, calculates that 





“What would make our em- | 





| Now for something completely different 


RODUCTIVITY, competitive advantage and . 

 responsiveness—all three visions of automation - 
have created both successes and failures. But they. 
are increasingly united by a common theme. To 





sive disaster. The encouraging realisation for many 
of those independent-minded enough to ask simple 
questions is that information technology can make 
many of their wishes come true. The snag, however, 
is that all involved must first agree on what they 
want, and how they are willing to change in order to 
get it, That is the challenge of the information revo- 
lution. To see how companies are coping, read on. 


reorganising all of its. systems will réquire about five 
years and cost nearly £1 billion ($1.7 billion). 


More daunting than the technical EGER E to 





successful automation, howevet, are the organi- 
sational ones. Information technology throws à 
searchlight on the most uncomfortable question 
any organisation can ask itself: what should be each 
worker's responsibilities? Worse, each successful 
application of the technology changes the answer. 
Mr N. Venkatraman, who studied the impact of 
information technology on business as part of the 
"Management in the 1990s" project for the Sloan 
School of Management at the Massachusetts Insti- 
tute of Technology, reckons that there are five 
stages to the exploitation of information technol- 


_ogy. Each creates different opportunities. 


€ Automating existing jobs. Jobs within a com- 
pany are automated, typically to boost productiv- 
ity—eg, by installing a computerised accounting sys- 
tem. Little changes but the number of people and 
the capital costs of doing business. 

e Electronic infrastructure. Islands of functional 
automation. are linked together. Nothing has to 
change in order to create ways of sharing informa- 
tion between all of a firm's computers. But without 


change there is usually little economic incentive to - 


overcome the inevitable technical incompatibilities 
and to battles over who does what. That incentive 
typically comes bundled up in one of three other 
sorts of change: 

e Business-process redesign. Just as Ford found it 
could do away with invoices, computers. enable 
things to be done in new and more efficient ways. 
€ Business-network redesign. Creating links with 


- people like 
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mated systems simply reinforce that central control. 


suppliers and customers not only creates new 
opportunities for changing business processes, it 
also changes the balance of competition. 
e Business-scope redesign. As part of the process 
of self-improvement, information technology en- 
ables some companies to move into new businesses. 
Merrill Lynch’s cash-management account, for ex- 
ample, put the firm into competition with banks by 
each day sweeping the cash balances of brokerage 
accounts into interest-bearing securities. 

Each step changes jobs. Putting a design engi- 
neer on to a computer-aided design system (CAD) 
changes the way he works. His work changes again 


when that CAD system is linked to manufacturing. 


And yet again when the newly integrated computer 
system is linked with similar systems at its suppliers. 
Part of the change is personal. The engineer may 
miss the feel of drafting paper, or rejoice at an end 
to ink smudges. But many of the most confusing 
changes concern the engineer's relationships with 
his fellow workers—both inside his company and 
out. 


School notes in a shrewd book, “Up and Running”, 
the same basic technology can promote either 
centralisation or the opposite, decentralisation.. 
Automating a process captures a pool of informa- 
tion—such as a record of sales or a history of inven- 
tory levels. Viewed from the top of the organisation, 
this information gives bosses an unprecedented 
ability to look over the shoulders of their subordi- 
nates, and to centralise decision-making. But giving 
the same information, packaged slightly differently, 
to front-line workers can act just as powerfully for 
decentralisation by giving them a bird's-eye view of 





their work previously available only to their 
superiors, Ea 


ing the style of automation to a particular 
and task is one of the hardest challenges 





facing today's managers. For some companies the 


basic choice is straightforward, though challenges 
remain in the implementation. Fast-food restau- 
rants—who employ inexperienced, uneducated 
workers to do routine jobs—have long traditions of 
centralised control. At McDonald's just about ev- 
erything an employee does, from how he greets a 
customer to the order in. which he puts the food 
into the bag, is laid down by company policy. Auto- 


As Mr Richard Walton of the Harvard Business | 


_ or intrusive? How about all those 


ence bela on the odes MES employ m 
cated, responsible adults (well, mostly) and thus re- 
quire a decentralising approach to automation. 

Most companies fall somewhere in between. 
They often end up using automation to centralise 
control over some parts of an employee's job and 
decentralising others. Though often neither de- 
cided nor presented as such, each new computer sys- 
tem is in effect a statement of priorities. In appor- 
tioning work between man and machine, a 
company tells its workers which skills it values in its 
people. Identifying those core skills is hard. It is also 
sometimes painful for employees who suddenly dis- 
cover that they are not loved for the reasons they 
thought they were. But setting priorities is only half 
the challenge of successful automation. Companies 
must also learn to build computer systems that can 
enable workers to do their redesigned jobs more 
comfortably. 

Both challenges are hard. Take the example of 
Mrs Fields Cookies, which in 1989 sold $130m- 
worth of chocolate-chip cookies from shops around 
the world. 

Mrs Debbi Fields, who founded the first cookie 
store in 1978, oversees the over 400 stores now in 
her empire from Park City, a ski resort in Utah, to- 
gether with her husband, Mr Randy Fields. Over 
the past few years they have installed an elaborate 
automated system to manage the stores. The idea is 
that the system should take over many of the admin- 
istrative, number- and policy-geared tasks, leaving 
store managers free to concentrate on. peoplecori- 
ented jobs like selling and creating a pleasant envi- 
ronment in the store. So the system monitors 
hourly sales and plans hourly production. It handles - 
accounting and stocks, and it administers personnel 
tests for hiring. Through voice mail and electronic 
mail, store managers are also encouraged to talk di- 
rect to Mrs Fields and she to them. . = | 

Whether this system is controlling or enabling 
depends on each store manager's personality. Those 
that had enjoyed the administrative part of their 
work presumably felt crushed; those who: preferred 
the people side, liberated. But even for those in tune 
with the basic thrust of the system, questions re- 
main over whether or not the detailed division of 
labour between man and machine is viable. Is the 
presence of the system's supervising eye t 






















from Mrs Fields? Can store manager: really create 
the "right" environment with the system’ s strong, 
centralised influence on hiring? The jury is still out. 
Mrs Fields Cookies has not made much money re- 
cently, and a recent reorganisation, in which Mr 
and Mrs Fields stepped back from day-to-day opera- 
tions, adds to the uncertainties. 
In meeting the challenges of automation, each 
mpany must rely on three sets of skills: engineer- 





Help wanted 


SIGN said to hang in 1BM’s Tokyo office sums 
. up the capabilities of computer technology. It 
pearls: 


|| IBM: FAST, ACCURATE, STUPID 
MAN: SLOW, SLOVENLY, SMART 





. One of the most common mistakes about comput- 
ers is the impression that a machine which can cal- 
culate pi to several thousand decimal points in the 
twinkling of an eye must somehow be cleverer than 
the average toaster. And the most common manifes- 
tations of that false impression are attempts to put 
computers in charge of people. Changes in technol- 
ogy and economics now allow men to put comput- 
ers in their place. 

Around 1970, when a computer cost several 
times the combined annual salaries of a typical ac- 
counting department in a medium-sized company, 
there was little choice but to organise work to make 
the most of this expensive asset. Now that similar 
computing power càn be purchased for less than a 
clerk's holiday pay, there is no excuse for doing so. 
Computers make bad taskmasters, and researchers 
are creating technologies which enable them to be 
better assistants. That means building systems 
which are both flexible and easy to understand. 

The history of attempts to automate computer 
programming shows the challenges and progress. In 
the late 1960s researchers were confident that com- 
puters could quickly be taught to program them- 
selves, given a broad description of the task to be 
accomplished. (This was also the age of the "Gen- 
eral Problem Solver”, an artificial-intelligence pro- 
gram which hoped to solve any and all problems 
that could be posed in logical form.) By the early 
1970s researchers had discovered their error. Many 
problems could not comfortably be stated logically. 
Programs which, like the General Problem Solver, 


| tried to search methodically through all possible so- 


| lutions to logical problems often required a few mil- 
. lennia of computing to find answers. 


~ Some boffins decided that the way ahead lay in 


building assistants rather than gurus. Two young re- 
searchers at the Massachusetts Institute of Technol- 


ogy, Mr Charles Rich and Mr Richard Waters, de- 


cided to build such an assistant for computer 


programmers. Called the "Programmers Appren-. . 
tice", it would help programmers rather than ree | 
place them. Like an efficient secretary, the machine 


would suggest ways of coping with familiar prob- 


lems, point out incoónsistencies in the work and gen- 
itself useful. This n new tole, how- 
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ing the technology (veins he machines to work), 
managing the technology (getting machines to work 
with people) and managing the organisation (get- 
ting our people and machines to work more effi- 
ciently than their people and machines). Twenty 
years ago just getting computers to work was a chal- 

lenge, and companies rightly stressed engineering 
over management. But the priorities are shifting. 


Look at each skill in turn. 





ever, required a different approach to design. To 
work with people, the computer's ability to explain 
what it was doing became as important as its ability 
to do the job. 

Messrs Rich and Waters have not always found 
it easy to give their creation the ability to explain 
itself. Two ideas have helped. One is that the system 
should be organised around a collection of “cli- 
chés". The phrase “quicksort” describes com- 
monly-used procedures to programmers in much 
the same way that "sauté" works as a shorthand for 
chefs. Because it is part of the human programmer's 
vocabulary, a phrase should also be part of his me- 
chanical assistant’s. As well as sharing the human’s 
language, it should also be able to share his thought 
processes, That means that it should at least be able 
to explain its workings in the sort of "if... then" 








rules that humans understand —even if its actual E 


workings are more arcane. 

Several developments make it easier t for such 
ideas to be adopted in a variety of systems. One is 
simply that there are a lot more clichés around than 
there used to be. With each year that goes by, more 
technical problems in computing get solutions that 
an expert can refer to in shorthand, and take largely 
for granted. Many are also understood by the non- 
technical. While x.400, the worldwide electronic- 
mail standard, might not be a phrase on everyone's 
lips, most people now understand what is meant by 

“word-processor”, "spreadsheet" and "database". 
And they can use those tools as an entrée into more 
complicated systems. 

Meanwhile, some of the more complicated sys- 
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Dumb machines 




































































































































The ghost in the 
machine can be 
tamed, with a bit 
of common sense 


: come irrelevant. 


» companies are organising he machines 


to do j just that. Huge databases are stored on main- 


frames. Smaller databases reside on minicomputers, 
which also provide serious computing muscle for 
heavy jobs like running computer models of bridges 
or markets. But people gain access to such big ma- 
chines through desktop personal computers which, 
helped by easy-to-use graphical interfaces, can hide 

e complication of composing a query for a 
database or of analysing the results of a computer 
simulation. 

Better still, computer technology itself has be- 
come more predictable. Relational databases, com- 
mercialised in the 1980s, are much less fussy about 
how their data are organised. Such capabilities, had 
they been available when banks first automated in 
the 1960s, could have saved many pin-striped folk 
the pain of discovering that questions concerning 
individual customers could be excruciatingly hard 
to answer on databases organised by account num- 
ber. But databases are not the only area where 
progress is being made. Experience with communi- 
cations standards steadily make it easier to link com- 
puters across both local-area networks and tele- 
phone lines. 

And new technologies are making computers 
both more capable and easier to understand. So- 
called expert systems can seem very familiar to 


: then” we 4 

































| the engine won't start, uis check 
the battery". Programs called "expert system 
shells"—like Inference's Corporation's ART and 
Teknowledge’s KEE—then combine rules and data 
to deduce what can be learnt from the data. 

Expert systems let computers do new jobs. The 
Carnegie Group, a firm of consultants in Pittsburgh 
which is expert in the real-world applications of arti- 
ficial intelligence, has built a system for Reuters 
which automatically classifies news stories coming ` 
over the news wire—and so decides which stories 
should be sent over which specialised news services. 
Another expert system built by Carnegie Group for 
Emerson Motor, a builder of electric motors, trans- 
lates into manufacturable plans and diagrams or- 


ders saying simply "just like the last one except we 


want it to work at 220 volts". 

Nearly all of those now working with expert sys- 
tems have also learnt a new way of working with the 
machines. No expert system is right all of the time. 
Most can handle only two-thirds of the work they 
encounter. That is useful. By taking over the routine 
bulk of people's work, they can free up humans for 
the really tricky questions. But this means that 
humans and machines must work side-by-side— 
each handing over to the other the parts of the job 
he or it can do best. That takes some getting used to. 
It also places a premium on the skills needed to 
build both reliable, flexible systems and comprehen- 
sible, flexible organisations. 





Tools for the trades 


YSTEMS development— particularly if it im 
volves writing software— provides some of mod- 
ern business's most lurid horror stories. Tales of 
projects only one-third finished but already costing 
double or triple their budgets are common. So are 
tales of systems which never work. Building systems 
is hard work, and sometimes things just go wrong. 
But companies often make things harder for them- 
selves by throwing common sense out the window. 
Take the following history, from a company 
which, for obvious reasons, wishes to remain name- 
less. It had planned to buy software off the shelf for 
2m. Because the off-the-shelf product did not work 
exactly the. same. way the company did, it then 
pianned to spend another $2m and two years adapt- 


us its business practices to the software. It bought 


the software for $2m. Then some 
bright spark convinced the com- 
pany that it would be better if they 
converted the software to run on 
the same "operating system’’ as its 
existing software. That cost $8m. 
So long as it was adapting the soft- 
ware to a new operating system, the 
company decided to adapt the soft- 

ware to its business practices, too, 
That cost $10m. Eight years later, 
when the project was finished— 
five times over budget and four 
times over schedule—it had. be- 


There are ways of doing better. One is to buy 
packaged software and use it as it was meant to be 
used. After all, companies do not feel compelled to 
rebuild their photocopiers or their computers; why 
should they feel the compulsion to do so with their 


software? With the rise of “open systems" based on 


the Unix operating system, it is becoming increas- 
ingly easy to buy a collection of software tools which 
can be linked together to do even the biggest jobs... 
Each tool does only a step of the job, and passes the - 


‘result on to the next. So, by mixing and matching 
'tools, a user can create exactly the system he wants. 


Microsoft's os/2 operating system is developing 
similar capabilities. Mr Roger Pavitt, head of Price 
Waterhouse's British information-technology prac- 
tice, says chat his clients are becoming increasingly 
interested in open systems. Though 
neither Unix nor 08/2 applications 
can yet do everything that packages 
built for big mainframes can, such 
disadvantages can be outweighed 
by the ease with which changes can 
- be made in systems built of a collec- 
tion of small, interconnected 
pieces. 
But taking advantage of open. 
systems usually requires changes in 
^. the way information technology is 
. managed. Having in the 1980s 
- “decentralised decisions about com- 
puters to take advantage of the 


$ystem and 
ice design. 


implementation. 
testing | 


System testing f 


opportunities created by personal computers, many 
companies are now re-centralising part of the job. 
The idea is that a small, central information-services 
. group should lay down a corporate “architecture” 

to ensure that everybody's new automation project 


-will work with everybody else's. But the work of sys, 


tems design and implementation typically remains 


“| decentralised, to tap the enthusiasm and expertise 


of those doing the jobs with which the system is 
meant to help. 

Creating flexibility also requires changes in the 
way individual systems are designed and built. The 
traditional way of looking at systems design, called 
the "waterfall model", held that, like a tangible ma- 
chine, software evolved through several stages of de- 
sign and implementation until, one day, it was “fin- 
ished" (see chart above). Work done after that to 
fix, update, or improve the system was called "main- 
tenance”. Companies discovered that their in- 
formation services were spending up to 8096 of their 
time on maintenance, while the backlog for even 
the simplest new systems stretched out for years. 

Part of the solution to this problem lies in ad- 
mitting that systems evolve—and that software 
maintenance is not really, as the name implies, as 
simple as keeping your car running. Instead of the 


"waterfall model" of development, some are adopt- 
ing the "spiral model" (see chart below). Implicit in 
this model is the idea that a system is never really 
finished; it merely passes though successive cycles of 
design, implementation, testing and improvement. 
Experience has evolved several techniques to 
help make systems evolution more efficient. So- 
called “computer-aided software engineering” 
(CASE) tools automate part of the process of pro- 
gramming, and so speed changes. "Structured" and 
“object-oriented” design methods help designers to 
get a grip on the complexity of systems, and so make 
change more manageable. Together with "layered 
architectures", such design methodologies can, 
cleverly used, enable systems to be built in modules 
so that some functions can be ripped out and rewrit- 
ten without changing anything else. But even the 
best design methods and technical expertise can 
help only with the question of how to change, not 
decide what changes to make. - 
One obvious idea here is to involve the users of 
the system in design, implementation and improve- 
ment. If anyone knows how to make a system better, 
it must be those that use it. Though this admonition 
appears constantly in textbooks and lectures, a re- 
cent study by the Kobler Unit at 
London’s Imperial College found 
that only about half of the (British) 
firms in its sample actually did so. 
And many of those that do not are 
still surprised—and blame the com- 
puter—when users do not work 
well with new systems. 
Electronic suggestion boxes 
would be a huge step forward for 
many firms. But some companies 
have already gone far beyond this. 
They are trying to use information 
technology to create new forms of 
organisation in which learning is 
part of the daily round of going 
about one's business. 


curriculum for change 


-NYONE who tells you that it is easy to change 
[p £ the way groups of people do things is either a 
| iar, a management consultant or both. Change is 

hard for individuals; for groups it is next to impossi- 

:ble. That said, information technology is going to 
force most organisations to: change over the next 
few years. Those who have some control over the 
process will find it less painful. 

Mr Patrick Jeffries of McKinsey, a management 
consultancy which admits that change can be diffi- 
cult even if you can afford its fees, argues that two 
simple questions should be the starting point for 
thinking about change. The first concerns commit- 
ment: why should the change be made? The second 
concerns skills: what is it that must be done to meet 
the new goals? Neither question is ever as simple as 
it sounds. 

For change Gud by information technology, 
the question “why change" should first be answered 
by explaining how the new computer system sup- 


ports a company s overall strategy. The sad truth is 
that many managers are not terribly clear on this 
point. There is often an unbridgable gap between 
general managers and their colleagues in informa- 
tion services. One group lives in a world of return 
on equity, JIT, TOC and LIBOR; the other talks of bits, 


bytes, CASE and COBOL. Worse, companies give 


them no incentive to work together to thrash out a 
common language. The two groups often have dif- 
ferent performance standards and career paths. 
Some companies, however, are striving at least 
to bridge the gap—if not close it completely. 
Safeway has given its information-services employ- 
ees the same two goals as the rest of the business: 
improve margins and increase market share. Their 
projects and performances are judged on these, just 
like the marketing department. IBM, like many Japa- 
nese companies, rotates general managers through 
information-services assignments. The present head 
of information services, Mr Larry Ford, had market- 


Having learne 
new ways of 
working with 
computers, the 
thing to do next 













































































ing and general-management experience with IBM 
before he took over IBM's internal automators. 

For its big information-technology projects, 
Ford Motor Company has devised a three-tier sys- 
tem of management which forces information ser- 
vices and general managers to work side-by-side on 
committees at several levels. At the top, divisional 
vice-presidents set broad goals: the system's strate- 
gic purpose and its links to overall, corporate in- 
formation systems. One level down, middle manag- 
ers thrash out more detailed plans covering the sorts 
of information that will go into the system, how it 
will change responsibilities between departments 
and so on. Finally, the users-to-be of the system sit 
down with systems analysts to sort out what they 
would like to see on the screen and other exact de- 
tails of how the system will work. | 

Unfortunately, the "what change" questions 
raised by automation can often make the “whys” 
seem easy. The problem is that automation changes 
many things at once. Even with the best motivation, 
learning how to do your old job in a new way, with a 
machine, is hard enough. Learning how to do a new 
job with new technology is even harder. Yet that is 
exactly what automation often forces people to do. 

Morgan Stanley, for example, experimented 
with centralising responsibilities when it set up a 
state-of-the-art trading-room to try to find new 
opportunities in computerised stock arbitrage. 
Though on-the-spot decision-making is required in 
much share-trading, experienced equity traders 
lacked discipline in executing arbitrage opportuni- 
ties identified by the computer. They could not re- 
sist second-guessing the machines. Though the ma- 
chines. were indeed often wrong, the lack of 
consistency made it impossible to carry out com- 
puter-guided arbitrage, or even to judge new arbi- 
trage ideas. So the firm hired book-keepers to exe- 
cute trades—and set experienced share traders and 
theoreticians the task of serving them, particularly 
by trying to make sure that the recommendations 
which came up on their screens would be profitable. 

 Frito-Lay, an American snack-food producer, 
moved decisions in the opposite direction. It had 
traditionally run a centralised system of sales and 
distribution, but wanted to decentralise to enable 
local promotions, and to allow local. distributors 
greater flexibility in dealing with customers ranging 











nd-pop stores to giant supermarket 
chains. Attempts to do this without computers 
flopped. The key to success, points out Miss Lynda 
Applegate of the Harvard Business School, turned 
out to be a little handheld computer terminals on 
which each delivery and sale could be logged. Not 
only did this free up distributors’ time and improve 
efficiency, it also created a pool of timely sales in- 
formation that could be doled out as and where it 
could be used most effectively. 2 

The simple lesson, well drawn by Mr Paul 


Strassman in his book “The Information Payoff’, is 


that training costs—both to learn the new technol- 
ogy and the new ways of doing things—are likely to 
be the most expensive and time-consuming parts of 
automation. But training is only part of the answer. 
Harvard's Miss Applegate reckons that many com- 
panies have muffed the opportunities offered by in- 
formation technology to change the ways in which 
they make decisions. Instead of simply automating . 
the status quo, companies today have a unique 
opportunity to re-assess where and how decisions 
should be taken. Only a few have even begun to 
grasp it. : 

So far, even those furthest advanced in this 
endeavour are still struggling with parts of the puz- 
zle—nobody has yet worked out the big picture. But 
interesting experiments include: 

@ Knowledge management. Companies are 
building up curricula of the skills and knowledge 
which their employees need, and are devising ways, 
both formal and informal, of teaching them. Man- 
agement consultants at Arthur Andersen are, as 
part of their normal career progression, expected to 
spend some time teaching their peers. Computer 
programmers at Microsoft are building a vast 
database of software know-how. Its software-devel- 
oping customers can electronically query the 
database, and the answers to their questions add to 
the overall body of knowledge. Similarly manage- 
ment consultants at McKinsey are building a 
database which will help consultants with a problem 
get in touch with a colleague whose specialised 
knowledge might help solve it. 

€ Planning. Xerox uses computers to help execu- 
tives co-operate in planning the future. The ma- 
chine combines individual forecasts and budgets so 
that each individual can see how his plans affect the 
group and vice versa. Royal Dutch/Shell is experi- 
menting with a yet more ambitious technique. It is _ 
involving executives in planning as a sort of do-it- ~ 
yourself computer game. Instead of “scenarios” — ~ 
thick books which detail what might happen to 
Shell if oil prices do this and interest rates do that— 
Shell is trying to bring scenarios to life inside the 
computer. Ideally, however, it would like executives 
to create their own models of how Shell might react 
to various events, and play them out on the com- 
puter to test and improve their ideas. —— 

€ Groupware. Lotus Development, a company 
famous for the 1-2-3 spreadsheet, has developed a 
product to help people work together in groups. It 
monitors electronic mail and work in progress, han- 
dles ad-hoc correspondence and maintains informal 
databases. If a client calls a salesman working with 
Lotus's "Notes", he can immediately call up all his. 
colleagues’ contacts with the client, check the status 
of his order on the manufacturing computer and _ 
















leave a note recording his conversation with the cli- 
| ent for whoever contacts him next. Other firms 
: have worked out other forms of computerised social 
D? lubricants. One common trick is to use computers 
to keep track of the various versions of a plan or 
drawing as engineers modify it. 
@ Responding to customers. Computers allow tai- 
lor-made products where previously only off-the- 
shelf had been economic. Rocky Mountain Log 
Homes, a builder of pre-fabricated housing, now lets 
its customers play architect on-screen. Previously 
customers had had to content themselves with one 
of a few pre-designed homes. Now the computer can 
feed the customer’s own design straight to the fac- 
tory. British Telecom, among others, is building sys- 
tems to improve the handling of customers’ queries. 
By bringing all relevant information to screen while 





Working harder, doing 


RODUCTIVITY is the raison d'être of automa- 
. tion. Even those companies who admit to other 
uses for information technology often justify their 
investments by productivity-generated savings. 
Some companies can boast. BM (which has no ex- 
^| cuse for not making a success of automation) reck- 
d. ons that it averages a $4 return on each $1 invested 
in information technology. But plenty of IBM's cus- 
-] tomers must be very disappointed. Using statistics 
-. from America’s Commerce Department, Mr Ste- 
phen Roach, an economist at Morgan Stanley, cal- 
culates that the average output of an American in- 
formation worker has not budged since the early 
1960s —despite huge growth in both the number of 
information workers and the average technology in- 
vestment sitting on each one's desk. 

Mr Roach's studies make sobering reading. 
They indicate that computers have so far failed to 
boost productivity even on the most generous mea- 
sure, output per worker. Including capital costs, as 
any truly accurate measure should, would make the 
picture look even worse. 

Part of the problem is simply that so many 
Americans joined the managerial ranks in the 
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the customer is on the telephone, it hopes to resolve 
queries with less cost and frustration. 

But huge challenges face those who would use 
information technology to improve their ability to 
learn. One problem that crops up time and again in 
western companies’ experiences with computers is 
the failure to communicate. Learning, as any 
teacher will tell you, is a moving target. Curricula 
have to be revised continually to reflect advances in 
knowledge or changes in students’ abilities. That re- 
quires several sorts of dialogue. Companies are of- 
ten fairly good at measuring employees’ perfor- 
mance against a fixed standard. Sometimes they can 
help teach workers the skills they need to do better. 
And some firms can use feedback from workers to 
modify what the standard or performance can be. 
But only a handful can put all these skills together to 
create the sort of dialogue that keeps a good univer- 
sity faculty evolving in step with its discipline. 

On the contrary, an anecdote from General 
Motors exemplifies the current state of affairs. In 
GM's Hamtramck Cadillac factory, all the welding 
robots are linked to a computer which prints out 
their performance daily for maintenance engineers. 
Unfortunately, maintenance engineers could not 
understand the stream of numbers which emerged 
from the machines. Their work suffered while they 
had to wade through reams of print-outs to try to 
decipher which machines needed to be tuned. Even- 
tually, some bright spark noticed that charting the 
data made it possible to tell at a glance which ma- 
chines were in trouble. But the problem should 
never have arisen in the first place. As the western 
world's experience with computers has shown, how- 
ever, it is depressingly common. Look at progress 
towards the three goals of automation: productivi 
competitive advantage and responsiveness. 





less 


white-collar employment was almost five times that 
of production workers. In manufacturing, employ- 
ment of production workers declined while that of 
white-collar workers grew unabated. Much was in- 
vested in these decision-makers. Analysts at DRI, a 
firm of economic forecasters, estimate that the share 
of office equipment in American’s stocks of fixed 


capital (excluding property) has climbed from 396 in 


1980 to 18% in 1990. All to no avail. 

Though separating the contributions of white- 
collar and blue-collar workers is not easy, Mr Roach 
calculates that by 1986 the average white-collar 


 worker's output had declined tc nearly 796 below 


his average level in the 1970s (back to the average of 


the early 1960s, before the high-tech investment 


boom began) Financiers performed particularly 
badly, with a 1096 drop in average output. Produc- 
tion workers, by contrast, boosted output by nearly 
1796 from the 1970s to 1986. 

There are three sorts of reaction to this depress- 
ing picture, One far too common group holds that 
the answer to white-collar productivity problems 
lies in “an action committee to re-prioritise the 
managerial matrix and its links to corporate cul- 
ture" (or some similar nonsense) ..... in other words, 























































No, computers do 
not boost | 
productivity, at 
least not most oj 
the time : 





| ! : inprodt managers 
is more managers. Leaving a aside these members of 
the cult of management—who seem more part of 
the problem than its solution—the world divides 
into optimists, who believe that information-tech- 
nology investments have already planted the seeds 
for future productivity growth, and pessimists, who 
reckon that a cure requires full-scale managerial 
revolution. 

One point for the optimists is that Mr Roach's 
national averages hide some smaller successes. Stud- 
ies of the effects of information technology on indi- 
vidual bits of the economy paint a rosier picture of 
productivity. Mr Paul Osterman, of mit, analysed 
forty American industries, mostly in manufactur- 
ing. He found that from 1972 to 1978, on average, 
each 10% growth in computer-processing power 
transiated into a 196 reduction in the number of 
managers employed and a 296 reduction in clerks. 

Mr Thomas Steiner, a consultant who studies 
banking for McKinsey, reckons that productivity- 
boosting forces are now making themselves felt in 
banking. In his book, "Technology in Banking"— 
which is one of the best studies of the effects of in- 
formation technology yet written—Mr Steiner ar- 
gues that employment in American banking peaked 
in 1986, and will decline steadily in the 1990s. 

Though bank spending on information tech- 
nology has been climbing steadily since the 1960s, 
two factors delayed its effect on productivity. One 
was that banks have for many years run paper sys- 
tems alongside automated ones, lest a computer 
glitch wipe out the business. As experience with 
computers and computer security grows, those pa- 
per systems are being dismantled. More funda- 
mentally, however, it also took time for the banks to 
discover how information technology—and, i 
many countries, deregulation—would change ics 
ability to add value and profit to their activities. 

Take funds transfer, the movement of large 
sums of money from one bank to another. At the 
beginning of the 1980s, New York's eight biggest 
banks made about $1 billion a year from funds 
transfer, a third of their total profits. Internally, 
funds transfer was pretty well automated. So eff- 
ciency was high. But inertia and ignorance meant 
that the banks could still charge many customers 
pre-automation prices for pre-automation service. 
No longer. Customers now know that transfers will 


“reliably go through 


in a day—so they will no longer 
allow the banks to rack up four or five days’ worth 
of interest on their money. Similarly, many custom- 
ers now initiate transfers from terminals in their 
own offices. So they will not pay the banks a fee for 
doing that. This year, New York's eight biggest 
banks will make less than $100m on funds transfer, 
and the pressure on back-office employment is 
increasing. 

This is only the beginning of change for the 
banks. The real efficiency-boosting potential, as Mr 
Steiner points out, lies in eliminating more of the 50 
billion cheques which American homes and busi- 
nesses write each year. Banks have a strong incen- 
tive to do this. Each cheque costs nearly $1 to pro- 
cess. They have made a start with automated cash 
dispensers, and they hope to go further by installing 
the machinery for direct-debit cards at supermar- 
kets, petrol stations and convenience stores (which 
between them account for about two-thirds of 
America's 60 billion retail transactions a year). 

Unfortunately for the banks, progress with di- 
rect-debit cards, automated cash dispensers and 
other innovations like home-banking has been con- 
sistently slower than they had hoped. People simply 
do not like to change. Nor do they have much in- 
centive to do so. Price, the traditional capitalist in- 
centive, is only slowly being brought to bear because 
the banks know that it would be competitive suicide 
to try to pass on to the customer the full cost of 
cheque-handling. In many other industries, there is 
even less hope of achieving efficiency-boosting 
changes because companies do not know how much 
their products and services really cost to provide— 
let alone how they should price them. 

Herein lies the nub of the pessimists' argument 
that a managerial revolution will be needed to tap 
the productivity gains offered by information tech- 
nology. Many of the productivity gains of the early 
twentieth century, they note, were achieved with 
the help of new ways of defining and costing work, 
notably Frederick Jackson Taylor's “time and mo- 
tion" studies. Taylorism is viewed with some horror 
by most modern managers—who quite rightly point 
out that choreographing a worker's movements, 
limb-by-limb, minute-by-minute is oppressive, alien- 
ating and usually counterproductive. But without 
some renewed job discipline, some of today’s “en- 
lightened” management structures are in danger of 


collapsing under their own weight. 


One part of this task is simply getting a handle - 
on costs in increasingly capital-intensive industries. 
As Mr Thomas Johnson of Pacific Lutheran Univer- 
sity and Mr Robert Kaplan of the Harvard Business 
School point out in their damning analysis of man- 
agement accounting, "Relevance Lost", many, if 
not most, companies get misleading information 
from their cost accountants. The problem is “over- 
heads", general costs incurred by the business as a 
whole rather than by any specific product—like 
many information systems and almost all general 
management. 

As businesses become more eaervicemindel and 
more capital-intensive, overheads’ share of total 
costs increases. In banks Mr Steiner reckons the 
fixed cost of computers is now 50-6096 of the cost of 
providing some products. Messrs Johnson and 


Kaplan cite a "typical" cost-breakdown for a in 










factured product in which overheads are 6096 of to- 
tal cost, materials 29% and direct labour 11%. 
 Apportioning overheads thus becomes crucial to 
product costing. Unfortunately many companies, 
following the prevailing wisdom of accounting text- 
books, apportion overheads according to direct la- 
‘bour costs. This vastly exaggerates the benefits to 
‘managers of further reducing what is already the 
smallest component of their costs, direct labour. In 
some cases it can even make cost increases look like 
reductions. “Outsourcing” of components, for ex- 
ample, raises the overhead cost of administering 
contracts and quality while it reduces direct labour. 
But because the overheads are shared across a range 
of products, it is difficult to compare costs and bene- 
fits—nor do individual product managers have any 
incentive to do so. 

: Messrs Johnson and Kaplan offer no easy solu- 
tion to this problem. They simply urge each com- 
pany to try to work out for itself what drives the cost 
of its products, and how to measure and control 
them. Some progress is being made. Information 

| technology, which conquers the complexity of 
building customised measurement and control sys- 


Magic circles 


Wu Mr Marshall McLuhan called "the 
global village" modern businessmen may pre- 


fer to see as "the global office suite". Information 
technology's ability to overcome distance enables 
companies to work more closely together in a vari- 
ety of ways. One of the neatest tricks is for a com- 
pany to put its computer system on a customer's 
desk—so that the first name he sees when it is time 
to make a purchase is . . . you guessed it. 

American business-school professors call this 
sort of thing "using information technology to gain 
competitive advantage”. Strictly, that seems a mis- 
nomer—every use of information technology 
should be aimed at gaining competitive advantage. 
But the phrase often proves a useful shorthand for 
describing the ways in which a company can use its 
information-technology capabilities to alter the be- 
haviour of those around it. Some influence custom- 
ers by building information technology into new 
products, like banks' cash dispensers or Merrill 
Lynch's cash-management account. Others are 
building electronic links to suppliers to create rela- 
tionships which are at once more flexible, more effi- 
cient and more exclusive. 

It is an ironic testimony to the power of corpo- 
rate inertia that, in using information technology, 
companies have often had better initial results from 
trying to change the behaviour of others than from 
improving themselves. Airlines, banks, air condi- 
tioners, drugs, linen and a host of other industries 
provide examples of products that have succeeded 
in large part because the vendors' information tech- 
nology has made their wares the most productive 
for customers to buy. These systems provide the ini- 
tials which dot textbooks on information technol- 
ogy. The question, however, is how many compa- 
nies today can duplicate successes like: - 

@ SABRE. - American Airlines seat-reservation system 





than the airline which spawned it. 






tems, helps greatly. But many managers, particular] 
in service industries, face an even more basic prob- 
lem than working out the costs of their products * 
they have to work out exactly what their products 
are in the first place. : 

Information technology changes the ching 
which banks and other service industries sell as wel 
as the cost of creating them. A favourite example 
business-school textbooks is Merrill Lynch's cash- 
management account, which, by each day sweeping 
the cash balances of its brokerage accounts int 
terest-bearing securities, brought brokerages | ite 
competition with banks—and helped to set in tre 
forces which forced banks, in turn, to offer in 
on chequeing accounts. It is only human, after all 
Rather like the executive who wanders down 
corridor to poke into other people's business s 
his personal computer cranks out his latest sales "ES 
port, some companies have taken advantage ofthe — — 
resources freed—and new capabilities created-—by = 
information technology to poke into other compa- ` 
nies' businesses. From their innovations have come 
some of the most startling success stories. of the past 
20 years. 




































































helped revolutionise the airline business. By making 
it easiest for travel agents to buy seats on American, 
it boosted the airline’s market share. It provided the 
information on customers needed to create innova- 
tive and complex fare structures aimed at filling ev- 
ery seat. In 1984 11 rival airlines paid American the 
compliment of bringing an antitrust suit against it 
on the grounds that SABRE had become an "essere 
tial facility" to which they were unfairly denied 
equal access. More recently American has been try- 
ing to run SABRE as a general travel-reservations ser- 
vice—with equal access for all willing to pay its fees. 
As such, SABRE has in some years made more money 


Your computer- 
could be your best 
salesman, if you. 
put him in the right 
place | 


€ OTISLINE. Otis Elevators decided in the cal 
1980s that one of the things tha: would give its cus- 
tomers most satisfaction is the prompt service of ail- 
ing lifts. So it built an automated systemi to dispatch 




























































Automation is 
: more fun if your 
. friends play too, 


but much more 


complicated 
_ :36 hours to build a car, and no more than a week to 
| umi it to most places. The second, bigger prob- 
Te 
takes to create a new product. Western companies : 
take six or seven years from drawing board to prod- 
~-uct launch; the Japanese take half that. For both 
‘problems, the solution lies in improving the flow of 





é ing starts going wrong 
iss ne jer lifes, they automatically call in 
their com plaints to the computer—without human 
intervention. Otis's rivals suddenly had to compete 
on quality of service as well as on the price and qual- 
ity of lifts themselves. - 
e Thomson Holidays. Thomson was one of the first 
firms to let British travel agents reserve package 
holidays from a computer screen—which was usu- 
ally much quicker and cheaper than telephoning 
the tour operator. Thomson still has the easiest-to- 
use system, offering the broadest range of packages. 
Travel agents often turn to Thomson first. 
€ Federal Express. To grow huge in parcel-delivery 
Federal Express backed up its skills in moving pack- 
ages about with a computer system that can tell a 
customer exactly where his shipments are at any 
given moment. This ability has won new kinds of 
business. Federal Express now manages much of 
IBM's spare-parts inventory. Its system also creates a 
barrier to competition. 
€ ASAP. American Hospital Supply provided 
quicker, cheaper delivery of medical odds and ends 
by encouraging customers to tap their orders di- 
rectly into its computer system. Market share grew 
dramatically. | 

Inspiring as these examples may be to young ex- 
ecutives, they are dicey role models. The opportuni- 
ties for computer-powered success are more limited 
today. Companies have already built many of the 
obvious ideas for systems which could change con- 
sumer preferences at a stroke—including many 
which looked like obvious winners but in practice 
fell flat. One such was the system built by ici 
agrichemicals to provide farmers with the latest re- 
search on plant diseases while they placed electronic 
orders for pesticide: farmers, it seems, would rather 
talk to the neighbours about bugs. 

Worse, competitors have learnt to blunt the im- 
pact of systems that do provide something the cus- 
tomers want. The .trick is simply to copy them. Most 








copy a elal system éca 

capabilities for a fraction of the price paid by an in- 
novator. So New York retail banks joined together 
to build a network of cash dispensers to compete 
with the lead that Citicorp, New York's biggest re- 
tail bank, had gained in the size and convenience of 
its cash-dispenser network. America’s smaller insur- 
ance companies have joined together through a 
trade association to build a network that can elimi- 
nate much of the paperwork which independent 
agents must wade through in filing a policy or a 
claim. Their collective system counters much of the 
advantage garnered by the proprietary networks 
built by industry giants like Aetna. 

Some of the most resourceful, and luckiest, in- 
novators may find new ways to make money out of 
their systems. Baxter Health Care is offering to use 
the ASAP system built by its American Hospital Sup- 
ply subsidiary to provide hospitals with a complete 
supplies-management service. Daxter says that it will 
order whatever brand of supplies the hospitals 
want. With its expertise in inventory management 
and automation, Baxter reckons it can make a big 
saving for the hospital and still have profit left for 
itself. Similarly, McKesson, which earned its auto- 
mating credentials with the “Economost” system to 
supply drug stores (chemists, in English English), is 
offering to use the system to provide pharmacists 
with direct reimbursement for drugs covered by 
health insurance. The pharmacist can offer his cus- 
tomer the convenience of not having to reclaim 
drug costs on his own, and the health insurers, 
McKesson hopes, will welcome a chance to get more 
direct control of their drug costs. 

But some industries do not enjoy even the slim- 
mest of chances of creating instant success with 
automation. They are simply too complex. No sin- 
gle system could matter that much to a customer. 
And here the process of change is a painful groping 
indeed. Look, for example, at motor cars. 





A game everyone can play 


[SfORMATION hnc promises to help 


solve two of the most crucial problems facing 


western carmakers. One is product-delivery time. 


Walk into a showroom and order a car that is not 
already on the lot, and you will probably have to 
wait six weeks for delivery—jet it takes only about 






ackled by carmakers’ computers is the time it 


information. Carmakers’ efforts to use information 


_technology to make those improvements are trans- 


forming their industry. | 

Thei interesting part of this process of change is 
that the carmakers cannot automate just on their 
m. Ford, for example, buys i in from outside sup- 








| pliers about two-thirds of a car's parts. Those suppli- 
„ers, toO, must tbe brought i into the carmakers' elec- 


tronic networks. In a generation or so, those 
networks will be ubiquitous. Using them will confer 
no more competitive advantage than posting a letter 
today. But in the transition, suppliers will rise and 
fall not just on the price and quality of their parts, 
but also on their ability to deliver them using the 
new techniques. 

At Nissan's British factory in Sunderland, for 
example, the plant computer each morning calls up 
the computer of its seat-supplier, Akeda Hoover, to 
schedule Hoover's daily production. Seats of each 
colour and style are scheduled so that they can roll 
straight out of Hoover's door and into a car waiting 
on Nissan's assembly line. Similarly, Ford reckons 
that it now does daily production-scheduling with 
about half of the 1,000 European suppliers with 
electronic links to it. 

Ás Ford changes the way in which deliveries are 
scheduled, it also changes the way in-which it pays 
for them. Instead of trading several bits of paper— 
each of which must be matched with physical parts 








or payment—the goal is a simple, two-step process 
which Ford calls "push-button receiving". Ford's 
computer sends an order to its supplier, and pay- 
ment is sent electronically as soon as that order ap- 
pears at the receiving dock. 

Achieving this wondrous simplicity requires 
some complicated changes in the relationship be- 
tween supplier and customer. At the least, custom- 
ers must be able to take quality for granted. But a 
super-efficient link between buyer and seller also 
highlights the inefficiencies of each. Ford, though 
efficient by the. standards of western carmakers, 
could not deliver to its own customers as quickly as 
it is asking its suppliers to do. Some of the problems 
lie in the size of the necessary information systems. 
Building a system just to keep track of which parts 
Ford engineers use around the world—so that the 
company can begin to rationalise its parts purchas- 
ing—took several years and nearly $100m. The fin- 
ished system handles over 500,000 queries daily 
from 20,000 users, and tracks over Im parts. 

But the technology is only part of the problem. 
Part of the delay in delivering a Ford car is caused by 
the need to draw up and reconcile two production 
schedules. The marketing department does one pro- 
duction schedule, which concentrates on sharing 
out best-selling cars in short supply. Then produc- 
tion does a second schedule which concentrates on 
sharing out production facilities in short supply. 
Doing one schedule would, Ford admits, be simpler 
and quicker. Someday, soonish, it will. But building 
an organisation that knows about both demand and 
production—and can balance the two—takes time. 

Suppliers face similar problems, at all sorts of 
levels. One problem is simply how much to invest in 
information technology. At a recent meeting of the 
Index Interchange—a group of European informa- 
tion-services directors organised by consultants at 
the Index Group to promote discussion of mutual 
problems—many said they saw little point in replac- 
ing paper with electronic systems to swap data and 
orders without making other changes. Just going 

“paperless” does not provide a big enough payoff. 
Yet many of the changes companies would most like 
to make require the ability to swap orders and data 
electronically. ! | 

.. Ford and oth 


customers have already bro- 


ken the deadlock for some suppliers. Ford suppliers 
have been told to adopt its electronic ordering and - 
payment systems. Some suppliers of key parts have 
been told exactly which computer-aided design sys- 
tem to buy so that Ford engineers can load new de- 
signs straight into suppliers’ computers (which in 
turn will automatically instruct the appropriate ma- 
chine tools). But even those who have decisions 
made for them must now decide what to do with 
their own suppliers, and so on. 

As they automate, companies must ihe learn to 
manage the new trading relationships which in- 
formation technology creates. Ford, like many oth- 
ers, is dramatically reducing the number of suppliers 
it deals with. And it measures those it does keep by 
different criteria. Simple price becomes less impor- 
tant than quality and the ability to evolve new prod- 
ucts in harmony with Ford's own evolution. The 
new emphasis on flexibility and design skills often 
highlights new weaknesses. 

Mr Ramchandran Jaikumar of the Harvard 
Business School studied American metal-working 
companies with advanced. “flexible manufacturing 
systems" capable of switching quickly from the pro- 
duction of one type of part to another. Compared 
with their Japanese counterparts, the westerners. 
barely used the capability of their techmology. The 
average “flexible” American plant turned out ten 
parts, with an average production volume of 1,727 
of each. The average Japanese plant turned out 93 
parts with an average production volume of 258. 
Worst of all, the Japanese introduced 22 new parts 
for every one introduced in America. 

It is tempting to diagnose such findings as an- 
other failure of communication. Having set up auto- 
mated systems, many in the West then seem to want 
to forget them, to let them chug away at the same 
jobs people have always done, rather than discuss- 
ing with those around them ways in which all might 
change to take most advantage of the technology. 
This can make automation downright self-destruc- 
tive. There are few things more wasteful than the 
expense and complication of automating business 
as usual—and few firms more vulnerable than a gi- 
ant company which has expensively replaced its pa- 
per-shufflers with print-out-shufflers. 
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No UNDER western managers are growing 
disenchanted with information technology. It 
promises wonderful things. But when companies 
work those wonders for their customers, they are 
quickly copied. Those that innovate up the supply 
chain typically find that each bottleneck eliminated 
simply shows up a new blockage elsewhere. True, 
automation creates islands of efficiency. True, is- 
lands of automation are gradually linking up to 
form archipelagos. But with each "success" compa- 
nies seem to find themselves running harder just to 
stay in the same place. 

Some businessmen, however, have eased their 
disappointment simply by taking it to its logical con- 
clusion. Instead of looking to information technol- 
ogy to provide answers to competitive problems, 
they are using it to ask better questions—like “what 
do our customers really want?". Instead of the 
"best" way of doing things, they are looking for bet- 
ter ways of changing in harmony with their custom- 
ers changing needs. 

Some see a military analogy. One of the first 
uses for computers on the battlefield was to shoot 
down aircraft. Computer brains extrapolated the 
course of a moving aeroplane, and helped guide 
anti-aircraft guns along that track. Wonderful theo- 
ties and technologies were created to build such sys- 
tems. But much of the work was wasted. Aeroplanes 
changed course in the seconds between the time a 
shell left the gun and when it arrived at its target. So 
weapons designers changed tack. They built a 
“shell” that could change course, too—called the 
Sidewinder missile. Instead of the vast electronic 
brain which guided the gun, they imbued it with a 
wonderfully simple control system. The missile sim- 
ply identified a target, and then kept turning to- 
wards it. | | 

Some companies are similarly shifting the em- 
phasis of their automation strategies towards 
responsiveness. It is not easy. At the least, the 
change requires the humility to listen to custom- 
ers—no matter how bright your own people are. 
Achieving responsiveness also often requires 
handing some routine decisions over to the com- 
puter to make sure they are done quickly and pre- 
dictably. Mr John Thompson-—head of the Euro- 


pean part of the Computer Sciences Corporation, a 


firm of consultants on information technology—ar- 
gues that some firms will have to be run more like 
the spreadsheets on which their results are mod- 
elled: change one number and others dependent on 
it adjust automatically. 

. So far, most of those who have successfully 











made this transition have simply had no other 
choice. Take Digital Equipment (DEC), a computer- 
maker. In the early 1980s pec decided to let its cus- 
tomers choose for themselves which options they 
wanted with their computers. Combined with the 
technical advances of DEC's VAX range of comput- 
ers, so-called à la carte computers proved wonder- 
fully popular. This popularity nearly killed DEC. 
DEC's staff simply found it impossible to keep 
abreast of the possible permutations of compo- 
nents. Computers arrived without crucial bits of ca- 
ble, or with parts that did not fit together. As DEC 
did not collect payment until the computer worked, 


the mounting piles of mis-specified machines were 


as expensive for DEC as they were irksome for its 
customers. 

With great effort, DEC automated the process by 
which orders from the salesforce were translated 
into schedules for the factory and lists of parts to be 
delivered to the customer. Unfortunately, this did 
not solve the problem. Some of the orders were sim- 
ply wrong to start with. Salesmen had not read tech- 
nical changes to the product line, or had not under- 
stood the original technical specifications. So DEC 
went back to the drawing board. It came up with a 
collection of automated systems to manage the 
whole process of ordering, configuring and building 
computers—from product catalogue to shop floor. 

Because DEC's product catalogue is kept on-line, 
it can be updated at a stroke—so salesmen do not 
specify out-of-date equipment. The computer main- 
tains the rules by which computers are configured: 
"if you have a whizzo-wonder super-attachment, 
you will need a whizzo-wonder cable". An "expert 
system" called XCON automatically applies those 
rules to the task of making up orders. Other, related 
expert systems schedule production, help take or- 
ders from salesmen and so on. 

DEC calls this sort of automation "knowledge- 
based systems". The key is that the computer helps 
with the whole business process—both organising 
data (like a product catalogue) and administering 
some of the simpler decisions taken from the data 
(eg, applying rules about how computers are made 
up). By so doing, the machines enable people to 
overcome complexity in order to respond quickly to 
new challenges. 

Inevitably, DEC is now selling its expertise in 
building knowledge-based systems. Mr Themis 
Pappageorge, head of the marketing effort, reckons 
that some of the most successful customers have 
been those faced with challenges as severe as DEC's 
configuration problem. However good their inten- 
tions, those taking a rational approach cannot as 
readily break down the barriers to the new ways of 
doing business. j | 

One company whose experience supports Mr 
Pappageorge's observation is Phillips 66, the prod- 
uct-marketing arm of. Phillips Petroleum. After 
fending off two attacks by corporate raiders, Phillips 
was deep in debt and deep in trouble. To help revive 
its fortunes, it reorganised the way in which it sold 
refined-oil products. Instead of setting petrol pri 





















over three broad regions (defined. by which of 
: Phillips’ s three big pipelines fed them), it started set- 
- ting prices in 240 smaller regions, defined more ra- 
- tionally according to market. Prices were changed 
daily, if need be. Both local managers, who set re- 
gional prices, and national managers, who co- 


.]. ordinated the regions, got information on inven- 
| . tories and sales just as fast. Competitors, who were 


still working largely according to the old timescales 
: and the old geography, were flummoxed. - 

= "Some of the most ambitious, and. best articu- 
e lad, plans to use information technology to build a 
. more responsive company come from the mother 
ship of computing, IBM. IBM reckons that it will be 
increasingly hard to maintain a competitive edge in 
the technical brilliance of its computers and soft- 
ware. | here are simply too many bright, innovative 
companies out there. By its sheer size ind scope, 
however, IBM may well be able to get ahead in the 
amount and quality of its information about what 
customers really want. 1BM is now building informa- 








.|. tion systems to gather that information and to de- - 
Li liver i it to the people who should respond to it. 


-1BM’s internal information strategy was the sub- 


ject of its annual conference of top executives last - 
year. The conference compared 1BM’s information — 


systems with those of its customers and its competi- 
tors and found room for improvement. What IBM 
did was excellent, but too often irrelevant. So iBM's 


chairman, Mr John Akers, and his colleagues de- 


cided to shift the focus of iBM's internal information 
services. Instead of being charged with providirig in- 
formation-processing—as measured by lines of pro- 
gram code delivered, capacity of networks and the 
millions or. billions of instructions which its com- 
puters can execute each second —IBM is now asking 
its information services to provide the company 
with information itself. — 

To begin the task of providing food is his col 
ae thoughts, Mr Larry Ford, head of 1BM’s in- 
ternal information services, came away from the 
meeting with his colleagues backing for three broad 
initiatives: 


| @ Create competitive advantage from aaao 
- |, about customers and markets. In practical terms, 
L. this means building up huge "warehouses" of that 


information, which can be got at by any part of the 
company, anywhere. 





The search for knowledge 


[F TIME is money, then so must information be. 
. X Both fit into the equations with which every 
business-school student is taught to value an invest- 


|. ment. Value, say the textbooks, is the expected pay- 


off discounted by the time an investor has to wait 
for his money back and the risk that that money will 
not come back. Information, say other textbooks, is 
data that reduce uncertainty, and thus risk. But in- 
formation technology may subtly change the role 
played by information in the business world. 

One of the ironies of the "information revolu- 
tion" is that so few of those involved can give any 
definition of what information is. Starting point for 
most ae would try to do that is still the theory of 












@ Define internal information needs and fill them. 
One result of this has been a proliferation of "exec- 
utive information systems" designed to give each 
IBM executive access to up-to-the second informa- 
tion on results and performance from around the 
world. So far, says Mr Ford, the question of who 
gets what information has proved relatively un- 
controversial. But the discussions could grow more 
interesting as IBM tries to shift the emphasis of both 
business and systems from internal functions (eg, 
manufacturing or marketing) to market segments 
(eg, American computer-aided design or European 
personal computers). 

@ Create new measures of a E for informa: 
tion services. Instead of rewarding information ser- 
vices for technical excellence, 1BM is trying to link 
their rewards to business goals. In practice, this of- 
ten means creating new goals for each project. Mea- 
surements which would track changes in customer 
satisfaction in computer-aided design markets—to 


judge the performance of the builders of an IBM sys- 


tem designed to do that—would have little rele- 
vance to the satisfaction of personal-computer cus- 


 tomers, for example. 


Mr Ford's 27,000 employees (7% of 1BM’s total 
workforce) are generally enthusiastic about the new 
initiatives, and confident. They mostly find it more 
satisfying, he reports, when they can try to make 
sure that their systems are used to their full poten- 
tial to benefit the business—not just to the limits of 
the technology. Besides, the systems staff get more 
varied work. As part of the deal, IBM is encouraging 


its systems people to spend a bit of their time doing 


consulting work for outside clients, both to make 
money and to learn how others do things. 

To help in their new endeavours, Mr Ford is 
training his folk with a variety of new skills. Some of 
the most important are tricks for understanding 
how organisations work and how they can be 
helped to change. The same lesson, in a different 
form, will be brought home to many managers— 
and indeed to whole corporations. Information is 
slippery stuff, As men and machines work more 
closely to take advantage of it, the world will, at a 
minimum, become a faster-changing place. To cope 
with that change, managers may have to rewrite the 
curricula of skills needed to prosper in the capitalist 
world, and to keep rewriting it. 
——————————'ÁONSe€: | 


information published in 1948 by Mr Claude Shan- 
non in the Bell Systems Technical Journal. In- 
formation, argued. Mr Shannon, reduces uncer- 
tainty. If a piece of data convinces you of something 
you had previously thought very unlikely, then 
there is a great deal of information in it. If it merely 
tells you what you know, then there is no informa- 
tion in it... 

Mr Shaun built from this insight a detailed 
mathematical definition of information. Though 
his intent was to quantify the information-carrying 
capacity of telephone lines, his theory can. also. de- 
scribe most uses of computers. Most of what « 
puters do is to reduce uncereaiteey i in one way or an- 
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is anothers — 
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- from data about sales or inventory levels; as 
' databases they store complete libraries of informa- 
tion; enhanced with the technology of expert sys- 
tems they can dispense scarce human expertise to 
whoever needs it; and as communicators they can 
send the information they hold across the world. 

This does not mean that computers—however 
advanced they may be—can work with information 
in anything like the way people do. The distinction 
between people's information-handling skills and 
those of machines will largely determine which of 
today's human activities are duplicated by 
computers—and thus devalued. A big part of it is 
computers' sheer predictability. 

Given the same inputs a thou- 
sand times, a computer will pro- 
duce the same outputs a thousand 
times. It will not get bored, make 
mistakes, or have a flash of inspira- 
tion that enables it to see the prob- 
lem in a new light. That predictabil- 
ity is what makes computers so 
useful. It is also their greatest 
weakness. 

Given any well-defined ques- 
tion, information technology is 
making it increasingly easy to get 
answers. "What were our sales last month?” “What 
does it mean when the engine goes ‘chunk-a-lunk 
thump thump’?” The machines cannot, however, 
do much to help provide questions in the first place. 
Bu: if answers are easier to come by, good questions 
become all the more valuable. 

People seldom seem to have any shortage of 
questions. Individuals move from job to job, learn- 
ing new skills and ways of looking at the world at 
each step. Groups, by contrast, get stuck. Many is 
the company which churns out similar products or 
services year after year, doing the same business in 
the same way. Information technology will make 
such firms increasingly easy to copy—when copying 
is worthwhile. But it may also make it easier for 
groups to learn new tricks. 

The technology can show all workers the same 
overview of the company—so that they can see why 
this year the emphasis should be on, say, speeding 





they can distill answers ' delivery while last 
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ile last year it was on quality in manufac- 
turing. The technology can show each 


ach worker, day- 
to-day, month-to-month how his actions affect the 
group. And it can broadcast his bright ideas to the 
company as a whole. | E | 

Building such learning organisations is a vast 
challenge. It requires new skills, clever people and 
capable machines. It requires both high standards 
and a commitment to keep learning. Many, particu- 
larly in the West, do not want to learns. |. 

At Toyota's factories, one of the main measures 
of performance looked at by management is the 
number of suggestions for improvements submitted 
each day by workers. Compare that with the history 
of automation in the West where time and again 

managers have taken great trouble 
-and expense to install information 
technology whose purpose is to en- 
able workers to do their jobs more 
effectively—without bothering to 
consult the workers or to ask them 
whether or not the machines really 
help. Workers are no better. Brit- 
ain is particularly full of examples 
of workers clinging to to danger- 
ous, boring and low-paid jobs de- 
spite all efforts at convincing them 
to change their ways. | 

Information technology will not sweep away the 
legacy of years of suspicion or inertia overnight. But 
it will expose to increasing competition those firms 
not adept at change and self-improvement. The 
developing world is full of cheap and willing work- 
ers. Sit still long enough, and some competitor will 
piece-by-piece duplicate, with computers’ help, 
much of your information-gathering and decision- 
making. The ability to learn as a group will become 
increasingly important for firms looking to avoid 
being dragged down by hordes of copycat competi- 
tors. Learning from and with fellow workers helps 
to keep a step ahead of the competition. Helping 
customers to learn can inspire them to keep buying 
your product. Learning from customers helps to pay 
attention to their changing needs. Learning is still 
something that humans do best, and being more hu- 
man is the best way for men to work with machines. 
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"  [nformation technology leapt 
æ ahead during the 1980's 
Many companies are now com- 
mitted to the most advanced 
technology. One of these is 
Olivetti. 
The difference is that Olivetti in- 
| tends to be the first when it comes 
to bringin the advantages of this tech- 
nology directly to the end user. Take, for 
example, the CP486; using the new 
Intel 486° microprocessor, 
Olivetti has created the 
first Computing Platform, a 
systems platform forming 
the basis for many differ- 
ent applications - from 
high-powered PCs to net- 
work servers to depart- 
mental computers. Or take Olivetti's in- 
telligent use of technology: this has made 
possible the PCS, personal computers 
av E at consumer product prices, yet 
with all the power 
and computing 
capability you'd 
expect from a fully 
professional PC. 
Thanks to the ETV 
40008, desktop 
publishing is now- 
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Our force is your energy 
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adays available to any sec- 
retary who wants to craft 
together texts and pic- 
tures on her own typewriter: 
another example of 
Olivetti technology applied in the office. 
Your bank lets you carry qut all counter 
operations 24 hours a day, 7 days a 
week? Once again, it's because of an 
approach to technology which is truly 
Olivetti-style. 





For the four operating 
Companies in the Olivetti 
Group - Olivetti Office, 
Olivetti Systems & Networks, 
Olivetti Information 
Services, and Olivetti 
Technologies Group - every 
& product and every IT 
application, from faxes to printers, from 
photocopiers to worc processors to com- 
puter systems and networks to any 
other IT application has been devel- 
oped, right from its conception, design and 
construction, with the requirements of 
the end user in mind. 
Olivetti believes that 
this is what technology 
is for: to be totallv 
available to the user. 
To you. To all of you. 
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Our motto is more than pretty words. It's the fabric of our business. 

We make advanced construction equipment, presses, lasers and robots: intelligent machines, 
for enlightened users. Komatsu technology is designed to meet local needs and global concerns for 
the environment. And build better communities without sacrificing the quality of life. 

At the same time, we support open markets through cooperative ventures around the world. 
Wherever we go, Komatsu seeks local partners to share the benefits of technology and prosperity 
We take part in community life as a neighbor. And we also sponsor quality 
imports in our local markets, at home in Japan. 

That's just a sample of how one company works for the world. 

Modest efforts, for mutual rewards. Consider how much we can accomplish 
if we work with care, patience and imagination. Together. 


KO | ATSU Head Office: 2-3-6, to-ku, Tokyo 107, Japan 
Aa VA T ielex J22812 Phone (03) 1-2617 Cable KOMATSULTD 
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UE hers include Sir Alan Walters, i 


ae Meanwhile, the chancel- 
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BRITAIN THIS WEEK 


Musical ius ox teacheds 
East Germany asked Britaü 
| for English teachers, while: 
^L. West German teachers arr 
in England to ease Britain’s 
own shortage: So much for 
German unity. 

















Friend or foe? 
|. Family friends are always wel- 


-|' seems. Margaret Thatcher said . 






her former economic ad- 
viser and arch-critic of the 
















Looking fora clue 


Good news for the brewers 
three women in five now fe 
happy goíng into a pub alone 
and most choose full-strengt! 
| beer or lager. Bad news for 

. Eisberg, the firm which con 
missioned the poll: it produc 
alcohol- free wine. ES 


lor, John Major, hinted Brit- 
ain ida join, the exchange- 










| capping: Margaret Thatcher. 





















A Birmingham woman was ' : 

fined £250 for using her house 

Going incon; m ing a tour of the Soviet Union | for prostitution. It took the 
! 


one èlse. - 


that left no doubt she could ri- | West Midlands police and the 
val Mikhail Gorbachev as the | city council 18 months to find 
world's most popular leader. |. a way to prosecute her; then - 
With foreign crowds, anyway. | they found she didn't have 

planning permission to use. 


The prime minister confirmed 


Time bombs 
The IRA struck again, injur- 
the government’s refusal to 
speed Tail link 


ing guests at a 21st birthday 
party in the Honourable Artil- | subsidise a high-spet 
lery Company headquarters in | from the Channel 


| 
high poll taxes next year. bor g | 
| 
| 
| 











London, where a bomb ex- > London. The French govern- Lord Young, a former trade . | residential property for busi- 
ploded on the roof. A second * ment announced plans to | and industry: secretary, took || ness—contravening the 1971: 
bomb damaged the former nt io . up a £350,000-plus p  Townand Country Planning. 





| ecutive chairman of Cable and | Act. 
Wireless, privatised thes id old. | 
pep sae 1 4 


home in Hampshire of Lord - 
McAlpine, until recently the 
Tory party's treasurer. Born when. Disraeli was prim 
minister, Chancellor Bismar. 
n. | was busy unifying Germany . 
d | Young, calle ed a a too many horses was the — 
for “a decent interval" oftwo- | main eco-threat, Welsh miner 







The director of public pros < 
ecutions said he now accepts 
that the guilty verdicts against 


J * old a of Hers i 


seven members of the Irish “years before politicians took .| (and the world’s oldest man 
Maguire family on explo- such jobs. | | John Evans died on June Ii 


sives charges in 1976 were aged 112. 


“unsafe and unsatisfactory”. All abroad 

The World Cup kicked off to 
a dismal start for Britain. Scot- 
land was beaten by that fam- 
ous soccer nation, Costa Rica. 
England drew with Ireland—_ 
all part of the shuttle diplo- 

| macy with Dublin still pre- 

| British Amad engineers occupying Peter Brooke, the 


| The Animal Liberation Nosübstiy S a 
z : 
~ ended their strike against 12- | Northern Ireland secretary! — | 


| 
Front planted a bomb under Channel rowers. Six London 





















_the car of a research scientist policemen set off from West- 
in Bristol. It exploded, injur- 
ing a 13-month-old baby. 


minster to row to Paris for 
charity. (Donations, please, to 
















Eurotunnel plc. ) 





-hour shifts which, they said, 
would compromise safety stan- 
dards. A BA pilot survived af- 
ter being sucked half-way out 
of his cockpit when a wind- 
screen blew out. The bolts 
were too small. 


Irish shoppers need no longer 
spend 48 hours in Northern 
Ireland when they step north 
of the border to enjoy lower 
prices. The European Court 
of Justice found that the Irish 
law to this effect defied EC. 
trade regulations. The faa 
government is now lobbying 

. for a 36-hour rule. 


rats dnd Ee in hós 
tal kitchens. The report sug- 
: gested that anew breed > 
ane news bulletins ji- 
showed a regal Mrs Thatcher 
wowing them in Kiev, dur- 


Total reported AIDS cases con- - 
tinue to rise. 


sons and wi for the i incr 


Under the Representation of the People Act of 1989, =~ You no longer need to declare an intention to return 
important changes have been made in who can vote to the UK. 
in UK Parliamentary and European Parliamentary | 


Elec ions. 


Your vote will be cast in the constituency in which 
you or your family were registered before leaving 
the UK. 


In order to qualify you need to fill in an application 
form by 10th October 1990? 


To get a form and explanatory leaflet conta t your 
nearest British diplomatic or. consular post. 
"ISTH SEPTEMBER IN NORTHERN IRELAND. 


ISSUED BY THE UK GOVERNMENT 


PLEASE INFORM ANYONE YOU KNOW LIVING ABROAD ABOUT THIS. 

























Worried about the Tories’ continuin 
oit 


has decided that the restructu 


Treatment suspended 


g unpopularity, Margaret Thatcher 


e national hea th service had better 


wait until after the next general election 


URGERY has been postponed. The gov- 


ernment has quietly ditched its plans to 
"begin a radical shake-up of the national 


health service (Nus) next April. The Health 


Service and Community Service Bill will still. 


get the royal assent within the next few 
^weeks as scheduled. But it will bring few 
changes of substance in its wake. Mrs 
.. Thatcher has ordered that nothing should 
„Appen in 1991-92 which would spark a po- 
litical conflagration over the NHS and risk 
losing the Tories the next election. 
‘The government's decision marks a no- 


table about-turn. Opponents of the reforms. 


argued from the outset that the implementa- 
tion timetable was hopelessly unrealistic; 
"but Mr Kenneth Clarke, the health secre- 
tary, has. always insisted on the need for a 

- bold leap forward as soon as possible. The 
^ new strategy was agreed upon at a series of 
meetings early last month between Mrs 
Thatcher, Mr Clarke and assorted senior of- 
ficials. These were set up by the prime minis- 
ter, apparently after Mr Cranley Onslow 


and Mr Marcus Fox, the chairman and dep- 


uty-chairman of the 1922 Committee, told 
her that backbenchers are terrified of an- 
other big row with the doctors which they 
. think would spell electoral disaster. 

.: Mrs Thatcher's main worry is about 
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timing. Sticking to the original timetable, 
outlined in last year's white paper, would 
mean switching to the new-style NHS in Au- 
gust 1991—awkwardly, just about the time 
that the party machine may be gearing up 
for one of the most up-hill election cam- 
paigns it has ever faced. NHS insiders point 
out that the early stages of the reforms are 
likely to be hectic—many say chaotic—as 
successful hospitals squeeze resources from 
the unsuccessful and managers come to 
terms with hopelessly inadequate informa- 
tion about costs and benefits. The prime 
minister calculates that a spate of newspaper 
stories about hospitals “opting out of the 
NHS” and wards closing down would be a 
gift for the Labour party. 


Backing off i hard to do 


Mr Clarke himself is none too pleased with 
the. prime minister's minimalist agenda. 
Naturally pugnacious, the health secretary is 
obsessed with his battle against the medical 
establishment and determined not to give 
the British Medical Association (BMA)—a 
trade union he loathes—the pleasure of say- 
ing "we told you so". He seems to be as 
gung-ho as ever, determined that the NHS re- 
forms should be a fait accompli by the next 
election (which he hopes will be as late as 


. such controversial changes only if 
. things on its side: substantial r 
-cash to ease the reforms into place a 


lems. Aware that the next public-sp 


cult", he intends to warn the cabinet aga 


ing out ever more loudly since last summe 


-pointment of Mr Peter Griffiths as dep 


possible). For lim iar matters i is s to 
up the momentum. Wed. uum 
Politics, however, favours Mrs 
er's trimming rather than Mr. 
ing. The government could hop 




















goodwill to appease the voters. Sur 
flation, crippling interest rates and the 
tax débâcle have eaten away at both. | 

By leaping to the top of the po 
agenda, the poll tax and inflation ha 
added more directly to Mr Clarke’ 











round will be “genuinely extreme 

















































financial stringency for the NHS. He: 
to be disappointed. Senior Conservat 
are convinced the government will use 
spare cash it has to buy off anxiety about 
poll tax. Mr Clarke will be expected to keer 
the NHS running with minimal disrupti 
but will not be given money to add (as they 
see it) expensive bells and whistles. : 

Meanwhile, and for quite different rea- 
sons, top managers inside the NHS are als 
urging caution on Mr Clarke. District anc 
regional general managers have been point 


that the original timetable ran the risk o 
chaos: health authorities, they insist, simpl 
lack the information and expertise ‘needs 
to run the putative new service. The ap 


chief executive of the NHS in Septen 
1989 brought these worries into focus 
For Mr Griffiths’s first move w 
commission a study of how prepare 
health authorities were for a launch « 
April 1991. The answer: with a hanc 
exceptions, they were strikingly unpr 
He then circulated a policy-docume 
Weeks and Counting”, which helpe 
ber up the enthusiasts. The internal m 
he argued, might not be in place fo 
even ten years. Mr Duncan Nichol,. 
chief executive, is now thought to fas 
policy of steady-as-she goes. | 
Despite Mr Clarke's dilemma, t 
already signs that his own. departm 
adopting a more cautious approach. ^ 
not surprising: Mr Clarke now says: 
will be no big bang" and he and Mr G 
have been touring the country telling 
managers not to risk disrupting the ser 
(Some managers even claim that the 
been instructed to get any rows ove 
this summer, to give the electorate as 
time as possible to forget they. eve 
pened.) The new buzz words are "so 
ing" (Mr Clarke), "no surprises" | 











































ernment has to rein back its reforms 
hout looking as though it has caved in to 
ddle-class lobbyists and without demor- 
ing those NHS employees who are eager 


abour propaganda to the cone he 
ith department currently. 

ours two face-saving tactics, 
The first is to claim that 
white paper was never 
te as radical as its support- 
claimed or its critics feared. 
éady, in an’, Orwellian 
ch, the jargon is being de- - 
icalised. Managers and civil 
vants now speak sweetly of 
intracting" rather than “in- 
al markets" and aed E 
IS rather -| than 
chasers’, | i , 
The second, and "neo tactic is” 
Ik tough and act soft. The government 


naged and strictly limited. 
-Health-service. insiders. have uicit 





ning from the department. Managers " 
roughout the country.now admit in pri- 
ate e that Ey are > peparing for, cosmetic not, 


ical 





uw Qurros: you. are nay saga to 
Should you drop. your prices, risking a 


ing cost of 17% or more in the hope of a 
capital gain on the eventual sale (assuming 


can one day be found)?  . 

. A nasty choice. So a hybrid scheme, al- 
owing you to strike deals at a lower price 
while still keeping an option on any future 
gain, might well appeal. If so, you would 
be joining companies like. Regalian Prop- 
rties, Fairclough Homes and Rosehaugh 





0-50 financing". | 

. It involves developer iud. bise alike 
a punt on long-term interest rates. and 
set values. Typically the customer hands 


his down-payment, while agreeing tó pay 
the rest of the. purchase price in (say) five 
ears time. ih 
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66 


E dun and managerial, "hes 


change—a significant. minority, despite - 





uld boast of the success of the reforms - 
ile ensuring that changes are carefully 


arnt to decipher contradictory signals - 


A not-so-nifty | fifty-fifty - 


NJ be a residential property developer in. 
~ London. You almost certainly have a large 

-. number of unsold houses ori your books, 
book-loss on the sales just when you think’ 


he market may be bottoming out? Or — 
should you sit tight, sweating over a carry- . 


buyers for those trendy little maisonettes | 
lential market that have tried in recent © 
onths to push sales ahead cn the basis of 


half the asking price ofa. property as | 


i; is i is not necessarily 50-50 at. 





a, 


siastic amon ng ms worry hath Mr ub 


will use his reserve powers to smother initia 
‘tive for the sake of humdrum continuity. 
For instance, the smart money is betting 


that no more than 25 hospitals (out of a to- 
tal of 4,000) will be be granted self-govern- 


ing status, and that general practitioners - 
‘who opt to run their own budgets will find 


. themselves hamstrung by the 


_ tracts between purchasers and 
A providers will turn out to be lit- 
tle more than an elaborate way 

i of describing. what is already 
.. going on rather than mecha- 

^ . . nisms which give real power to 


sioners—of health care, 


T ` tempt BMA officials and Labour 


politiciaris’ to pronounce the Health and: 


Community Care bill. still-born, Perhaps 


they should resist the temptation to pro- . 
-nounce the last rites too isoon. The prime — 
minister has stressed she is merely changing 
_ tactics, not strategy. Her heart still belongs. 

to the internal market. As she is wheeled. 
into.a high-tech user-friendly NHS hospital 


early next century,. Baroness ss Grántham may 
yet enjoy the dios Pug: 





^ 


vall, of course: it might Be 50-75, or 50-105, 
or 50-35—depending on an independent 
valuation of the property when the sec- 

ondinstalmentfalls due... ^ ^. 
^. In most contracts the down-payment is. 


| simply deducted from this valuation to ar- - 


rive at the second instalment. A.£200,000 
flat bought for £100,000 plus a fancy for- 


ward contract. would turn-out to be 50.40 - 


if the going price of the flat on the second . 
payment .date was. reckoned .to be 
£180,000, requiring the ‘buyer to stomp 
up £80 000 instead of the £100,000 that 
the hapless developer first thought of. 
-The companies behind these brain-. 


teaser schemes are offering credit ona 


grand scale. Under the usual terms of a 
contract, the buyer has the right to pur- 
chase the rest of the equity at any time; 
alternatively, at the end of the period, he 
can sell his initial 5096 stake back to the 
developer at the valuation price. If the 
market rises over the five years—dictating 


à second payment larger than the first— 


the buyer can always re-sell in the market. ; 


But in that case he must split any profits 
equally with the developer. If the market | 


falls, the developer has made a lousy in- 
vestment but the purchaser has cushioned 


"department. Again, most man- - 
^. agers recognise that the con- 


.purchasers—whoóps, commis: _ 


No doubt: all-of this will i 


'sultants, 


. over the prospects for resale values i in DIE 


desperate for cash sales, have entered into 


A thousand cuts. 





L INA " CE directors who have been hol 
A. ing their breath for signs that the gov- 
ernment is winning its battle against infla- 


. tion must be turning. blue in the face. A 


1.1% jump in the volume of retail sales in 
.May, on top of a similar increase in April, 

cast further doubt on the biting-power of 
high interest rates. Manufacturers’ factory- 
gate prices rose by 6. a) in the 12 months to 


| some of his loss. | 


The schemes have so far had less im- 
pact on buyers than might have been ex- 


| 
| 
pected. After all, the Henley Centre for | 
' Forecasting thinks that house prices in | 
| 
| 
| 


London and the south-east, after falling 
by 1.9% this year, will rise by 5.7% in 
1991 and 14.9% in 1992. Yet at the last 
count, Fairclough had sold about 100 out 
of 170: properties on offer with 50-50 
terms, Regaliana mere 85 out of 800 on 
offer and Rosehaugh had sold 64 out of | 
190, All three companies are heavily ex- 
posed in London's Docklands; a recent re- 
port on the area by DP3 Ltd, a firm of con- 
suggests many prospective 
buyers have been deterred by-uncertainty 


years’ time. a | 
Meanwhile, what stare be diei TA 
of the 50-50 scheme on the sellers? Some, 


contracts that leave them wide open to 
market fluctuations. Rosehaugh's scheme, 
for instance, offers: buyers an option to 
sell their property back to the company in 
year three at the purchase price, plus in- 
terest compounded at a 10% annual rate. 
When property transactions start spawn- 
ing a half-baked futures market like this, it 
may be time for staid old speculative 
builders to > head for the hills. 














y-—their fastest increase since 1985. The 

retail price figures for May, due. on June 

(o5 I5th, were expected to show Britain’ s infla- 
~~ tion rateedging closer to 1096. — . 

«o Happily for the chancellor, and the às- 

phyxiated borrower, this recent blip belies 

the underlying trend. By a curious coin- 

. €idence the 12-month growth in retail sales 

. also came out as 1.196 in the year to end- 

















... probably overstates the. be ies of con- 
sumer. demand: 
defined, cover only 40% of total consumer 

| spending—excluding, - most significantly, 


car sales. Motorists seem to be hanging on 


to their old models: new car registrations 
were 1296 lower than à year ago in the three 


months to April. As for consumer confi- ` 
dence, it is now lower than at the nadir of 


the 1981 recession (see chart). 






rose’ to°942% in April-—but real. personal 
disposable income (ie, taking account of in- 





flation, the poll tax and the modest tax in- 
creases in the March budget) looks set to 


grow by only 1.5% this year, compared with 
an average of 4,5% over the past four years: 


income since 1981. ; 
The housing market also remains de- 


pressed, despite the best efforts of property ` 


developers (see. box on previous page). 
. Turnover is running at half the level 
hotched:up in the third-quarter of 1988. 
The housing boom carried much of the 


. — blame for the credit binge of the late 1980s 
and the consequent surge in inflation. The | 
increase in wealth encouraged people to- 

spend and borrow more and save less, while - 
increased turnover in the housing market. — 
boosted home-buyers’ purchases of carpets _ 


and. furniture. If interest rates start falling 


, next year, will this put lots of cash back into. ` 
home-owners’ pockets and set the whole. d 


+ Whirligig off again? 
~~ Goldman Sachs, an investment. bank, 
.. thinks not. It says the housing market is'un- 
— likely to recover that quickly, for two rea- 
sons. First, the ratio of house prices to aver- 
age earnings remains unusually high (there 
. has traditionally been a close link between 


house prices and incomes). So average earn- 
ings could grow by. 10% both this year and 


next while house prices stayed more or less 
unchanged—the result would be a prices-to- 


incomes ratio roughly in line with the his- 


torical norm. Second, mortgage holders 
> would not necessarily be launched'off on an 
immediate spending spree by lower interest 
rates in 1991: a growing proportion of mort- 


gages (7596 of the Halifax's, for example) 
have their payments. adjusted only once a. 
year. Bad news for house-owners, but a ray | 


"d ai for the chancellor. Saa 
CUORE 


| Churinel rail link 


^ May. This moderate indulgence conttasts 
_... with annual growth of more than 896 in the: 
heady days of 1988. And even the 1.1% rise 


“retail sales", as officially - 


c Pay packets may be getting fatter all the 
ne—the 12-month growth rate in earnings ` 


This would be the smallest rise in disposable. 
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Crawl, Britannia 


FTER two: years of political manoeu- 


vring, the cabinet has decided that it is, 


"not worth spending £3 billion digging up 
. much of Kent to allow Londoners to get to 
. Parisian restaurants’ 15-30 minutes earlier. 
Or look at it another way, On the. day . 


France announced that it would build more 


than 2,000 extra miles of high-speed rail - 


ways at a. cost of £19 billion, Margaret 
Thatcher proudly proclaimed that not a 

penny of taxpayers’ money would go toa 1. 
mile fast line linking London to the contr 


nent. Now that plans for the line appear to 


have collapsed, what will Britain lose? 


The collapse isnot final and never can - 
Perna more than the successive failures of 


schemes to build the Channel tunnel itself 
were final. This is important for the resi- 


| M Sii on a show 





Cond They have been visited by the 
Princess Royal, Lord. Whitelaw, Mrs 
«Margaret Thatcher. and well 
150,000 Ukrainians—to say nothing of 
“the Soviet TV crews that have mobbed 
them. Not bad for an ordinary family 
-with grease stains in the sink and clothes 


© Pm not an exhibit, Boris 
Saaie a e a ROME Vot 


du of Kent whe | 


"pose. Not only will they be deprivec 


gently than any other area) but ho: 
proposed routes will remain. bligi 
. cause it is odds-on that the long-ter 


. BICC to announce that it does. no 


Heute mmm rar aam mm rH ee Hitt tuti mtm tiim TT rtt ^ 


ale MR GORBACHEV missed dd all over the bedroom floor. - 

Goodwins in Kiev. Still, for a typica: - 
British family living in a three-bed. semi 
€ with two children and a dog, they cannot ` 
itself part of a programme of even 


over. -which is being held in Kiev, capital of the 


. wowing the locals. But meanwhile, in ai 
» adjoining: neo-Stalinist exhibition ha 
around 50 British. companies have’ 
parading their wares. in a trad 
- bition organised by the Departmen 
. Trade and the British-Soviet Ch 
of Commerce—and this has: Creat 
of a sensation. 


»soned for the sake of the even 


hibition and related cultural events. 


doing useful business. Just keeping: 
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ironic: 
among the worst losers from d fi 
postponement of the line they so bi 







































































great improvement in commuting : 
the line would have produced (fast-g 
Kerit probably needs new trains m 


ative for this route will not go away. 
_ A new project for the link could 
ing in one of several ways. The | 
would be for the present conso 
tween. British Rail, Trafalgar. He 





need the subsidy i it has been. reques 
government. That is not inconceivabl 
sort of thing that happens when \ 
"who blinks first" with.Mrs Thatct 

If the consortium collapses; hoy 
British Rail's incoming chairman, Mi 
Reid, is likely to look at ies possibil 


. The Goodwins are no ordinary ‘ ordi 
nary. family” but the centrepiece of the 
government's British Life Exhibition— 


called “The British Days. in the USSR 


Ukraine, all this month. | : 

The exhibition, which cost £7m;: has 
impressed the Ukrainians with its re-cr 
ation of British life: its technical clever 
ness and professionalism are undeniable 
Staged by the Foreign Office, it was 
clearly set up with the . intentiot 


‘Tt was evident from the start th : 
atanta rivalries would not be 


whole. Though the lady from the Bri 
Soviet Chamber of Commerce at 
man from the industry department 
shoulder to shoulder giving out 
bags to the grasping throng of U 
ans, the Foreign Office was conce 
only with its show: its press facilitie 
the Soviet media covered just its ów 


Still, many of the tradesmen out 
the limelight next door said they w 


with the Goodwins, as one of the exhi 
tors put it. 

























































ng up sida an. existing private venture 
noting a link along a new route, or of 
g ahead with an. all-BR route. Mr Reid, 

s serving out his notice at Shell, is 
inclined to a partnership route than 
redecessor, Sir Robert Reid, and could 
ttracted by the well-presented scheme 
pushed by Ove Arup, a firm of consul- 

engineers. But he may fear that a 
me eg a pense eec rate e of re- 


a= (Curzon Aspinall was once Lone 
don's raciest casino. There was not 
rch surprise when it closed down in 
May—but there was plenty earlier this 
month, when its original owner, John 
i Aspinall, announced he had bought it 
back again. The surprise had less to do 
-With the fact that he retains his taste for 
. the tables and more to do with the state of 
London's casino industry. It is unhealthy 
enough for three-quarters of its 20 clubs 
to have been put up for sale in the past few 
months. Their total profits have dropped 
rom £245m to £196m since 1987. | 
‘If worldwide economic trends are mak- 
g times hard for casinos everywhere, 
ndon has been dealt a particularly weak 
nd. Over half its casinos are high-stake 
ubs, relying on wealthy Arabs and inter- 
tional: businessmen. who can. lose 
500,000 over a weekend and still keep 
iling. (At least 80% of their business 
mes from foreign visitors, mostly Arabs, 
reeks and Japanese.) But there seem to 
- fewer such customers around these 
s than five years ago—and the remain- 
gh-rollers are omit to London less 















gh-stake casinos are. opening slicer 





onte Carlo, Nevada and Macao: Gam- 
ing kings like the Sultan of Brunei and 
r Kerry Packer could be placing their 
xt bets in Tutkey, Spain Of Astralia, 





rywhere, not just in the old haunts like 


cely to be at least double BR’S 8%) will 
end in the same mess as the present scheme. 


And one effect of the latest setback, which 
makes a bill for any new scheme unlikely be- 


fore November 1991, is to make a BR-only 
Scheme more viable. BR's initial reluctance 
to go it alone was based on pessimistic traffic 
forecasts that said the line would only break 
even if completed sometime between 1998 


and 2003. A delayed bill could mean open- 


 inga little later as well. 


While Britain waits for its link, PN will 
it be missing! Not much, British Rail is now 
trying to claim: from 1993, passengers will 
still be able to get from Paris to London in 
three hours (rather than 21⁄2 with the link); 
passengers for the north will be able to take 
twice-daily through services shunting round 
the west of London. That complacency 
misses several points. A new line to Kings 
Cross (the present one goes to Waterloo) 
would allow far better interchanges to the 
north. Existing Kent lines are fast becoming 
sclerotic, promising the sort of delays that 
airline passengers would love to escape 
from. And, anyway, how long would it take 
to reach Paris, even via the Chunnel, if the 
French had scoffed ; at ai 30-minute ; sav- 


Maytair'e weak hand ” 


skei casinos are new but lucrative. Ev- 
eryone likes rich visitors. 

What could the Golden Minaret in Is- 
tanbul possibly have that its Mayfair rival 
doesn't? No silly rules, for a start. Thanks 
to an explosion in uncontrolled. gaming 


| during the 1960s—London had 1,200 ca- 


sinos in 1966— British gambling laws have. 


; hid treated punters like schoolchildren 





: Forget the. i image of a martiiii-sipping 








; ames Bond staking the mi6 budget on a 
round of blackjack. with Blofeld. British 


B casinos cannot dead credit. They cannot 








| 'quivalent retch: of their line? 
"A ee link would also have a useful ef- 
fect on freight—either by carrying goods- 
trains itself or by relieving passenger traffic 
on other lines. The transport secretary, Mr 
Cecil Parkinson, has tried to play down the 
importance of the tunnel for freight, claim- 
ing rather absurdly that it will transport 

“only 6% of Britain’s foreign trade". That 
may be true if trade is measured by the 
tonne and North Sea oil and other deep-sea 
bulk shipments are included in the total. 
But the distribution of trade between the 
main ports looks different if measured by 
value rather than weight (see chart): a big 
slice of Britain's non-bulk added-value trade 
crosses the Dover straits. 

Though the specific damage of not iiv 
ing a fast link may be relatively localised, the 
symbolic impact of not following France, 
Germany, Italy and Spain into the age of fast 
railways will be much greater. Mrs Thatcher 
points to the tradition of not subsidising in- 
ternational transport links, without pausing 
to wonder whether they might soon be 
among the most important parts of a na- 





tion's infrastructure. 





put on live entertainment. They cannot 
serve alcohol after midnight. Only the 
standard six games can be played, of 
which roulette is still the most popular. 

Even more restrictive than all those curbs 
is the rule that new members must wait 48 
hours before they can play. Presbyterians 
would be proud. 

Aside from. mavericks like Mr 
Aspinall, who else sees a future for the 
business? Mr Max Kingsley is manager di- 
rector of London Casino, the company 
that owns many of the fanciest names like 
the Ritz and the Casanova. He is still op- 
timistic, pointing out that most of the ca- 
sino panic is coming from corporate con- 
glomerates who bought into the industry. 
during the 1980s boom, often borrowing 
heavily to do so. 

As high interest rates bite, these com- 
panies are finding out that casinos do not 
always pay out. Mecca, a big leisure com- 
pany, has now joined blue-chip firms like 
Grand Metropolitan, Lonrho and Brent 
Walker in the rush to sell its London casi- 
nos; the industry outside the capital is far 
healthier, depending less on foreign big- 
spenders. 

In such a specialist industry, there may 
be no substitute for experience. Which is 
where people like Mr Aspinall score. Be- 
ing one himself, he knows what makes 
gamblers tick. No stake was too high for 
the house, he used to say. Bold words 


from the old high-roller—but not the- 


kind of sentiment that trips so lightly off 
the salaried executive's tongue. 
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Lady Melbourne she isn't 


ERE is some conventional wisdom: 
the government is so petrified by 


- || Labour’s lead in the opinion polls that it is 
- |. shelving any reform that will alienate Brit- 


|. ain’s conservative voters. In the short run, 
that judgment seems correct. 


.. The caution is showing up in some of © 
‘the biggest third-term challenges. Like. 


education: the more radical elements of 
Mr Kenneth Baker's education reforms 
are being diluted by his successor, Mr 
John MacGregor—fewer tests, less in the 
core curriculum and, probably, fewer self- 
managed schools. Or health: Mrs 
Thatcher has flashed an amber light, if 
not.a red one, for a genuine internal mar- 
: ket for the NHS before the election. 

<a - With the cabinet committee on poll- 
: tax reform arguing about the extent of 
charge-capping for next year, it seems 
clear that the most radical poll-tax solu- 
tions have already been discarded as too 
embarrassing or too disruptive, or both. 
Of the greenery and transport issues, road 
pricing is out, because it will anger motor- 
ists. The privatisation of British Rail 
seems to be a forbidden subject, though 
work carries on behind the scenes. After 
much prevarication, Mrs Thatcher's deci- 


sion not to subsidise the fast rail link from 


London to the Chunnel may have much 
to do with irate nimby voters in Kent. 


Disarmament is yet another example. . 
Despite the continuing attempts of the de- 


fence procurement minister, Mr Alan 
Clark, to stir up the debate— this week he 
called for cheaper, simpler, air defences— 
it seems that Mrs Thatcher will take no 
drastic decisions to slash forces or turn off 
weapons programmes before the election. 


No armaments factories will close just yet. 
After a decade of frantic counter-revo- 


lution, this sudden prudence seems dis- 
tinctly unThatcherite. One junior mem- 
ber of the government describes it as “the 
frozen rabbit syndrome" —with Labour's 
poll ratings beaming out of the dark like a 
juggernaut's headlights. The mood of ti- 
midity among many ministers is striking. 
And most backbenchers only too clearly 
| want slimmer postbags and higher spend- 
. ing, paid for by a possible budget surplus 
of £7 billion-8 billion. What of Mrs 
Thatcher herself? Can it really be that she, 
of all people, is modelling herself on that 
great do-nothinger, Lord Melbourne? (Re- 
member his dictum: ' Try to do no good, 
and then you won't get into any 
scrapes —or, perhaps apocryphally, "the 
only good change is a change for dinner.) 

No: Mrs T is not yet a modern Lady M. 
The debate between the radicals and the 





consolidators over the next election mani- 


festo has not yet begun to reverberate, - 


and the radicals have plenty of ideas left 
for her to champion if she will. It is still 
hard to summon up the image of a com- 
placent Mrs Thatcher taking her party 


into the election mumbling "safety first" 


(Baldwin's dismal 1929 battle cry). 

It is much more likely that the prime 
minister is just biding her time. She seems 
almost complacent about sterling joining 


the European exchange-rate mechanism 


(ERM) as a preliminary to a more strongly 


pro-European tone from Whitehall. But 
watch carefully. Currency issues may yet 





Lord M, old sinner 


prove the flashpoint between the old lady 
and her pushier ministers. 

The chancellor, Mr John Major, and 
the foreign secretary, Mr Douglas Hurd, 
have been working closely together to pre- 
vent a serious bustup over European 
monetary union at the Rome intergovern- 
mental conference in December. Their al- 
liance in cabinet is strong, and significant. 

Together, they have been mulling over 


the timing of British entry to the ERM. 


With inflation, as currently calculated, ex- 
pected to fall steadily between this Sep- 


tember and February 1991, the autumn 


appears to be their favoured option 
(though some Brussels-based observers tip 
July). Entry before the Labour conference 


which starts on October Ist would snatch 


away a central theme of opposition eco- 
nomic policy and steal some of the lime- 
light. Interest rates might be progressively 


and exchange-rate policies and common 
. intervention against the dollar and the. 
yen. It sounds a little like the second stage 


. lengthy stage two and agree to differ on. 


i he discussed a potential fudge with- 







































lowered to allow for a June 1991 electió 
if the polls were favourable. 

It appears that Mrs Thatcher can tol 
ate muscle-flexing from the Treast 
about the date of ERM entry. But the pu 
licity about Sir Alan Walters (the prim 
minister's "family friend" whose adv 
caused Mr Nigel Lawson to resign b 
who still discusses policy with her) may: 
a coded warning signal from Down 
Street. The really tricky issue, which ma 
yet cause melt-down, concerns what h: 
pens after Britain joins the ERM. Until- 
cently there seemed no possible compre 
mise between her hostility to monetar 
union and the determination of other : 
leaders to press ahead. 


À hidden agenda? 


But the faint outline of a deal is appearing 
In a speech to German industrialist 
London on June 12th, Mr Major droppe 
any mention of the old Lawson: idea 
competing currencies as an alternative ti 
monetary union, and concentrated in- 
stead on the co-ordination of monetary: 


of the Delors plan for monetary union— 
and Mr Major referred to it as part ofa 
sequence, "beyond stage one”. E 

Although a Treasury paper on alterna- 
tives to Delors is not yet ready, it too: 
seems likely to concentrate on this half- 
way house to union, including a proposal. 
for a semi-official European body of fi- 
nance ministers and bankers to coordi- 
nate policy. One idea is to accept a 


the ultimate goal, monetary union. = 

Pursuing this, Mr Major has turn 
shuttle-diplomat. What the Treasury 
his “charm offensive" started in. Irel 1 
on March 30th. A month later he 
talks with the Italian finance minster 
Guido Carli, in Rome, and on May. 


French counterpart, Mr Pierre Bérégove 
in Paris. Next comes Mr Theo Waigel, t 
German finance minister. x 
Weaving between exchange-rate px 
and old-fashioned diplomacy, and hedg 
about with ifs and buts, the Major ir 
tive would help the Tories to pre 
themselves as a staunchly European pa 
But can the circle be squared? A "st: 
two" monetary deal suggests other 2 
may follow—and the other EC countr 
assume they will. If Mrs Thatcher and ! 
close family friend think the Major-Hi 
team is going too far, Lady Melbout 
could yet disappear in a flash—and b 
tling Boadicea would emerge grimly 
the smoke. 
































The aii for 1989/90 represents à Sood aes 
» achieved. in Pcséasingiy < dineull dA: conditons. in xac 


"PERFORM ANCE REVIEW 

v CAE the Operating level sales are. ahead By 13% and 
profit have increased by £11 million. | E aa. 
;Thisi isa pun creditable achievement ard iet against 





-FLAT AND SAFETY GLASS _ a 
.. .Tlie. European operations increased prof s Y. £9 
million. this year. In Germany, Flachglas ach 
id n aintained- its market position ii 


operations of Pilkington "Glass Limited achie 
< satisfactory performance. = 
n ; Libbey-Owens-Ford in the United States expe £ 
. a severe downturn in profit in the second half, due to sharply 
;.reduced new. car production. However, the. co 
"formed welli in the architectural and residential má 
si Results in Australia were well down on ti 
". year, South Africa and Brazil achieved record resul 


INSULATION AND REINFORCEMEN | | 

Trading conditions were difficult with lower demand 

in the market due to the reduction in. Uniti 
building activity and the third mild winter in succession. 


VISIONCARE 
Pilkington Visioneare enjoyed.a good start to ihe: year, 





were severely affected by adverse market conditions in the 
United States, the United Kingdom and Germany. The second 


* 


' grohg c demand has returned i in Germany, 
| d OPTRONICS - 


! port u is as they arise. 


E EX | 1 ACTS FROM) THE STATEMENT 
| E CHAIRMAN ANTONY R. -PILKINGTON ; 





-ANNUAL RESULTS 


tions. In fhe United Kingdom, the flat and s s elass s 


Kingdom jud > " Gi T ring rim Bs 14 points as forecast. 


but as predicted in the Interim Statement, the later months _ 


“half downturn in profit was principally due toa decline inthe — 
` United States contact lens market, which is now stabilising. 
There are signs of improvement in the United Kingdom and Z 






FINANCIAL HIGHLIGHTS - 








Turnover 








Profit before tax 


Profit attributable ` 
_ to shareholders 










P ! hareholders funds. 













ni ngs per ordinary 















D dend per ordinary 2 








Excellent flat and safety glass performance i in Europe 
a Investment by Nippon Sheet Glass in Epee Owens raed 


` Successfully completed. 


» Technological leadership extended with. láunch of. new 


products, i in particular: 


= Pilkington K Glass for energy conservation in buildings. 


— - EZ- KOOE glass for solar control and energy conservation 
dn the auto industry. | l 

















-< Warnings and promises 
















ica goes on growing, reports 

the Bank for International 

Settlements (Bis), the. central 

. banks’ bank. lt also gave warn- 

"| ing of fragility in the financial 
.| system because of losses in 

.. lending for property and junk 
bonds. 


The Bundesbank is to ex- 
pand its discount refinancing 
facility to allow East German 
banks up to $15 billion to 
. help finance their c operations i 
— from July 2nd, the first work- 
ing day of currency union. 


The head ol the State Bank 
of the Soviet Union said it 
will try to end the delays in 


soon as the third quarter of 
this year. 


i - The Federal Reserve is look- 


ing into possible irregularities 


can debt. 


Probes and rules 


Án appeal court overturned 
| the Securities and Exchange 
"Commission's attempt to 
make firms introduce " one . 
. | share, one vote" in order to 

e strengthen shareholders 
rights. 











A report on program trading 
by the New York Stock Ex- 
change called for uniform 
rules in all of America's equity 
markets to stop trading more. 
quickly when share prices are 
volatile. 



















Foreign investment in Amer- |. 
| : - GEC-Marconi, the defence | 
arm of Britain's General Elec- 
|. tric, forged a link with 
_France’s Dassault. 

|- Electronique to make, for 

the British government, a de- ~ 


: paying foreign creditors by as E 


= . in the trading of Latin Ameri- 


California’s insurance com- 
missioner decided the state’s 
insurers can make no more 


than an 11.2% return on eq- 


uity. The commissioner hopes 


|. premiums will fall; e insurers — 
will challenge the ruling. 
-Hardware 


Philips and Olivetti, two Eu- 
ropean electronics companies, 


killed off plans to work to- 


gether, saying neither stood to 


gain from the other. 


coy to shield ships from mis- 
sile attacks, 





Enans are ihe most ethic 
cal professionals, according - 
to a poll conducted by Califor- 
nian headhunters Robert Half 
International. Investment 
bankers came last. 


Financiers 
: In Britain, Barclays Bank 


| wrote off $170m against ex- 
| pected losses from the collapse - 
- of British & Commonwealth, 


a financial conglomerate. Na- 
tional Westminster said it 
has lost some $85m in loans to 
Coloroll, a British wallpaper- 


] to-towels group that went into 


receivership. 


Nationwide Anglia, a British 


building society, reported a 
fall in pre-tax profits of 2.1% 
to £234m ($378m) in the year . 
to April, blaming bad mort- 





gage loans and its troubled es- 
. tate-agency business. 





daily, the West Australian 
and a few local papers. 





























Moody's, a debr-rating agency, 


because of worries about the 
status of property loans. 










| To help pay for its $1:3 billion 


bail-out of Shearson Lehman, 
its securities subsidiary, . 
American Express is having 
to raise $825m through its 
first issue of new shares. 


: Belgium's leading bank, 
Générale, is shutting its To- 











| kyo branch, in order to con- 





centrate on Europe. 


Trading 

. In Luxembourg, champagne 
glasses clinked when finance 
ministers made some tangible 
progress towards the EC's sin- 
gle market. Three directives 


the way that companies doing 
business in more than one 
country are taxed. E 








30th wie ind Galbsd of 


| how to forge closer Hinks with 


| the EC. 


. No to Bob 





The Australian finance minis- 
ter rebuffed Robert Max- 
well, a British media magnate, 
in his $135m bid for a 49% 
stake in a new company that 

| would own’ the Perth-based 


can bank: Chase ‘Manhattan, | 


will remove inconsistencies in - 


| vention of International 


Ships, cars, planes 


Royal Dutch Shell stopped. 
delivering crude oil to Ame 
ica after a Norwegian tank 


spilled oil in the Gulf of > 
Mexico. 








General Motors transferre 
car-assembly operation fron 
West Germany to a plant: 
Finland operated by its new 
Swedish partner, Saab. 





Chrysler and Renault-g gav 
up plans to form a $500m 
joint venture for the produ: 
tion of a Jeeptype vehicle in 
Europe. 




























































- Korean Airlines decided to 
buy 23 Boeing 747s worth ilh | 
billion. 















| Commodities. | 






| World trade in i là 
_come toa ‘virtual halt 
last January, when the Cc 









in Endangered Specie: 
for a ban on the trade 
phant products. Ivory pric 
were expected to rise bu 
didn’t—or even fell. As w 
fur coats, it seems cónsum 
no longer want to buy: the 
stuff. | 



















On June 7th the gold pi yri 
hit a four-year low as the m 
ket, already nervous after r 
cent Saudi Arabian dumping 
fretted over lower oil prices 
high interest rates and gold 
sales by Russia. 





















* The Side rise in Gertiian 
bond yields reflects concerns 
that German unity will mean 
not only higher inflation but 
also a larger budget deficit. Are 
concerns about the latter justi- 
fied? In order to answer this 
question, we must analyse a 
number of interrelated factors. 
Some. can be influenced by 
political decisions; others are 
: ard to judge at present. 
—: The first factor involves the 
m rate of economic growth and 
-price trends, which determine 
> the level of tax receipts. Here 
the situation in 1991 should 
.. ^befavourable.Whilethepublic- 
< ‘sector deficit - including that of 
| the social security system — will 
rise this year by some DM 25to 
30 billion, mainly due to the 
_ recent tax reform, it would 
` have declined sharply next year 
if no extra spending had been 
needed for East Germany. Tax 
revenues .will increase again 
substantially because there will 
be no more impact from the 
__,tax cuts and the economy will 
- continue to expand strongly. In 


Germaneconomy: shouldcause 
Teenage points, 


_ The cost to o West st Oertany 
: economy “with its own is the 





* 


dicthow East asitis hard topre- 















fact, the added input of the East- 


second key issue. Any esti- — 
mates here would be. purely 


union. Moreover, a number of 
important political. decisions 
have yet tobe taken in Bonn and 
East Berlin. However, itis clear 
that costs will be incurred 
through the introduction of the 


monetary union itself, the cre- 


ation ofa social security system 
along West German lines, 


improvements to the country's - 


total of about DM 20 billion 
should be needed for social 
security in general, some of 
which can be financed by East. 
Germans’ contributions. How 
quickly the country’s. infra- 
structure should be modern-: 
ised and its economy made ` 


more "environmentally friend- 
ly" is a matter for the politi- 


West Germany's public-sector deficit 
in % of GNP 


i 80 8i 82 83 84 85 
infrastructure and. environ- 
mental measures ~ and, per- 
haps, temporary financial aidto 
East German firms to. ease the 
process of adjustment, ^ 

. The financial bulis will 


probably be heaviest during the 


second half of 1990 and in 1991. 
As regards social security, the 
bulk of outlays will be needed 
to raise old-age pensions from 
their current low levels and 
also to shore up the unemploy- 
ment insurance scheme. Al- 


_ though the precise amount re- 


quired here will depend on 


^ 1 the level of unemployment, a 





: io Paulo, Seoul, Singapore, Sydney T Tehran, X l 


89 90 91 


86 87 88. 


clans to decide. But the scale 
on which private investors 
are attracted will be determin- 


ed in large part by the pace of © 
such modernisation efforts. 


Initially, annual outlays in this 
area could amount to DM 10 
to 20 billion. | 


COMMERZBA 


A aay related point is the 


|. extent to which East Germany 
- itself can shoulder the burden 


of restructuring its economy. 


Its most important contribu- 


tion will certainly be to create 
the legal and other prerequi- 


sites for large-scale private 


investment and make it poss- 
ible to tap the country's entre- 
preneurial potential.Infinancial 
terms, it will initially contribute 
little, as its tax and social insur- 


vance systems, including their 


administrative procedures, 
must be completely over- 
hauled. In 1991, East Germany 
may have a budget deficit of 


. between DM 40 and 60 billion, 
-depending on the scale of West 


German assistance. 

Finally, West German deci- 
sions on spending and revenues 
must also be taken into 
account. The Government has 
repeatedly stated that tax in- 
creases are neither necessary 
nor planned: as indicated 
above, stronger economic 
growth should boost revenues, 
and outlays of some DM 30 bil- 


lion per year, which are a direct 


consequence of the division of 
Germany, could be eliminated 
inthe medium term. Moreover, 
spending could be cut in other 
areas as well. 

. All inall, the general budget 
deficit should rise to 1.3% of 


GNP this year and to about 2% 


in 1991 — hardly a high figure 
either by international stan- 


‘dards or. for West Germany 


itself, particularly in view of its” 
substantial savings. ratio. It 


would most certainly not war- 


rant bond-market yields of 9%, 


NK ate. 
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nto, Zurich. 
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The Pentagon's menagerie 


NEW YORK 








Cuts in Pentagon spending are fordis America's big defence contractors to 
take another look at themselves. Some aim to be hawks, some doves. Those 
without new ideas look like becoming turkeys 


ETNAM is the key to understanding 

the plans of America's biggest defence 
contractors. Among America’s largest man- 
ufacturers and guardians of some of the na- 
tion’s most valuable technologies, these 
ompanies stumbled badly in their attempt 
... 0 diversify rapidly into civilian work after 


-7 America’s defeat in Indochina. Now, faced 


with even deeper and more permanent cuts 
as the cold war fades into the history books, 
they are determined no to >» make the same 
mistakes again. 

So long as peace seems to be PEE 








` out everywhere, that will not be easy. Ameri- 


ca's budget for military hardware is already 


^. in its fifth consecutive ‘year of decline. 


- Expectations of a huge “peace dividend", 
heightened by the warmth of the Bush-Gor- 
bachev summit earlier this month, now 
make it likely that more weapons pro- 
grammes will face the axe. 

Not everything, though, is bleak for the 
military-industrial complex. Today the 
American economy is far stronger than in 
the stagflationary, post- Vietnam years of the 
_ 1970s. Burgeoning world demand for civil 

jan aircraft promises to help at least some of 





1 Pentagon s s aerospace contractors to 





cope with reduced orders for warplanes. 
America's space spending also remains high. 

In the 1970s the lack of anything to 
cushion the post Vietnam military rundown 
caused defence companies to rush in all di- 
rections. Grumman decided to build buses 
to exploit the Carter administration's ambi- 


tious plans to expand urban mass-transport. 


Made from lightweight materials to meet 
government fuel-economy targets, Grum- 
man's buses promptly cracked after career- 
ing over inner-city potholes. The company 
lost $250m on the venture. - | 

Boeing's forays into monorails and hy- 


drofoils were equally disastrous. Raytheon 


lost its shirt making data-processing termi- 
nals in competition against IBM and then 
compounded its problems. by buying Beech 
Aircraft in 1980 just as demand for corpo- 
rate aitcraft went into a nosedive. Genera: 
Dynamics still shudders when it recalls its 
lunges into commercial shipbuilding and as- 


bestos mining. 


United Technologies, which bought 
Otis elevators and Carrier air conditioners, 
was the only successful diversifier. So the 
catch phrases this time are “playing to our 
strengths" and "sticking to our knitting". 


defence work is what it does bes 


share of a shrinking pie as others d 









The ten biggest defence fea 
divided into the hawks, who plan to 
as dependent as ever on defence, th 
who intend to reduce their relian 
tagon business, and the turk 
haven't a clue. 
e The hawks. General - 
Raytheon and Martin Mariett 
hawks, but for different reasons 
Dynamics, the maker of Americ 
most of its submarines and. o 
fighter, has concluded it has no a 


















Paul Nisbet, the defence analyst 2 
tial-Bache, this makes. sense. Ge 
namics, he says, can. hope. to wi 











Raytheon and Martin Marietta 
heavily involved in the highest-tech er 
defence systems. They both think defe 
cuts will be concentrated on "platforms 
industry jargon for aircraft, battleships 
tanks—and so reckon they stand to ben 
from the way advanced electronics syste 
can stretch a shrinking defence dollar. | 
e The doves. General Motors; Boei 
United Technologies and General El 
have chosen to rely on their already substa: 
tial civilian businesses for growth and cha: 
only those defence contracts that promise 
decent profit. For the doves a strong pea 
time economy is more helpful. than 
bumper military budget. 

For General Motors, with its mutig 
problems i in the car business, the Pentago 
is almost a distraction. Even after its a 
sition of Hughes Aircraft, defence bus 
represents only 696 of GM's annual ja 

The amazing growth in. Boein 
mercial business has made its Pentag 
tracts look like small potatoes. Sii 
the aerospace giant’s backlog of gov: 
work has remained steady at arour 
lion-7 billion; while its commercial 
has soared, from $18.6 billion ir 
$73.9 billion at the end of last ye 

United Technologies; after 
sharply cut its dependence on defe 
in the 1980s, is concentrating on exp 
abroad. The company expects its bi 
markets to grow faster than the Ai 
market throughout the 1990s. Unite: 
nologies concedes that working for 
tagon helps to sharpen its technic 
competitive edge. Nonetheless, it c 
to forgo Pentagon orders if, as is 
tougher competition for the bu: 
squeezes profit margins. 
e The turkeys. McDonnell D 
Grumman and Lockheed find then 
real trouble-and seem to have littl 
what todo about it. Last mont 















































































































SEDES 


rating agency, ATE iie de 
oth McDonnell Douglas and Grumman, 
iliation for two proud companies. Me- 


efence contracts. Its: fighter, helicopter, 


kely to be cut by America's defence secre- 
..Mr Dick Cheney. The company has 
von orders for its new MD-11 and MD-80/90 
ivil airliners, but has yet to show it can 
ake money o on them. vProductioni is behind 


ae 


« OR forms of government ib fools 
SoA contest; Whate'er is best admin- 
ister' d is best", wrote Alexander Pope, 
about the COristitüone of countries in 


onsultants, Mr Stephen Nesbitt and Mr 
andall King of Santa Monica's Wilshire 


corporate structures. ; 

Like flared trousers, company: ‘orga: 
ations drift in and out of fashion. In 
he 1970s diversified conglomerates were 
the rage. Operating in lots of different 
sinesses reduces risk, claimed the pun- 
s; actually, it overstretched many 
janagements. and increased the risk of 
eing taken over. With the high-growth 
980s. a leaner, meaner look came into 
ogue. "Concentrate.on the core busi- 





ivities found LBO firms onl y too will- 
o do it for them. So Ren 
Blink once, and might die. volatile 
$ see conglomerates strutting the 
twalk again? Messrs Nesbitt and King’s 
udy, published in. Mergers @ Acqui- 


nnell Douglas has had to make write-offs - 
ngineering blunders on several of its big. 


ile and troop-carrier programmes are all 


Pick a strategy, any strategy - 


he eighteenth century. Two Californian — 


Associates, now say the same thing about 


s” became a management platitude. - i 
ms that failed to jettison peripheral - 


s the performances of - 
rsified, partly | diversi- | 


Grumman, maker of the £14 Tomcat, 


| star of the film "Top Gun", will be the hard- 
est hit of all ten leading Pentagon suppliers 
by Mr Cheney's proposed defence cuts. The 


Long Island aircraft manufacturer may lose 


‘its cherished role as the main supplier of air- 


craft to America’s navy. The company is 


keen to diversify but, lacking cash and confi- 


dence, is finding the move into new markets 
daunting. 


Lockheed, like McDonnell Douglas, has 


had to make write-offs for cost-overruns on 


defence contracts. Again, like McDonnell. 
: Douglas, it finds several of its most lucrative 


key programmes on Mr Cheney's hit list. 


But, unlike McDonnell Douglas, it has no 
fat civilian order book to offset shrinking 


defence revenues. ^ 
- Lockheed is rightly famed dor its politi- 
T guile, having successfully lobbied for a 


government rescue in the 1970s. The cot- 


pany may yet have a trick or two up its 
sleeve. In what some in the industry see as a 


master stroke, this turkey flew out of its 
coop in the Los Angeles suburb of Burbank | 


last month and transferred its entire aircraft 


business to Georgia. By an extraordinary co- 
. incidence, this is the home state of Senator 


Sam Nunn, Congress's most influential leg- 


| islator on defence i issues. 








fied and B industrial ad utility 
companies over the ten years to 1988. 
Two measures of market performance 7 
(total and risk-adjusted returns to inves- + 
tors), and three of operating perfor- 
mance (return on equity, return on as- - 
sets, and growth in earnings per share), | 
áre used. The results, in the words of Mr 
Nesbitt: "Our study showed no statisti- 


cally conclusive evidence that diversifica- - 


tion either benefits or hurts corporate : 
performance s So there. 


x " 








: Chrysler ^ | 


Into a skid. ae 


schedule and the company i is incürritig pen: i 
- alties for late delivery. 


F 
|- 
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EE IACOCCA i is acing a lonely Baie to 
revive America’s third-biggest - car- 


maker. After a series of management defec- 
tions, his heir apparent, Mr Gerald 


Greenwald, resigned as vice-chairman on 
May 30th to head an employee buyout of 
United Airlines. A week later Mr Bennett - 


Bidwell, a. 63-year-old top executive, said he 


planned to retire early next year. Then on 


June 12th came another blow: a planned ` 
$500m joint venture with France's Renault 
to produce a new Jeep-type vehicle was aban- 


- doned. With sales and: profits. squeezed and 


Moody’ s, a credit-rating agency, considering 
downgrading about $22 billion of the com- 
pany's debt, Chrysler's future looks bleak. It 


. might not survive on its own. 


Mr lacocca bristles with indignation at 
any comparison with 1979, when the com: 
pany was saved from banktuptcy by a $1.2 
billion loan guarantee from the govern- 
ment. To calm investors’. fears, Mr Iacocca 
says he will stay on after his contract expires 
in 1991, when he will be 67. Restoring the 
company’s fortunes will be tough. Chrysler 
has been talking to. Dollar Rent-a-Car, 
America’s fifth-largest car-rental company. 
A stake in the firm would give Chrysler a 
large captive customer, but do little to solve 
the carmaker’s more fundamental problems. 

Chrysler lost momentum after its fool- 
ish purchase in 1987 of American Motors 
from Renault. The acquisition increased its . 
costs sharply. Mr Jim.Harbour, a Detroit- 


' based manufacturing consultant, has calcu- 


. lated that in 1987 Chrysler’s pre-tax profit 
per vehicle was $779, or d margin of 7%. 
Last year it shrank to only $263 per vehicle, 
or 296. On top of that, the company is hav- 
ing to discount heavily i in a declining mar- 
- ket. Its. innovative minivans face growin~ 
competition from new products launcher 
by its rivals. 

. Mr lacocca insists Chrysiet- still has 
plenty of fight left in it. He says the company 
is on target to cut $1.5 billion out of its fixed 
costs, and he has begun an aggressive mar- 
keting ` campaign, storming’ across America 


‘to. bend the ears of potential customers. 
* Chrysler's cars, claims the perpetually buoy- 


ant Mr lacocca, now represent better value 
and quality than, those pouring out of Japa- 
nese-owned plants in America. But some of 
Chrysler's designs : are old: Replacements for 
its mainstream K-series of cars may not be 
launched until 1992, In recent months the: 
company’s share of the American car mar- 
ket has fallen below 8%, competed WIES its 
10% share last year. - 

Its relationship with nodis is not the 
only partnership to have’ soured.. Unlike 
Ford, which is thriving partly due to its close _ 
links with pe s Mae Chrysler has re- 
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| Spanish lessons for Britain’ s EMS entry - 


m Britain dithers over when to take sterling into the — 


|, mechanism of the European Monetary 
“year of membership. Its experience suggests that the EMS helps tosolve . 
all oid problems but can pa create new ones | | 





$9 INKS and ice continue to pre- 
-N V. pare financial markets for sterling’s — 
; entry into the exchange-rate mechanism 





(ERM) of the European Monetary System. 


The pound will enter in the autumn, said 


this week's rumours. (“Pure speculation," 
said Ten. Downing Street, careful neither 


to confirm: nor deny.) Most City econo- ~ 
mists now take the:move for granted, and - 
almost às many are convinced that it will 


_ bea good thing. Ought they to be so sure! 


pi Spain’ s experience raises doubts. - * 


n - . E 
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“eta into the ERM in n dune 1989. re year 
;later the economy is still troubled by high 
inflation and a large and growing current- 


account deficit. At just under 7%, the in- 
flation rate is about the same as in June 
1989; the current-account deficit in the 


year to April was $12 billion, against $7 
- billion in the year to June 1989. Short- 


term interest rates, at 16% and. more, are 
even higher than in Britain. - 


By itself, however, this comparison 
does not get you very far. The right ques- - 
tion to ask is what would have happened. . 


if Spain had not joined the ERM. As Mr 


José Viñals; a senior economist in the 
‘Bank of Spain, told a discussion group at 


the Centre for Economic Policy Research 


in London this week, the peseta’s first 
- year in the system did bring benefits*. —— 
To begin with, remember: that for 
"roughly three years before Spain joined 


the ERM, the authorities had set interest 


'rates to ensure that the peseta shadowed 
the D-mark. This kept money tight. After 
_,. June 1989 the government was formally 
. committed to this policy, promising to 

. keep the currency within a band of 696. on 
, each side of its central rate (the system's 


other currencies have narrower, 2!A96 
bands). Tracking the D-mark brought i in- 
flation down in Spain while it was creep- 


J _ ing up elsewhere in Europe. Although an — 


inflation rate of 7% remains high by Eu- 


; Tope s standards, it is low by Spain's. 


In joining the ERM, the government 


p ainied to lock in that success. The com- 
 mitment to the ERM is tightening the disci- 
. pline on economic policy. A new law will 


limit the freedom of the central bank to 


` finance budget deficits by printing money; 


another will control the extent to which 
actual government spending can deviate 
from planned government spending. For 
a country with a history of inflationary 


publi ic soane such changes are quite a a 





System, Spain reflects on its first 





prize. if the new mood also encourages : 
. enough to justify a thick premium o 


greater restraint in pay-bargaining—here, 
for the moment, the signs are less encour- 


 aging—the ERM ‘should grant Spain dura- , 


bly lower inflation. | 


. The peseta, once chronically weak, is 
` now one of the system's strongest curren- ` 


cies. Herein lies a lesson for Britain. 
The peseta is strong partly because. ofa 








new intestistiotal confidence in the Sin: 
"ish economy (reflected in large inflows of 
- long-term foreign. investment), and partly 

because of the country's high interest 
rates (reflected in large inflows of short- 


term interest-seeking | cash). Spain has 


kept interest. rates high deliberately, to 
-help in its fight against inflation. That it _ 
has been able to do so, despite the ERM’s 
assurance of exchange-rate stability, is 
striking. Does this mean that Britain, 
once,in the ERM, could also keep its inter- 
. est rates. high. for anti-inflation purposes? 
Tf sọ, joining the ERM would not damage 


the government's anti-inflation policy as 
much as some (notably, Sir Alan Walters) 
have feared it might. i 

Spain has been able to reconéile high 
interest rates with ERM-membership in 


two ways. Mrs Thatcher could happily 
copy one, but not the other. 

€ À wide band. High interest rates com- 
` pensate investors for the risk that a cur- 

 rency might fall. Suppose a currency isini- - 


*Mr Vifials was presenting CEPR ‘Discussion Paper 
. No. 389, “The EMS, Spain and Macroeconomic 


Policy”. 


` face the embarrassment of a realignme 
. (In practice, the maximum permitted: 
“against the D-mark would be rather l 


tem, and not just to the D-mark.) T 


‘band permits a smaller fall, and hence 
cate a wide band for the pound. But t 
- controls in an unusual way— not to stòl 


-its currency falling, but to stop it rising. In 
sother words, it penalises short-term in 


E central bank.) This helps to offset the : 


foreign demand for pesetas, and prevents: 


ERM ceiling. . 





E sciapped all their capital controls. Spain. 
- has promised to do the same by 1992, Rec 
 onciling high interest rates and exchange 


means to keep demand in check. Sir 
capital controls are beyond the pale 
Mrs Thatcher, the same gest for s 


"ments want to achieve two separate go 

they need two instruments of policy. T 
ERM, in effect, devotes monetary pol 
.. (interest rates) to the task of exchany 
_ rate stability. The narrower the bands, t 


^ for other purposes. If governments wa 


 government—witness its new laws—ap 


have to think again about that. _ 










tially close to its permitted ceiling agai 
the D-mark. A 6% band allows it to fa 
good way before the government has 




















than 12%; this is because the system t 
each. currency to every other in the s 








margin of exchange-rate uncertainty 








West German interest rates. The 21⁄4 





















































smaller premium. . 
This is why many commentators ad 


e 


more room there is for a devaluation, 
less pressure the ERM exerts on firms a 
workers to control their costs. 
9 Capital controls. Spain uses capita 


flows, not outflows. (For instance, a fixed 
proportion of cash borrowed from abtoad 
must be deposited interest-free with the 


attractiveness of the country's high inter- 
est rates to foreign lenders, dampens the: 


the currency from bursting through its 


Other ERM members - have aliens , 


rate stability will then be much harder 
The government will need some oth 


once inside the ERM. 
Spain's experience thus seems to co 
firm an old rule of economics: if govei 


less scope there is to use monetary pol 


exchange-rate stability, they will need a 
other policy whenever it is necessary to 
fluence domestic demand. The Spa 


pears to see fiscal policy as the extra 
strument it will need after its capital con 
trols have gone. - 

Mrs Thatcher’s darlon have beer 
fond of lecturing the City on why fise 
policy cannot be used to control demand 
Post-ERM, if Spain is any guide, they 
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(1989— £685 million). 
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Notes:— 
Turnover includes the Groups share of the turn- 


over of associates amounting to £1,042 million 








Profit before ta) 
£21 million (19 
Tax charge: be | 
allowances, the tax« harge provided at the half year can 






cludes profits from associates of 
million). | 
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capital and have 
issue in April 1990. 
Extraordinary charges — £12 million (1989 — profits— 
£50 million). 














HALF YEAR RESULTS 


The unaudited results of the Lonrho Group of companies 
in respect of the six months ended 31 Marc 0 are as follo 


1990, for payment on 1 Odober 


ause of the incidence of accelerated tax . first interim. Dor of Reals V 8 


Sharehótders willi be 
receive shares credited as fully paid. ri lieu of the cash 


will be sent to shareholders in August. 


LONRHO Plc, CHEAPSIDE HOUSE, 138 CHEAPSIDE, LONDON EC2V 6BL 
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capital following the 1 for 10 capitalisatio issue pes p 
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Lonely Lee 


duced its stake in- its Japanese partner, 
Mitsubishi Motors, from 2296 to 1296. The 


- Mitsubishi group of companies is now ex- 
_ ploring future collaboration with West Ger- 


many's Daimler-Benz, a sure sign that 


Mitsubishi is disenchanted with Chrysler. 


. "General Motors and Ford both have 
profitable European operations to tide them 


ver a slump in the Ametican market. 


Chrysler does not. Its joint venture with Re- 


“nault was part of a plan to re-enter the Euro- 


market, from which it withdrew in the 
late 1970s. In Paris it is suggested that a dis- 
pute over distribution rights and fears about 


— | Chrysler's long-term future killed the deal. 


The cancellation of the Jeep project sur- 
pe industry analysts, because the market 
for such vehicles is profitable and expand- 
ing. Mr Cesare Romiti, the managing direc- 


~ sor of Italy's Fiat group, wants to broaden 


his company's product range precisely be- 
cause he reckons that in the 1990s increas- 
ing numbers of European consumers will 


switch from traditional cars to leisure and 


— sports vehicles. Because Fiat's sporty Alfa 
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_ 
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Romeo range is being marketed in America 
by Chrysler, speculation is growing in De- 
troit that Fiat will yet step in to save Chrys- 
ler and allow Mr laccoca, a simpatico Italian- 
American hero, to retire gracefully, if not 
quite as triumphantly as he had once hoped. 





Business in Quebec 


Look south, 


- young man 


MONTREAL 


UEBEC's revitalised separatist move- 
ment, the cause of Canada's latest 
constitutional drama, owes a lot to the 
province's business leaders. Ten years ago 


. many Quebeckers voted against a "sover- 


eignty association" (ie, independence) be- 
businessmen were running 
78 


n" ^ as 


scared. Employers told their workers that 


home-grown businesses might not be able;to 
compete with the big natural-resource com- 
panies and financial institutions of English- 
speaking Canada, much less giant American 
firms south of the border. Now the prov- 
ince's separatists are pointing to the success 
of companies like Bombardier, Videotron, 
Quebecor and Unigesco. They suggest that 
Quebec can stand up for itself. 

These four companies are examples of a 
new breed of business which has replaced 
staid banks and insurance companies as the 
dominant economic force in Quebec. Bom- 
bardier started off in 1959 making Ski-Doo 
snowmobiles. It is now muscling into large 
international markets for urban transport 
and aerospace. Its recent acquisitions in- 
clude ANF-Industrie, France's second-biggest 
maker of rail equipment; Short Brothers, a 
Northern Ireland aircraft and ‘defence sys- 
tems supplier; and Learjet, an American 
manufacturer of executive jets. 

Videotron is now Canada’s second-big- 
gest cable-TV operator. It has moved into the 
British: market with franchises in London 
and Southampton. Since buying the Ameri- 
can printing businesses of Mr Robert Max- 
well (the British publishing magnate) last 
year, Quebecor has become North Ameri- 
ca's second-biggest commercial printer. 

Unigesco owns the province's biggest 
food distributor. It showed signs last year of 
taking a run at a British oil company 
Ultramar. 

The centre of gravity of Anglo-Cana- 
dian business moved to Toronto during the 
separatist scare in the 1970s. That left a vac- 
uum for a new breed of French-speaking en- 
trepreneurs. They have pursued a career in 
business with all the zeal usually directed at 
the more traditional route to Quebec's top, 
via government or the church. Many are 
well educated. Montreal's universities boast 
about a quarter of all Canada's business- 
school teachers. 

In particular, the city's Ecole des Hautes 
Etudes Commerciales has turned out some 
of Quebec's brightest business stars. Mr 
Bertin Nadeau, Unigesco's chief executive, 
is one. Another is Mr Pierre Laurin, head of 
Merrill Lynch's operations in Quebec. Both 
Messrs Nadeau and Laurin also studied at 
Harvard. Mr Jean Monty, the unassuming 
42-year-old president of Bell Canada, the 
country's biggest telephone company, has 
an MBA from the University of Chicago. 

The new business elite can thank the 
provincial government for giving them a 
push. Many of the up-and-coming compa- 
nies have benefited from infusions of equity 
from the giant provincial pension fund, the 
Caisse de Depot et Placement du Quebec. 


Several others got a boost from the Quebec: 


Stock Savings Plan, a tax-shelter designed 
by former finance minister’ Mr Jacques 
Parizeau (who now leads the separatist Parti 
Québecois). His schemes gave entrepre- 


neurs easier access to the investing public. 

An unusually large—perhaps eyebrow- 
raising—number of Quebec’s corporate 
leaders have successfully made the transi- 
tion from government to business. Mr Mi- 
chel Belanger was in charge of the province's 
department of commerce and industry be- 
fore taking the reins of the Montreal stock 
exchange in 1973. Since then, he has over- 
seen ‘the revival of National Bank of Can- 
ada. Mr Guy Saint-Pierre, appointed presi- 
dent last year of a multinational engineering 
group, SNC, was the province’s minister of 
education and of industry in the 1970s. 
Most recently, Mr Jean Campeau, long-serv- 
ing chairman of the Caisse de Depot pen- 
sion fund, moved over to Domtar, the big 
forest-products company controlled: by the 
Quebec government. 

But the most glittering success has been 
that of some businessmen launching start- 
ups. Mr Marcel Dutil founded Canam 
Manac, a structural steel and office-furni- 





ture maker which now also controls Que- 
bec's largest natural-gas distributor. The 36- 
year-old Mr Charles Sirois has turned 
small, family-owned paging company ir... 
one of Canada's two leading cellular-tele- 
phone operators. 

Though most of the new generation are 
strong nationalists, few want full separation 
from Canada. Mr Jean-Paul Létourneau, ex- 
ecutive .vice-president of the Chamber of 
Commerce in Montreal, says that most busi- 
nessmen want to stay within Canada, but 
are confident that Quebec can go it alone if 
it has to. Some of them want to drive a hard 
bargain to stay inside the federation. Mr 
Claude. Béland, president of Mouvement 
Desjardins, a gigantic credit union, says that 
Quebec is a growing international force that 
deserves its own representatives at the GATT 
and other bodies. Now that Canada has a 
free-trade pact with the United States, he 
finds it easier to open a branch in Vermont 
than in Ontario. 
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In Beijing 
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*» At No. 1 han Guo Men | 
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g Wai Avenue, Shangri-La’s 
new China World Hotel has | 
risen. In the new China | 
World Trade Center, | 
in prime position at the 
head of Beijing’s central 
thoroughfare, it offers 
luxurious accommodation 
superb dining and superior 
service. World-class | 
conference and exhibition 
facilities make the China 
World Hotel a number one 
choice tor business in 


Beijing. Opening July 1990 
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BEIJING 
HOTEL- CONFERENCE * EXHIBITION CENTER 
A SHANGRI-LA INTERNATIONAL HOTEI 





CHINA WORLD HOTEL, NO | JIAN GUO MEN WAI AVENUE, BEIJING 100004, CHINA. TEL: (1) 505 2256. TLX: 211206 CWH CN. FAX: (1) $05 0828 


SHANGRI-LA INTERNATIONAL: AUSTRALIA (008) 222 448 * BANGKOK (2) 236 7777 * HONG KONG 810 7782 * KUALA LUMPUR (03) 230 6248 * SINGAPORE 535 7876 
* TOKYO (03) 667 7744 


SHANGRI-LA INTERNATIONAL HOTELS cad RESORTS: CANADA * CHINA + FUI * HONG KONG + INDONESIA + MALAYSIA © PHILIPPINES (1991) + SINGAPORE + THAILAND 














In fact, you'll never find us wanting | 


lot today nor in the future. (Over 
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invested every year in research and developmer 
sees to that. 

ur field of expertise includes: Networl 
Systems, Business Systems, Cables, Radk 


communications - Space and Defense, anc 


Network Engineering and Installation. Operating 


in 110 countries throughout the world. 
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Global we may be, but our advice is always 
local and tailored to your individual needs; that's 


. exactly what Alcatel's 120,000 worldwide experts 


- are there for. 
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There are some places 


ANZ Banking Group 
D . . has one of the world's largest 

your business cant deal with mean banking 

e networks. 5o there are very few 

*- places we can't be 

" l í found. And with ANZ Grindlays 

an ANZ Bank. hangin <3 

48 countries, covering Australasia. 
South Asia and Asia Pacific, 


the Americas, Africa, the Middle 


East and Europe. 
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We have around 2,300 
offices worldwide. So vou'll even 
tind us in markets 
other international banks ignore. 
Which means when 
vou do business with ANZ 
vou can be sure of 
dealing with the same bank 
at both ends of the 
transaction. Having the same 
financial people on 
either side doesn't just make 


for faster communication. 


oa 
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You also get more 
control and benefit from local 
bank contacts as well. 
When dealing internationallv, 
it pays to do business 
through ANZ Bank and ANZ 
Grindlays. After all, 
the right network can make 
a world of difference 


to your business. 


AM = Worldwide 
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Investing in China 


ohanghai's Gorbachev 


HONGKONG 


R ZHU RONGJI, mayor of Shanghai 
and local Communist party secretary, 
is a man of vision. Within 30 years, he says, 
his city—the biggest in China—will be re- 
stored to commercial and industrial great- 
ness after years of neglect by Beijing’s central 
government; its people will be affluent; its 
businessmen, industrialists and financiers 
will be at the forefront of a confident, out- 
ward-looking China. And the 
key to this future? Mr Zhu 
proposes spending more than 
$10 billion in the next five 
years to build a high-technol- 
ogy industrial zone, to be 
called the Pudong New Area, 
spread over 350 square 
dlometres between the 
Juangpu river and the estu- 
ary of the Yangtze. If Mr Zhu 
gets his way, Pudong would be 
the most ambitious industrial 
commitment ever undertaken 
by communist China. 

Will it happen! This 
month Mr Zhu went abroad in quest of in- 
vestment dollars from the businessmen of 
Hongkong and Singapore. In return for 
their money, investors would get leases on 
land in Pudong of up to 70 years; tax holi- 
days and reduced tax rates; and the right to 
invest in public facilities serving Pudong, 
such as roads, power-stations, a port and an 
airport. Foreigners will also be allowed to set 
up banks and provide financial services. 
Whatever the incentives offered by China's 
other special economic zones, Mr Zhu's 
Shanghai will match them. In the end, wear- 
ing the right kind of rosy spectacles, an over- 
seas Chinese tycoon might imagine himself 

yack in the cosmopolitan Shanghai that 
wheeled and dealed before Mao's revolu- 


tion. 


Making a bunila on n the Bund 
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One-chop Zhu 


Take off the rosy spectacles, and the re- 
ality looks less promising. China is bur- 
dened with a pervasive and corrupt bureau- 
cracy. As state-owned companies scramble 
and scheme for credit and foreign exchange 
in today’s climate of economic austerity, the 
problem is growing worse—despite all Mr 
Zhu’s considerable efforts at reform. 

Of all Shanghai’s advantages for foreign 
investors—skilled manpower, 
a large industrial base and a 
history of trade and com- 
merce—the most important is 
Mr Zhu himself. When he be- 
came mayor two years ago, he 
quickly earned himself the so- 
briquet "onechop Zhu" by 
setting up the Shanghai For- 
eign Investment Commission 
to eliminate dozens : of 
"chops", or official seals, that 
a project needed before it 
could be approved. Several 
foreign investors in Shang- 
hai's 700 or more foreign-fr 
nanced enterprises admit in private that 
their investments would have failed but for 
timely interventions from the mayor. 

Moreover, Mr Zhu's proven political 
skills have been essential for the survival cf 
Shanghai's economic ambitions. The city's 
students were remarkably restrained during 
China's pro-democracy movement last 
year—not least because Mr Zhu announced 
that he would not call in the army. The 
mayor has been similarly adept with the 
leadership in Beijing. Using his guanxi, or 
connections, with party boss Mr Jiang 
Zemin (his predecessor as mayor of Shang- 
hai) and senior leader Mr Deng Xiaoping, 
Mr Zhu has extracted both political support 
and money. Mr Deng instructed China's 
State Council to start the Pudong project as 





BUSINESS. à 
soon as possible; and, for the first five-year 
phase beginning in 1991, Beijing has 
pledged loans to Shanghai of 6.5 billion. 
yuan ($1.4 billion at the official rate). 3 

Will Mr Zhu's connections in Benq « 
entice foreign investors to Shanghai? Not 
necessarily. Many foreign owners of hotels . | 
and office blocks in the city already com- — 
plain that Mr Zhu is changing the rules. For ~ 
the past ten years they have been told that 2 
Shanghai was expanding westwards around ~ 
the airport and they invested accordingly. 
Now the industrial centre is to be on . 
swampy land to the east. If the rules dant 
once, why not twice? a 

Arguably, that should not matter too ~ 
much. After all, Pudong already has indus- 
try: its 380,000 workers in petrochemicals, .. 
shipbuilding and iron and steel account for. 

10 billion yuan in output a year, or roughly a "Ü 
tenth of the city's total. As Pudong i is devel- 
oped, doubtless the proportion will in- E 
crease, but there will be spin-off business for 3 
the rest of the city. 

What will matter is the survival of the : 
energetic and urbane Mr Zhu. Some of his — 
many admirers compare him to Mr Mikhail 
Gorbachev, a man capable of managing a < 
revolution. What they forget is that Mr ~ 
Gorbachev's revolution has yet to succeed. M 





Japanese retailing E 
Uncorking the ^ © 
bottleneck i 


TOKYO 


OW do 63 shop owners in in Ne an 
aging city with fewer than 500,000 ^ 
people, eke out a living by selling just toys? 3 

By doing things cosily and uncompetitively. - 
They all agree not to act too aggres- - 
sively—by, say, enlarging premises, buying’ 
goods in bulk from abroad, or (horror of 
horrors) slashing prices. This has not made 
them rich, but it has left them comfortable. : 
Or it did until the giant American retailer, — 
Toys “R” Us, announced last January that ^ 
Niigata was where it planned to open heh 
first of its Japanese superstores. 

The store that Toys “R” Us has in mind - 
for Niigata is one of six that the Ne) 
based company wants to open in Japan over ? 
the next 18 months. By American stan- 
dards, the Niigata store would be modest: a ~ d 
mere 5,000 square metres of selling Tus 
with projected sales of no more than Y2 bi 
lion ($13.3m) a year. That, nevertheless, 
would be 80 times bigger than the average- 
toy shop in town. And its projected turn- - 
over would amount to half the local toy mer- : - 
chants' combined sales. Small wonder that 
the company's plans have provoked rage. V 
from Niigata shopkeepers. 

This time, however, they are getting no” 









. BUSINESS 
| help from the Japanese gov- 
ernment, which is at last rè- 
T sponding to intense American 
T pressure to uncork Japan's re- 
tailing bottleneck. Between 
Tihem Japan's supermarket 
- chains and department stores 
| account for half of the coun- 
-'rys imports of finished 
7 ioods. Most small Japanese 
“stores sell Japanese goods 
only; indeed, a lot sell one big 
manufacturing company’s 
r only, because they are 
. owned by that company and 
- managed by one of its retired employees. Let 
the big stores expand, argue the Americans, 
| andi imports will soar. 

Legal restrictions on the expansion of 
large retailers have protected small shop- 
À keepers since 1973. In 1980 the Japanese 
T government actually extended this restric- 
tive practice, virtually halting the expansion 
| of stores over 500 square metres. The result- 
ing lack of new competition has left Japanese 
— retailing in the dark ages. 

— “Japan has become at once the most 
| over-stored and under-stored nation in the 
^ world,” says Mr Mike Allen of Barclays de 
I Zoete Wedd, a British stockbroking firm. Ja- 
! pan has more than 1.6m shops. America—a 
N country with twice the population and 25 
has fewer than 1.5m. Last 
Burch the Japanese government promised 
_ American trade negotiators that it would re- 
"duce the time taken to approve new retail 
| Outlets to a maximum of 18 months; before 
l then some shops had waited 13 years. 
i On May 30th the Ministry of Interna- 
—monal Trade and Industry (Mimi) set up a spe- 
| dial office to see that local governments com- 
— ply. mimi plans to introduce a bill in the next 
| parliamentary session, reducing the applica- 
tion period to a year. The change should ac- 
| €elerate reforms already under way in Japa- 
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nese retailing, and maybe 
even produce a revolution, 

During the second half of 
the 1980s retail sales rose fast 
in Japan, but retail overheads 
rose faster still. With margins 
squeezed, good management 
and technology suddenly be- 
came more important in what 
had been a fuddy-duddy in- 
dustry. The introduction of 
more competition will help 
not only big retailers like 
Daiei or Toys “R” Us, but also 
Japan's vigorous new specialty 
stores. [n a country where competition 
among small shopkeepers is frowned upon, 
there was at first a big frown for upstart spe- 
cialist chains that concentrate on selling just 
clothing, electrical appliances, sporting 
goods or car accessories. But, in recent years, 
these specialty shops have used their buying 
clout to offer bargains to their customers. 
With fewer restraints on expansion, they 
have the purchasing power, merchandising 
skills, franchising expertise and point-of-sale 
equipment to carry on growing at the rest of 
the industry's expense. 

The places most vulnerable to this new 
competition are not the "Mom and Pop" 
stores, which have been disappearing rap- 
idly for a decade as their owners have sold 
out to property developers, grabbed Seven- 
Eleven franchises or died of old age. Japan's 
most backward retailers today are the manu- 
facturers themselves. Matsushita has 27,000 
company stores that sell only Matsushita 
products; Toshiba has 14,000. With their 
inventory paid for them by the manufac- 
turer, few managers of company stores have 
the urge (let alone the right) to discount. But 
their days are numbered. 

Electrical specialists such as Best, 
Daiichi and Joshin have doubled sales over 
the past five years to 1596 of the market, 
compared with the 3596 held by company- 
owned electrical stores. Now that MITI is to 
allow more competition, Japan's switched- 
on specialist retailers could double their 
market share over the next four years 
through ruthless discounting. The losers 
will be the big Japanese manufacturers. The 
winners will be the Japanese people. 





Advertising in Russia 


Look but 
don't touch 


NTERNATIONAL flights into Moscow 

now carry more men in bow ties and red 
spectacles than in greatcoats and Hom- 
burgs. Since the start of last year five west- 
ern advertising agencies (Young 


Rubicam, BBDO, McCann Erickson, Ogilvy 


& Mather, and D'Arcy Masius Benton & 
Bowles) have opened, or agreed to open, of- 
fices in Moscow. Russia's media are entering 
into the spirit of things too. Gorky Street 
billboards and the flanks of Moscow buses 
are up for rent. Izvestia, Russia's govern- 
ment daily newspaper, began soliciting west- 
ern advertising last year and has sold space 
to General Electric, ici, Siemens, Samsung, 
Matsushita, and the state of New Jersey 
among others. Pravda did the same last 
month, promising editorial copy to comple- 
ment advertisements, a dubious practice 
culled from the nether reaches of the west- 
ern press. Argumenty i Fakty, the world's 
biggest. weekly (circulation 34m), has just 
taken its first advertisement, from Visa. 
Total spending by western companies 
on marketing in Russia is around $10m a 
year—less than a single advertiser might 
spend on one campaign in the West. Most of 
this goes on low-profile things like trade 





Another product endorsement 


fairs and market research, but western firms 
have recently become more adventurous. In 
March Procter & Gamble screened a treacly 
corporate ad on Russian television, to coin- 
cide with the broadcast of a P&G-sponsored 
concert. PepsiCo and Samsung, a Korean 
electrical-goods company, sponsor a televi- 
sion game show which, inevitably, features 
Pepsi-swigging Russians attempting to win 
Samsung video cameras. Even the count- 
down to Russia’s nightly television news 
now features a clock bearing the logo of 
Olivetti, an Italian computer-maker. 

In a country where products—when 
they are in the shops—fly off the shelves 
without any help from admen, why advertise 
at all? The usual answer is that firms want to 
build their images in preparation for the 
(possible) arrival of a free market. “We are 
there to protect our brand name", says Mr 
Garth Simpson, marketing manager of 
Xerox's East European division.. Advertis- 
ing in Russia also pays a PR dividend back 
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Eos everyone is con vined that adyertis 


je annoyed by the non-availat lity (or cost) 
advertised products. “There is a thin line 
parating early recogr ition and awareness 
from consumer frus tration," says Mr Mike 
dams, head of Young & Rubicam's Mos- 
Ww office. So: ‘most companies are sticking 
to generalised corporate advertising. 
Worse, finding out. -whom advertising i is 






rance’ s smaller companies 





for endless gro: 
( YONCENTRATE 


\ conglomerates are an anachronism, is 
today's prevailing corporate wisdom. Yet 
two French entrepreneurs, Mr Henri 





. conglomerate ‘that has confounded the 
. sceptics. Last year Dynaction, their holding 


-turned in a net profit of FFri73m ($27m), 
over 5096 up on 1988. The secret of their 
. Success: a passion for tennis and an unor- 
| thodox management philosophy. 

(o7 That philosophy is based on three max- 
ims. The first is that boríng businesses are 
best. Rather than buy small companies in 
- sexy sectors like high-technology or luxury 


-like mechanical engineering and packaging. 
"lt is, however, fussy about what it buys. 


;must be market leaders in their product 
- range, preferably with a healthy export busi- 
ness. They must also be cheap—which rules 
yut contested bids. Dynaction rarely pays a 

| s prey at an historic price- 


i | bn p think that such e are 
ard to come by should think again. France 
s some 40, 000 small « companies, many of 











dd in dividon being. spun off b big. com- 
iest that diversified almost, » Drac iir 





Zon your core business, 7 


Blanchet and Mr Christian Moretti, have 
spent the past eight years building a mini- - 


. company which controls 32 small firms, 


: Companies on Dynaction’ s shopping list 


ing in Russia is a good idea. Consumers may _ 







w 


: goods, Dynaction bids for firms in dull ones 





* pure t6, or “what de think ofi it, is is close to i 


impossible—the ‘mountains of. 'data that 


-marketeers take for granted in the West sim- 
ply do not exist in Russia. “I suggested to the 
. Soviet government that they should turn 


the KGB into a market-research bureau" says 


Mr Lou Pringle, head of BBDO's European — 


operations. Readership and viewership fig- 


-ures given out by the Russian media are un- 
reliable. "Thus far 1 haven' t seen any viewer © 
data that I would trust,” grumbles yar’s Mr 


Adams, He may protest too much, Posters 


in Moscow for Mars's M&M chocolate-drops 
` got torn down for keepsakes by Americana- 
mad teenagers. No need to measure re- 


sponse rates there. 
































onglomerateurs par excellence 


Two French aprenen believe they have discovered a unique formula | 


years at twice the p/ e ratio that it paid, 





ynaction's second rule is to let manag- 
ers manage. It has no centralised. cost-con- 


trol or accounting systems; the executives 
who run its subsidiaries do almost as they 
please. .Dynaction’s. approval is required 


only for big decisions like raising capital or 
making a significant acquisition. That suits 
Messrs Blanchet and Moretti. Unlike typical 
tycoons, they admit they hate hard work 


_and sneak off for a game of tennis at their 


local club as often as possible. | 

. There is method in this madness. 
Dynaction’s relaxed style helps attract top- 
notch talent. Good managers suffocated by 


corporate bureaucracy are queuing to join. 


Dynaction’s bosses reckon they spend about 
one-third of their time in search of mana- 
gerial excellence. Once they have found it, 


Anyone for tennis? 





the challenge is to turn managers into entre- 
preneurs. So Dynaction gives managers an 





“equity stake of up to 2596 i in the subsidiaries 


theymanage. — — 

‘A hands-off strategy also helps keep 
costs down. The holding company, 55%- 
owned by Messrs Blanchet and Moretti, em- 
ploys just four people. It operates from two 
rooms of a house i in an unglamorous part of 
Paris. It aims to be self-reproducing. Below 
the holding company are ten subsidiaries, 
four of which (Cellier, Dynelec, Mecadyne 
and Dynalog) act like mini-Dynactions, with 
small management teams overseeing their. 
own set of companies. In time, this third 


layer of firms should spawn its own sub- 
holdings. — 


Dynaspring, one of the firm’s subsidiar- 
ies, is the odd sibling out. Rather than snap- 
ping up healthy firms, it buys corporate bas- 
ket cases at bargain-basement prices and 
then turns them around. In March 1988, for 
example, it bought Regma, a loss-making of- 
fice-equipment maker after its own 
Rhóne-Poulenc, had agreed to inj 
FFr160m into the company before selling it. 
After losing FFr35m in 1988, Regma made 
FFr18m last year. Having nursed a company 
back to health, most turnaround artists 
would then sell it at a handsome profit. Not 
Dynaction. The group's third maxim is that 
most of what it buys, it keeps. It will sell only 
minority stakes, to help finance new 
acquisitions. 

Is there no limit to Dynaction's growth? 
Not if you believe its founding fathers. They 
reckon there will always be plenty of small 
firms to buy, particularly now that leveraged 
management buy-outs are in the doldrums. 


Financing new bids should not be a problem 


either, as Dynaction has a lowish debt-to-eq- 
uity ratio of 5096. At a pinch, it could bor- 


- row FFr500m. As the firm's list of potential 


Dynacolytes is also growing, there is no skill 


_ shortage to hold it back. 


What are the snags? If it grows too fast. 
nimble Dynaction presumably could s 


-encounter some of the problems that have 


afflicted more arthritic giants. For a start, 
the company could lose its valuable esprit de 
corps when its network of businesses grows. 
So far, the flair of Dynaction's two founders 
for choosing the right people has paid off; 
but, as the company grows bigger, other ex- 


ecutives will have to start hiring. If the cali- 


bre of managers deteriorates, and problems 
appear, the holding company would have 


. little choice but to take a stronger hand in 


its businesses. 

_ There is also the risk that, as with thou- 
sands of other small businesses, the two 
partners at the top could fall out, But as long 
as the only time Messrs Blanchet and 


Moretti find themselves on the opposite 


sides of a court is when they sneak out to 


play tennis, the chances are that Dynaction 
will become even more dynamic. 



















other scandal at Lloyd's 


When Mr David Coleridge takes over as chairman of the Lloy d’s of London 


insurance market at the end of this year, he will have two tasks: to put Lime 


Street above suspicion of impropriety; and to improve the market’s com- 


mercial competitiveness 





S # Hord of London seemed synonym- 
us. The association is no longer as close as 
de pd but the recent regulatory clean-up has 
left Lloyd's in quite the shining order its 
acaders claim. The fuss over an Outhwaite 
syndicate is one sign of that: some £200m 
| ($340m) in losses is less telling than the fact 
that market insiders benefited while outside 
investors paid the price. Lloyd's has yet to 
achieve the right blend of straightforward- 


ness and freedom. There is too little of the © 


former even for a professionals-only market. 


If Mr Coleridge fails to strike a better bal- 


ance, he may well find the government do- : 


ing it for him. 


‘Keeping Lloyd's clean is only half of Mr m 


Coleridge' s task. Making it more commer- 


cially successful is the other—and the half 


that Mr Coleridge, a former deputy 
chairman of Lloyd's, is likely to con- 
centrate on. As chairman of Sturge 
Holdings; one of London's leading in- 
surance groups, Mr Coleridge will be 
well aware of just how far Lloyd's has 
gone down in the world. | 
The market once had raid half 
he world’s non-life insurance busi- 
ness. Today it has less than a quarter, 
not of that total, but of the corner of 
the business it specialises i in: marine in- 
surance. Syndicates at Lloyd’s are writ- 
ing less than two-thirds of the business 


[ESS than a decade ago scandal and - 


der which underwriting losses were written - 
off against highly taxed personal income 


while the syndicates generated profits al- 
most tax-free. Several sorts of the insurance 
on which Lloyd's concentrates have hit hard 


times worldwide. Though syndicates had 


record profits in 1986, those for 1987 are 


likely to show a fall when they are an- 
nounced later in June, and those for the un- 
usually accident-prone 1988 and 1989 could 
be much worse. Lloyd's backers, richer than 


a decade ago, stand to gain less and lose 
more. If 1988 and 1989 turn out to be par- 
ticularly bad, the market may be forced to 


review its principle of unlimited liability. 


The second problem is that Lloyd’s is 


losing two traditional advantages over its 


competitors: faster reactions 
and lower overheads. It has 


to which they would be entitled on the ae + | | 


- basis of the capital of their "names" 
(individuals who pledge their wealth to © 
back ‘syndicates in exchange for a 
‘share of the syndicates’ profits). The 
market's capacity, at £11.1 billion, has 
not grown since 1988. More than 
2,300 of Lloyd's names quit last year. 
Just 312 new ones joined. The exodus 
shows no sign of abating. 

"There are three main 
reasons. The risk-reward 

. ratio for Lloyd’s names - 

has deteriorated. Tax 

changes in Britain. have 
nded the d vegim un- 


- longer the best in the world. anri 


S pinion some to ath 


 agedtó contain costs best. . 


: most one-tenth of Lloyd’s names and capac 
ity and two-fifths of its insured risks come: 
from the United States. Only 3% of the 


. names and 9% of the premiums come from 


. Europe's leading insurance.centre now ne 





























been slow to adopt new technology. Pa 
out claims can be conspicuously slug 
The flow of information to Lloyd 





erating costs have risen from 7-896 
mium income in the early 1960s E 





























































ter premises and services by Lloyd's. 
most to higher salaries and rents. Moto 
surance syndicates, which compete di 

in the domestic British matket, have 





Lloyd's historical links iuh A ner 
once its great strength, have become 
handicap, making the market cyclica 
profitable at best, and at a time whe 
opportunities are opening up in Europe. / 


Europe outside Britain. | 

None of this is news to the farchie se 
ing members of Lloyd’s. Several things need 
to happen faster, however, if Lloyd’s is to 
become genuinely profitable and efficient so 
it remains the most important element of 


vals are finding new life. 
. The structure of the market must 
change. With.its 403 syndicates, 224 
managing and members’ agencies 
28,110 names and 260 registered bre 
kers all trying to live off net premiur 
income smaller than that of the Roy: 
Insurance company, Lloyd's is frag 
‘mented and overpopulated. It may b 
true that: big outfits are not alwa 
cheaper to run than sma 
at at ast they can afford comip 
- Some consolidation am 
cies has. happened. already 
~ were more than 300 of them 
early 1980s—and fewer of ther 
now were grouped by commot 
ership into holding companie 
changes such as the reci nt 
tling of barriers between mar 
marine, aviation and mote 
may encourage bigger.syn 
. In the end, however, it wil 
dividuals to decide where ` 
mercial interests lie, © - 
Vadkcwrien. an a 
: need sorting out as we 
> all- Lloyd’s _ business 
— through - registered  b 
^ though far from all o 
 kers business is. pl 


























T- 
onal lines that can easily be sold directly to 
he public are kicking against the monopoly; 
motor insurers are now allowed to advertise 
or business, though a broker must still be at 
east a nominal part of the deal to provide 
idministrative back-up. Other syndicates 
ear that disgruntled brokers might depart, 
aking with them other sorts of insurance 
hat are not usually sold directly, like large 
'ommercíal risks. 

. All parties are forging ac 
lew concordat. in which 
Joyd's will probably make it 

cheaper and-easier for brokers 

to deal there in exchange for 

heir intention to do. so more 

ften. Fine—if that does not 

einforce the brokers’ monop- 

ly. Lloyd's underwriters have 

right to other sources of 

usiness, as its brokers do to 

ther underwriters. Nor can 

yd's demand. business that 

cannotattract. —— 

New technology is essen- 

ial to becoming more attrac- 

ive. Everybody at Lloyd's—. 


Lloyd's. Some syndicates specialising in pe 























































Whitty LIFFE 


INCE the: Bank ar England two 
| months ago pushed London’s traded- 
< options market (LTOM) and its financial- 
futures exchange (LiFFE) to merge, the two 


they might do together. One answer: 
. launch new futures and options contracts 
- on an index of 100 European stocks. 


stitutions are earmarking a growing por- 

tion of their funds for Europe, and since 
. most would prefer to invest passively in an 
. index, the exchanges’ idea makes sense. It 
has added piquancy for Londoners be- 
cause it will get up the noses of the French 
and other continental European authori- 
ties. They resent London's status as Eu- 





“brokers, s 





exchanges have been wondering what . 


Since many American and Japanese in- 


> lar international. yardstick for American 





poration itself—is combining to spend 
£125m a year on a communications network 
that promises to simplify intra-market re- 
insurance settlement from this year, speed 
claims-handling from 1991, provide elec- 
tronic back-up for brokers placing business 
at Lloyd's from 1992, and perhaps offer in- 
formation services to let underwriters ana- 
lyse risks better. 

This should all make Lloyd’s more effi- 
cient, replacing some 20m 
punch cards (remember those?) 
and 500,000 reinsurance debit 
and credit slips a year, for start- 
ers. It will also make it easier for 
brokers to deal with rivals to 
Lloyd's which are hooking up 
to it as well, namely the Insti- 
tute of London Underwriters 
and the Policy Signing and Àc- 
counting Centre. 

Lloyd's would be wrong to 
resist this: it has more to gain 
than lose from a coherent, effi- 
cient London market, and bro- 
kers will shop around anyway. 
The new pan-European insur- 


ereenn aeram ——— aaea aaa RARE 


rope's securities-trading capital, and their 
ambitions for the future of Europe's ex- 
changes are quite at odds with London's. 
The first step for the two London mar- 
kets is to set up an index to provide the 
basis for the new contracts. The index, 
Which is being put to the International 
Stock Exchange (Ise) for its approval this 
month, would take firm prices of conti- 


nental Europe's 100 biggest stocks from _ 


the market makers at SEAQ International, 
the screen-based trading service for for- 
eign shares run by the ise. It would also 
track established indexes, such as the Eu- 
ropean part of Morgan Stanley Capital In- 
ternational's EAFE index—the most popu- 









yndicates, agencies, and the cór- - 


.. a few years before London's derivatives 
~ markets are driven underground into the 

-€ity's Victorian sewers—as silent pulses of 

“e light ta cing along fibre-optic cables. 





ance » product that Lloyd s ram big brokem 
and a composite insurer will unveil on June 
18th bodes well for future co-operation. 
The last and perhaps hardest task is to 
get more business from the European conti- 
nent to offset increasingly patchy business 
from America. Lloyd's brokers are making 
the biggest effort there, as a single market 
emerges. Lloyd's itself has opened six offices 
around Europe, and underwriting agents are 
beginning to set up there too. Yet Lloyd's 
European business is likely only to creep up. 
It might move faster if Lloyd's scrapped a re- 
quirement that registered brokers have an 
office near Lime Street and actively wel- 
comed foreign brokerage firms. = 
| Lloyd's badly needs change of a practi- 
cal, unsensational, commercial sort. Though 
its chairman-designate comes, like his prede- 
cessor, from the heart of the old establish- 
ment, he has ideas of his own about change, 
particularly about size and Europe. For the 
world's oldest insurance market to lose ir 
way not through crookery but thro 
sheer uncompetitiveness would indeed be a 
scandal. Mr Coleridge bears a heavy burden 


in ensuring it does not fail on either score. 








investors.. 

At the same time, LTOM and LIFFE are 
tying up the details of their merger, due to 
be settled by the end of this month. The 
biggest problem is deciding which site the 
two markets should move to when they | 
join up. Most City traders had been bet- 
ting on the outcome as a two-horse Derby: 
the stock exchange’s deserted trading 
floor, or a brand-new site in Cannon 
Street. Indeed, the main reason for delay- 
ing the merger details until the end of 
June was to allow a decent interval before 
burying the stock exchange’s offer of a 
rent-free floor, which would then have 
cost up to £15m ($25m) to revamp. 

These bets are now off. In the softest 
London property market for years, two 
more offers have landed on the mat. The | 
one from Canary Wharf—the vast build- | 
ing project east of the City—would be ir- 


. resistible were it not for the site's distance 


from some of the City's favourite eateries. 
That is why the unexpected offer of Bil- 
lingsgate, the former fish market that was 
to have been the elegantly restored home 
of Citicorp in that bank's headier days, 
will probably be accepted. 

Billingsgate might not be needed to ac- 
commodate the market's open outcry for 
long, however. City folk are impressed by _ 
the success of LIFFE's new automated after- 
hours trading system, APT. It may be only 



























| No glimmer of light for gold bugs 


diua ht low by peor prospects and a little borse citi the price of 





gold. ias hit roc 
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F the gold market jad: now is 
"a good war. On June 8th the price 
fone of the world’s most alluring if least 
seful substances hit $351 a troy ounce— 
vits lowest since 1986. Over the past few 
' months all the once-trusty props for the 
- gold price have buckled. A rise in world 
inflation seemed possible, but falling oil 
prices and high interest rates diverted 
money to the foreign exchanges. Rising 
costs and the falli ing grade of gold from 
South Africa's mines can be weighed 
|| against record outputs from cheap, open- 
= cast mines in “America and Australia. 
. Even the turmoils in global politics have 
I: been the peaceful sort that entrance gold 
bears not bugs. 

Then, on March 26th, a gang of 
Saudi investors suddenly felt the 
urge to dump on the market be- 
tween 50 and 100 tonnes of gold 
(worth between $625m and $1.25 
billion). They succeeded in wiping 
$33—or 9%—off the gold price in 
three trading days. On May 23rd - 
the Saudis sold another 15.tonnes. 

“Belgium's central bank man- 
aged to dispose of 127 tonnes— 

. about 10% of its reserves—in six 
weeks last year without the market 
getting wind of it. Admittedly, that 
was because most of it went directly 
to other, equally secretive, central 
banks. Still; the speed with which 
the Saudi salé became known sug- © 
gests it was meant to be a public af- 
fair. Traders reckon that the Saudis - 
were selling gold they did not own: (pees 
haps Russia's), hoping to buy it back later 
at prices depressed by their actions. - 

- Little surprise that trading is now des- 
| ulon. Volume has almost certainly fallen 
| since February, when traders talked them- 
-selves into a gold boomlet. The price is be- 

calmed at around $356 an ounce. Noth- 
ing—except perh: 
assault—can push it much lower. So what 
‘hope is there of an improvement? 
~The market is praying for a squeeze in 
supply over the next six months or so. It 
hopes it will come from the two biggest 





and Russia on the other. 


gold mined last year—though the com- 
bined output of America, Australia and 


Barely half of South Africa’s mines are 
] profitable- because the gold prie has 








ttom. Only a shock can lift it to t 





aps war or a third Saudi- 


‘producers, South Africa on the one side 


Canada exceeded it for the first time. 


e su rface 





fallen so low. Mr Mike Brown of Frankel, 
Kruger, Vinderine, a South African gold- 


 watcher, reckons that it will cost the coun- 


try 3.5 billion rand ($1.3 billion) a year in 
capital investment to keep its mines open 
for the next fout years. So, the gold bugs 
hope, mines will close. 


Failing that, they hope for a miners’ 


strike. Add market gossip that the Soviet 


Union, the world's second-biggest: pro- 


ducer, will reveal surprisingly small. re- 
serves when it makes its first official an- 












nouncement on the matter later this year, 
and gold bugs can just about convince 
themselves that supply could be squeezed. 
As yet, few others are convinced that 
the price will rise by much. The oil price 
continues to fall, encouraging Middle 
Eastern gold sales as oil producers try to 


- make up for falling oil revenues. (That is 
„öne rather too-neat explanation for the 


earlier Saudi. dumping.) Moreover, re- 
opening a mine that has been shut down 
costs an inordinate amount of money, so 
it pays to keep it running at a loss for 
longer than might be expected. Besides, 
South African producers have most of 


_ their costs in rand. The rand price of gold 
South Africa produced 37% of the . 


non-communist world's 1,653 tonnes of 


would be expected to rise if the rand falls 
against the dollar—the likely conse- 
quence of any damage to the South Afri- 
can economy because of lost production. 
In this way, South African production is 
to some extent self-stabilising. | 


Far from sgoreamg supply, the Soviet 


and the swap will quietly have becor 





banks, notably Portugal's, can do 


































































Unis heraren do: veles mas 
amounts of gold onto the market. S 
the country depends heavily upon selli 
gold to get foreign exchange, it does: 
best to bolster the price. One technique 
to swap its gold rather than sell it outri 
The idea is that Russia lends its gold tod 
for hard currencies, planning to buy 
back later when its foreign-exchange 
servés are stronger. 

How likely is it that the Soviet U 
economy will be stronger in the neai 
ture than today? The chances are 
Russia will not be able to buy back its 

















sale. As the Russian economy worsen 
e for foreign exchange increases 
pect gold to take the strain. i 
There is one more (often forgot 
reason why it is foolish to give too m 
weight to the projected supply figures 
duced by mining companies: cer 
banks. Between them they hold abou 
one-third of the  100,000-or 
tonnes of gold ever mined. Accord 
“ing to Mr Andrew Smith : 
Phillips & Drew, a firm of stock 
brokers, up to 800 tonnes of c 
tral-bank gold— equivalent to 
the world's supply—could be slos 
ing around the market throug 
leases or swaps. Gold 90, the pat 
- magazine of the gold industry 
ported that central banks swit: 
| from being net purchasers of 
-tonnes in 1988 to net sellers o 
tonnes last year. Even if the s 
in a typical year is not so extremi 
-dwarfs any far more predicta 
`- fect that supply from the m 
dustry might have. Cént 
transactions are having ani 
ing influence on prices: 
So where does tha 
price? Trying to read the mind: 
tral bankers who can send huge ar 
of gold into the market with a sing 
phone: call is a hard task. Some 


things that central banks should j pr 
shun, such as lending gold to D 
Burnham Lambert, the troubled: Ai 
Can investment bank: that has sine 
into liquidation. Others conservative 
on their reserves. : 

Most of today's central yen. : 
ever, have a less reverential view. of 
than their predecessors did. They w: 
put their stockpiles to work. Most d 
sell, but choose to lend and swap at 
with options. Those that do sell ma 
buyers among the developing count 
which are looking to pick up gold. In 
absence of an unexpected small war, 
volatility in the gold price will be dic 
by grey-suited men in the parlours 
world's central banks. l 
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^HE credit-card business in America is 
. turning nasty. For the past decade it has 
n a clubby playground, where top banks 
h as Citicorp and Chase Manhattan 
e enjoyed bumper profits. Last vear they 
ed in a mighty $3 billion from the busi- 
». Banks should enjoy these good times 
e they can. A tough bunch of non-bank 
uers, led by American Telephone and 


ione company, is.determined to snatch 
eir riches away. — T 

Americans have balances of about $150 
on on their general-use credit cards. The 
et is dominated by bank-issued Master- 
and Visa cards. These account for 
id 9096 of all cards issued. Just how de- 
dent some of America's top banks have 


P ANKS all over the world now lend 
| much more of their depositors’ cash 
tO. property-men than they did a decade 
ago. The newly published annual report 
from the Bank for International Settle- 
ments (Bis), the central bankers’ bank, dis- 
likes this trend. It says it calls for “in- 
creased vigilance" over banks, and 
“underscores the importance of strength- 
ening capital adequacy”. 

In America bank lending to property, 
. at 3796 of total bank lending in 1989, now 
* exceeds the share accounted for by com- 
mercial and industrial loans. In Britain 
property lending by banks accounted for 
almost a quarter of total lending last year, 
against barely one-tenth ten years ago. As 
n America, most of the recent increase is 
due to a big jump in commercial-property 
lending. In the 18 months to February the 
anks almost doubled lending to British 
roperty companies, from £19 billion to 
34 billion. . 

In Japan property lending has jumped 
om 1196 to 1796 of all lending over the 
ine years. These figures do not include 
ending on foreign properties, loans to 
redit companies. that lend to property 
ompanies, or loans to the property divi- 
on of industtial firms, that on some esti- 
tes push property's share up to 2596. 





perty optimists. In America the Bis, 
g with just about everyone else, be- 
eves that “a further deterioration in loan 
lity is suggested by high and rising va- 


BIS says that t 


erty prices is 






egraph (AT&T), America’s biggest tele- - 


They point to bust prop- 
 erty groups to prove it. 


The Bis report offers little succour to 


ancy rates in many cities”. Of Japan the - 


become on credit cards is startling, They are | 
the most profitable of the banks' wares, with 
a return on equity of more than 3096 and a 
return on assets of 396. Banks do well to 
earn a third of that on most other loans. 





the . . .possibility of overvaluation cannot 
be excluded". In other words expect a fall. 

. Turning to Britain, the Bis pooh-poohs 
the idea of a repeat of the secondary-bank- 
ing mess of 1974. But still, it says with cen- 


tral bankers’ understatement, "potential 


for difficulty does exist”, With office va- 


 cancy rates in the City of London already 


at 15% and rents likely to fall by 20%- 
4096 this year, most Brit- 
ish property developers 
reckon the difficulty ar- 
rived some time ago. 


Central banks have 
started to flex their mus- 
cles. In March, following 
the failure of earlier ex- 
hortations to bankers to 
cool their property lend- 


























As banks have rushed to reap the re- 

wards of economies of scale, consolidation 
has started to transform the business. In 
1987 the top ten credit-card issuers had a 
market share-of 37%. At the end of 1989 
they had close to 5596 of the market sewn up 
between them. — 

* The banks that have benefited most are 
the biggest. Citicorp’s $28 billion credit- 
card portfolio is three times bigger than that 
of Chase Manhattan, its nearest rival. Of a 

total estimated net income of $900m for 
1990, Citicorp will probably make around 
80% from credit cards. The top ten bank is- 
suers of credit cards are reckoned to make 
on average around 30% of their net income 
from plastic. Last year that was worth 
around $1.5 billion. | 
The banks' most dangerous competitor 
is the market's novice: AT&T. The company 
created a huge splash when it launched its 
Universal card in March. Some 10m people 
are estimated to have made inquiries abov* 








ing, the Bank of Japan required banks to 
limit growth in such loans to that of their 
total lending. In America the comptroller 
of the currency has threatened banks that 
persist in making risky loans with limits 
and higher capital requirements. British 
property bankers are being called into the 
Bank of England to receive not so much a 
nod and a wink as the Bank’s equivalent 
of a Glasgow handshake. 

If the Bis is to be believed, careless 
lenders should not expect to be bailed out 
by the central banks. 
This would only "store 
. up greater pain for the fu- 
ture". In America and 
Britain, if not Japan, 
there is much talk among 
. regulators about the salu- 
tary lessons to bankers of 
letting troubled banks go 
bust when there is no sys- 
temic risk. Believe that 
when you see it. 
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Our promise is in 
our performance. 


In 1989, WestLB took 
the decisive step that 
made it a bank of 
European stature, 
extending its presence 
to 16 European coun- 
tries. The newiy-crea- 
ted Chartered WestLB 











(CWB) merchant bank 
ideally combines the 
expertise and know- 
how of two experi- 
enced banks. Global 
cooperation with 
Standard Chartered 
Bank will widen still 
further the range of 
services available to 
our clients, at the 


same time benefiting 
the clients of our 
partner banks, 

WestL B's results for 
1989 show consistent 
performance and 

a sound base for 
active involvement in 
Europes new markets. 
The figures speak for 
themselves. 


WestLB Group 


Business volume 
Total assets 
Own funds 


Operating result 
irounded) 


Disposable profit 


Continuity and Commitment for the Future: 
| WestLB's Balance Sheet for 1989. 





1989 1988 

iDM millions) 
223,819 209,850 
177,434 165,002 
5.194 4,140 
1,000 900 
90 84 


vest LB 


The Westdeutsche Landesb 








Placing power and 


voiume continue to 


be the solid founda- 
tion for WestLB's 
diverse tasks as the 
state bank of North 
Rhine-Westphalia, the 
savings banks’ central | 
financial institution and 
8 streamlined uni 


ersai bank. 










f4 KNOCK, KNOCK”: Soon, we could receive some answers. * Because NASA 

is now on the threshold of discovering some long-hidder 
secrets of our javana * Already, the cameras of Voyager Il have given us captivating views o! 
green-blue Neptune, the fourth planetary visit in a 12-year odyssey. The Magellan spacecraft ha: 
embarked on a 700-million-mile journey to radar-map the cloud-shrouded surface of our neares 


neighbor, Venus. * Instruments on the Galileo spacecraft are poised to probe the mysteries o: 
Jupiter's atmosphere. And with the launch of NASA's Hubble Space Telescope, the very origins o! 


tanetta Lori 





"m — | TUNE IN "GREAT PERFORMANCES’ ON PBS 


the universe may be revealed with the help of the Faint Object Spectrograph, which can detect 
light as old as time itself. * At Martin Marietta, we're proud of the role we've been able to play in 
all of NASA's programs —applying the same creative intelligence to space technology that we bring to 
all of our systems and products in defense, electronics, information management, energy systems and 
materials. * Creative intelligence that's being used to solve some of mankind's oldest riddles. 


MASTERMINDING TOMORROW'S TECHNOLOGIES. zelda nini 


6801 ROCKLEDGE DRIVE, BETHESDA, MARYLAND 20817 








The added values of British Steel. Number four of a series. 


was galvanized steel from Britain which made the 
prospectors' gold-washing pans, tent equipment and 
portable buildings. 

It was also a British supplier (one John Thompson) 
who shipped the first four-roll galvanizing machine to 
America in 1892. 

Of course, the process has changed beyond all 
recognition since the days when twelve men dipped 
each steel sheet in a pot of molten zinc. 

But our attitude to customers hasn't. 

You tell us what you want the steel to do. And we'll 
supply the right steel to do it. 

Our galvanized steels, for example, are now pro- 
longing the life of cars and machinery all over the world. 


To keep out the elements, we add one of our own. 


Wind and water are the elements which attack steel 
most. And zinc is the element which helps steel keep 
them out. 

Given Britain's abundance of the former, it's no 
surprise that we've been using the latter for more than a 
hundred and fifty years. 

As early as 1837, Henry Crawford took out the first 
British patent for weather-proofing iron by dipping it 
in molten zinc. 

Just eight years later, the new material had already 
been used in the naval dockyards at Woolwich, Deptford 
and Portsmouth, and for dockside warehouses in 
Liverpool. 

And scientists all over Europe werearguing over who 
had actually invented the process we now call galvanizing 
(after an Italian — Galvani — who had discovered the 
apparent life-giving effect of combining two metals 
during an experiment with dead frogs in 1786). 

While the scientists squabbled, British manufacturers 
quietly beat the world in developing it commercially. 

Creating a flourishing export market in the process. 

When the Californian Gold Rush started in 1849, it 
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Our pre-painted Colorcoat steels 
are reducing manufacturing costs in 
white goods, brown goods and the 
construction industry. 

Our lightweight steels are helping to 
improve fuel consumption in cars. 

Our structural steels are taking over as the 
backbone of buildings in Britain and abroad. 
And our stainless steel cladding is increas- 
ingly becoming the most attractive face for them. 

We finish each one of these steels to the precise 
specifications of the customer, and the demands of the 
environment. 

Anoil-rig in the North Sea. Structural support for the 
Channel Tunnel. Or an airport in the Saudi Arabian desert. 

Fora dramatic example of the principle in action, take 
a look at the Thames Barrier in London. 

With 18,000 tonnes of British structural steel in the 
foundations and flood-gates, it’s keeping out the 
elements in spectacular fashion. 

WE'RE ADDING VALUE S 


AT BRITISH STEEL. 





the card. More than 500,000 cards have 
probably already been issued. The company 
needs to shift only a couple of million to 
break into the ranks of the top ten credit- 
card issuers in America. 

AT&T is selling its card hard, drawing on 
its knowledge of its 70m customers, whose 
payment records for telephone services pro- 
vide a ready credit check. lt is also using 
some deft ploys to sign up new account 
holders. One is that all Universal card hold- 
ers get a 1096 discount on long-distance calls 
made using the card. Another is that AT&T 
is offering its card “free for life", whereas 
banks charge an annual fee. Advertisers will 
tell you that "free" is the most noticed word 
in the English language, second only to 

sex". 
Another fresh marketing gambit by 
AT&T is to send rich account holders gold 
versions of its card along with the plebeian 
variety, without being asked. The AT&T gold 
cards will be free even if they are used just 

e a year (competing gold cards carry a 
_---a-year price tag). Mr George Salem, a 
banking analyst with Prudential-Bache Se- 
curities, reckons that AT&T's pair of cards 
“are a large threat to the banks’ gold mine". 

In an attempt to keep the mine to them- 
selves, at the end of May four of the top ten 
card-issuing banks—Citicorp, Chase Man- 
hattan, BankAmerica and Maryland Na- 
tional Corporation—rushed to the regula- 
tors complaining about possible breaches of 
‘banking law by AT&T. However this is 
viewed as little more than a diversionary tac- 
tic because the banks will need to watch 
their flanks for incursions by other competi- 
tors, too. 

The top five non-bank issuers of credit 
cards are expanding fast. The biggest of the 
quintet is Greenwood Trust, owned by 
Sears, Roebuck, a big American retailing 
company, which issues the Discover card. 
The next largest is the Ford Motor Com- 
^^y, whose thriving credit-card business is 

of a growing range of consumer finan- 
ciai services built on the idea of lending peo- 
ple money to buy its cars. In 1989 the total 
portfolios of the top five non-bank issuers 
had risen to around $20 billion from just $8 
billion in 1987. Prudential Insurance is said 
to keen to launch a card before the end of 
the year. This would be aimed at the insur- 
er's 20m customers. 

The small arms of this credit-card war 
are a host of gimmicks and services such as 
insurance and travel discounts that issuers 
are using to plug their cards, and which the 
non-banks may be more adept at wielding 
than the banks. Branding could provide 
both sides with heavy artillery. Some pun- 
dits believe that the banks made a big tacti- 
cal error long ago when they surrendered 
control over the branding of credit cards to 
Mastercard and Visa. The banks are only 
slowly clawing the ground back. When 
credit cards were first pushed, issuers were 
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given just 30% of the card's face to advertise 
their name. Today they have over 80%. 
Banks are pushing their own cards with 
scintillating slogans such as: “Not just Visa. 
Citicorp Visa". 

In a sense this is the phoney war. The 
real battles will start when issuers compete 
on price—ie, on the interest rates they 
charge borrowers. Today American issuers 
charge around 18-19%. AT&T was tipped to 
slash its rates to 14-15%, but balked at the 
last minute. In view of the profits this sup- 
posedly competitive business is making, an 
interest-rate war seems long overdue. Some 
bank-watchers reckon it could come before 
the end of this year. 

One danger the credit-card issuers hard- 
ly need reminding of is the rising level of 
sour consumer loans. Today total consumer 
lending in America is over $700 billion. Last 
year 3.496 of consumer loans by value had to 
be written off—the highest figure since 
1982, when records began. In 1989 banks 
had to write off some $3.5 billion of credit- 
card loans. To the victors, the bad debts? 





Sri Lanka's stockmarket 


For brave hearts 


COLOMBO 


AR-TORN little Sri Lanka, boasts, if 

that is the right word, one of the 
world's oldest, smallest and sleepiest stock- 
markets. The Colombo stock exchange 
daté& from 1894, but in the island's gentle 
way did not see any substantial trading to 
disturb the tiffin and small eats for 90 years. 
By 1984 as many as 20 stocks were actively 
traded and another 150 listed. Trading vol- 
ume set a record that year, at $1.3m. It was 
as much as the New York Stock Exchange 


FINANCE 





traded every ten seconds. Trading volume in 
Colombo is still tiny, at less than $50m a 
year. But despite continuing fighting some 
brokers are starting to talk of the place as an 
emerging market that may offer the ad- 
venturous foreign investors one of the best 
punts of 1990. 

As one put it unashamedly "this is a real 
specy one”, It is not a stockmarket play on 
economic fundamentals. The Sri Lankan 
economy languished for decades after inde- 
pendence in 1948 as the government traded 
growth for social welfare. The impact of eco- 
nomic reforms launched in the late-1970s to 
reinvigorate growth has been stymied by 
civil war. 

Textiles and tourism are slowly taking 
over from tea and other agricultural prod- 
ucts as the rubber band driving the battered 
economy; but the place remains poor, with 
an income per head of only around $350 a 
year. The government is forecasting GDP 
growth of 596 this year, against 296 in 1989, 
following a modest rupee devaluation last 
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Verbatun from the Statement af Hie Chairman. Bernard Henderson CBE 


Pro forma pre tax profit. eer n ns. flüóm 


Pi o forma earnings per 
ordinary share....... 


borrowings at 31st March 1990 were £183m. 
which is comfortably within the level assumed 
when K was set. m | | 
The Directors are recommending a 
single final dividend for 1989/90 of 10.21p 
net per Ordinary Share as indicated in the 
Prospectus. | ! 
The group is concentrating on its core 
business, Capital investment is on course and on 
budget. Over the next 12 months we will continue 
the successful start made in implementing our 
massive 10 year, £3.5bn investment programme. 
This will bring about major improvements in 
water quality and in the water environment. In 
the current year we will be spending some 13% 
more in real terms than last year and launc hing 


nearly 300 new schemes. 
. Weare delighted that some 100,000 of 


our customers are shareholders. It is particularly 


encouraging to see the positive and enthusiastic 
way in which our employees have responded E 
privatisation; no less than 95% of them have a. 
personal s stake in the success of our business. - 

_ Anglian Y ae is in excellent bal and | 





ket’ $ e the government. is 
ncourage inflows of foreign capital. 
ambitious, if still vague, privatisa- 
gramme to fulfil However, when it 
sell its vehicle-retailing-and- -repair 
last year fewer than one-third of 

és were taken up. 
reason was that foreigners buying 
ced a punitive transactiori tax on 
equity or property transfers. The tax was put 
on the.statute book by a socialist govern- 
ment. in 1963 to discourage foreigners from 
"buying up the economy. It worked. It has 
en the biggest single impediment to the 

w of private foreign investment t into Sri 

nka éver since. 

Speculation that the - TIEN 
to abolish the tax was behind the 
Colombo share prices that started 
In April the government made ab- 
art of a new strategy to attract pri- 

reign investment. At the end of last 
h, still fearful of being swamped by In- 
vestors especially, the government 
acked. Foreign investors are to be al- 


quoted 


FTER meteoric rises in the late 1980s, 
.awful things are happening in the 
1990s to country funds, the closed- 
tual funds dedicated to investment 
he stockmarkets of a single country. 
r the first five months of this year, a 
r-based investor in ten of the 11 


is selected for our chart would have. N 
ne worse than one who just matched 


.performance of the. corresponding 
t index. In the eleventh, the Taiwan 


d, he would have. had the consolation _ 
ing his investment fall “only” 52%, | 


the market dropped 63%. 


Aost: funds are companies quoted on - 
er American or European stockmark- - 


ere are now around 50, against a 


ful five years ago. They have some 
billion of assets between them, ac- — 
ling to Mr Michael Porter, of Smith. 


y, a firm of stockbrokers. Country 
$ share prices are notoriously volatile 
se of the inherent political and for- 


xchange risk, not to mention their 


tibility to ‘salesmen’ s hype and bro- 
ramping. But there are several rea- 
for their unprecedented slump in 


nese investors were, heavy buyers of ^ 
nds- last, year, = ey became heavy | 


o buy up to 4076 of the equity of | 
-companies before the transaction - 
; tax applies. reper transfers won no such E 


exemption. ) 

That half-hearted reform might none- 
theless be enough to let foreign money flood 
into shares. With a small market capitalisa- 


tion (just $471m at the end of last year) and 


no ready supply of new scrip coming to the 
market, even relatively small sums by for- 
eign standards send prices soaring. Con- 


sider the potential effect of Indo-Suez's new 


$100m Himalayan investment fund an- 
nounced this week. It has earmarked $20m 


_ for the Colombo market, where daily turn- 


over even in these relatively frenzied days is 


Ó—M—À 


Japanese savings 


A erm nation 


TOKYO 


metadi in tens of thousands of dollar 
The exchange’ s allshare index ha 
most doubled in the past year in antici 
tion of such inflows of speculative forei 
money. The delightfully named Sensitive In 
dex of the 22 most active stocks has ris 
fourfold, When thetiny Jakarta stockmarl 
was first flooded with- foreign money 
1988, those who dived in early: saw a foi 
fold rise in their investment in a year i 
their money has more than doub 
since then. Foreign brokers now hope 
repeat ac in Colombo. 


How prodigiously Japan saves matters — to Vüaascid markets. In r 
cent years Japanese households have been spending more and saving les 
Last year that trend was interrupted. What happens next? 


OR MORE than a dade Japanese fam- 


ilies have been squirrelling away a de- 


! dlining portion of their disposable incomes 


each year. In 1976 the average household in 
Japan put 23.2% of its disposable income 
into securities, insurance policies, and post 


office and bank deposits. By I 1988 this sav- - 


sellers when the Tokyo stockmarket - 
crashed earlier this year and they needed - 
to realise cash to meet margin calls on 
their domestic stocks. They show no signs: 
of buying their country-fund shares back. 
€ Country funds have proliferated. Mr 


Porter says that 15 new funds were ^ 


launched this year alone, with another ten 
in registration. They were launched at a 
time of diminishing allure, and raised only 


ings rate had fallen to 14.8%. Chart-draw: 
in the Economic Planning Agency (EP 
looked at the trend lines and forecast tha 
Japanese families would soon be saving less 
than their French or German counterparts. 
Then came lapan's year of confusion 


starting with Emperor Showa's death, t 


wold Nivel EEA vers reripa vurlarquidüerursrvaruram reru i tne n raa TV RAP AM IRA TAPA A UG YAN ANNAA AN e EAA RARE 


$2.3 billion. Many of the newer funds are 


listed in Europe, and are aimed at inves- 
tors who believe in the future prosperit 
~ of Eastern Europe. But there are now twi 
- Spanish funds, three German ones and at 
least five pan-European ones compau 
forthe same investors. ^ 
| 9 Increasingly, institutional investors an 
deciding that country funds, apart fror 
those like the Korea Fund that provide : 
cess to stockmarkets otherwise closed 
foreigners, are odd fish. If institutions c 
invest directly in a stockmarket, then th 
should do so themselves. | 
e In the 1980s the share prices dfs somi 
. funds, particularly those listed on Ameri 
"can stock exchanges, weré bid up to un 
sustainable premiums over the funds’ n 
asset value. Aggressive salesmen in Amer 
ica and Japan pushed the funds to retai 
investors as an easy and cheap way to pla 
| the stockmarkets of some of the world’ 
fastest-growing economies. Take th 
Spain Fund, heavily promoted on thi 
prospects of the economic spin-offs from 
the 1992 Olympic games to be held in Bar 
celona. Nine months ago it was selling a 
crazy premium to net asset value of 165%. - 
Mr Porter calculates that the country 
funds’ average premium to net asset valu 
has fallen to just 0.496 from a peak of 31% 
at the end of January. Country-fund bulls 


2 would say that was a a good reason to. 
































































the cose as two prime ministers in 
tick succession, and an election that ended 
the ruling Liberal Democratic party's 35- 


their belts and hitched up their savings ra- 
tios—to an estimated 16.7% in 1989. - 

Half of all savings in Japan, it is esti- 
“mated, are to provide incomes in retire- 
ment, one-third go towards buying a home, 
and the rest is for spending later on educa- 
tion, health, household purchases and lei- 
sure. Last year the average Japanese house- 
hold held Y13.1m ($92,900) in various 
orms of savings. Almost Y5.9m sat in sav- 
| accounts at banks or rhe post office, 
some ¥3.7m was invested in stocks and 
nds, another ¥3.1m was in life insurance, 
nd more than Y350,000 was stuffed in the 
attress. With the Tokyo stockmarket soar- 
g, people saved more to buy shares; they 
so took out additional life policies, which 
begun to resemble savings as much as 
urance. 

to.a royal wedding, a coronation, a stable 
government and the increasing accep- 
tance of the two-day weekend, Japa- 
nese consumers will regain their con- 
fidence and resume their recent 
relatively wastrel ways. 

So the crucial question for finan- 
cial markets is how far the Japanese « 
‘savings ratio will fall. Conventional : 
- wisdom has it that savings are declin- 
-ing in Japan because the population is 
- greying fast. That is only partly true. - 
"Once people stop working, they do 
-tend to save less; and Japan is indeed © 
aging faster than any of its industrial 
rivals, though it is only catching up 


















. According to the Ministry of 
Health and Welfare, households 
headed by a member of the "silver 
generation" (ie, 65 years or older) ac- 
counted for 13.8% of the total in 
85. By the turn of the century, they 
Il make up 21.296 of all households. 
But demographic studies suggest that 
ing by itself will be slow to reduce 

e savings rate. That is because Japa- 
ese baby boomers, now in their 30s - 
nd 40s, will meanwhile be working 
eir way through the highest-saving 


















year monopoly on the upper house of parlia- - 
ment. Throughout Japan families tightened | 


-What next? The betting i is that, kans | 


come tax and social-security contributions. 


Relative to the country's GDP, the annual 
cost of pensions is expected to rise by more 


than half by the turn of the century, by 


which time one in five lapanese will have 


joined the silver generation. The controver- 
sial 396 consumption tax that was intro- 
duced in April 1989 was designed to help 


. meet the rising cost of Japan's aging popula- 


tion. To pay for all the additional pensions, 
the consumption tax would have to rise to 
something like 1595 before the decade is 
out. If this happened, public-sector saving 
might rise (depending on what happened to 
public spending and other taxes), but house- 
hold saving would almost certainly fall. 

It could go even lower than an EPA fore- 
cast of 1196 by the end of the decade. After 


worries over pensionless old-age, the desire 


to own a home is the next main reason for 
‘saving in Japan. Now skyrocketing land 


prices are making home-ownership a vanish- 
ing dream for many people, and an unnec- 
essary one for others. Today the average 
wage-earner has to pay eight times his an- 
nual salary to búy a typical apartment. 


ZR DA NE US 
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3 would-be ‘home wis have to 
save enough to make a downpayment of up 
to 40%, say, ¥20m ($130,000). As a rule, 
families spend their first 10-15 years after 
marriage scrimping and saving in rented or 
company accommodation while trying to 


amass a deposit for a home of their own. 


Now some also face'the daunting prospect of 


a 100-year mortgage—to be bequeathed 


later to a child, and then to a grandchild. 
Evidence is coming in to suggest that 


. not only is an increasing number of people 


being forced to abandon dreams of owning a 


home, but that the difference in savings 


rates between the two groüps (homeowner 


hopefuls and permanent renters) has wid- 
. ened dramatically. According to a survey by 


the Management and Coordination 
Agency, people planning to buy a home 
within three years had saved 2.1 times their 
annual income, while those with no home- 
owning plans had barely a year’s worth of 
income saved. The average accumulated sav- 


ings for all households in Japan is curre 


around 1.5 times annual earnings. 
Two changes are making the struggle for 
home-ownership unnecessary for an increas- 
ing proportion of the population. Since the 
war families have been getting small- 
er, which means that the rate of 
household formation is dwindling; 
and more and more of these families 
are inheriting bought-and-paid-for 
homes from their parents. Miss 
Chiharu Sumita, an economist in the 

. Tokyo office of ugs Phillips & Drew, 
a stockbroking firm, reckons that one 
in five people who had no home of 
their own last year could look forward 
to inheriting a house. In 1984 the 
proportion was fewer than one in 12. 
In another five years one in three peo- 
ple may be moving into their parents' 
home, 

As Japanese companies start of- 
fering better pension plans to atte- 
and hold scarce workers, as in! 
tance (of nest eggs as well as homes) 

_ from the really big postwar savers res- 
cues the next generation from scrimp- 
ing and saving for housing deposits, 
and as two-day weekends and 20- 

. days-a-year holidays become com- 

+ monplace, savings have only one way 
to go: out of piggybanks and into the 
: retailers' tills. 












F AND TECHNOLOGY 


The chemist ry of des pair 








INCE its launch in America in 1987, an 
anti-depressant drug called Prozac (or 


fluoxetine) has been a phenomenal success. 


-This year it could bring Eli Lilly, Prozac's 
American manufacturer, $675m from sales 
—3ughout the world. Most doctors have 





"weomed the drug because it is the first new 


treatment for depression in decades. It also 
- has far fewer nasty side-effects than its 


- predecessors had. Yet, although there have 
been many anecdotal reports of wondrous 


improvements, formal studies suggest that 


- -Prozac is no more effective than traditional. 


anti-depressants. Happily, better things are 
_ on the way. 





"up toa fifth of people have depressions that 


. persist, or that develop for no apparent rea-_ 


son. Understandably, all of them want a pill 
that will make the black dog go away. But 
what? The organic causes of depression are 
still far from clear. à 

In the mid-1960s it was known that a 


drug called reserpine sometimes made peo- 
. ple depressed. Animal studies showed that 


: reserpine depletes the supply of chemicals 








=E Everybody gets depressed at some time — 
. or other. Usually the mood soon passes, but - 


called monoamines. Two sorts 
of monoamines—noradrena- 
line and serotonin (also known 
as 5-hydroxy-tryptamine or 
5HT)—are particularly active in 
the brain. They act as neuro- 
transmitters, carrying electrical 
. signals across the junctions be- 
tween nerve fibres. Vhen imip- 


sant accidentally discovered (at 
the Geigy laboratories in Swit- 
zerland), was shown to reverse 
the effects of reserpine in mice, 
it was proposed that depres- 
sion is the result of a deficiency 
in the brain of noradrenaline 
and serotonin. Imipramine 


the two neurotransmitters in 
the junctions between nerves. 
. So for years doctors have 


fects similar to those of imipra- 
mine: tricyclics, which work 
by inhibiting the reabsorption 
of monoamines from the junc- 
tions into the nerve fibres that initially re- 
leased them; and monoamine-oxidase in- 
hibitors (MAOts), which block the action of 





monoamine oxidase, an enzyme that helps 


to break down monoamines. into ere 
lites. Unfortunately both sorts of do can 
have unpleasant side-effects. 


Because noradrenaline and serotonin 
. work throughout the brain and body, inter- 


fering with them to treat depression disturbs 


other things too. Tricyclics and MAOIs im- 
pair memory and can induce hallucinations, - 


mental confusion and other forms of psy- 
chosis. They ` sometimes cause heart 


` disease—noradrenaline controls blood pres- 
sure. MAOIs also affect the liver, blocking the 
 monoamine oxidases found there which 


normally break down the monoamines in 
food and drink. There are all sorts of other 
problems. Used to excess, anti-depressants 
can be poisonous: they are often swallowed 
by people wanting to commit suicide. For 
normal users, it takes up to three weeks be- 
fore anti-depressants begin to work, if they 
work at all. More than a third of depressives 
treated with tricyclics and MAO!s feel no 


benefits from them. Hence the earnest quest 





ramine, the first antidepres- - 


boosts the concentration of - 


relied on drugs that exert ef- - 


for new pills. | 
One approach has. = to de sign d 
which act more selectively and he 
should have fewer side-effec 
inhibits the uptake of serotonin v 
terfering with noradrenaline, and 
seem to cause heart problems. O 
tive drugs are on the way, 
SmithKline Beecham’s paroxetine; 
may be better than Prozac because it d 
not linger i in the bloodstream. Paroxetin 
awaiting approval in. America. Án 
 Lundbeck's citalopram, which was laur 
in Denmark last year. In the test«tub 
least, it is the most selective of the three 
Prozac and its followers, though a cons 
able advance on previous therapies, 
take several weeks to take effect and 
help a large proportion of patients 
can also cause agitation and restlessness 
few people taking Prozac have experienced 
violent preoccupation with suicide, though 
 thedrug is less toxic than others when taken 
` in heavy doses, | 
A few weeks ago a Swiss di firm, Ho 
mann-La Roche, launched moclobemid 
the first selective Maor About 2,000 
depressives have tried it during trials. The P 
are fewer reports of liver damage and pa- 
tients do not have to worry about avoiding 
foods that contain monoamines (which is 
not easy to do). But because the drug boosts 
noradrenaline production, it may ca $ 
heart problems. ; 


Released from the cells 


To find more effective cures, scientists ar 
trying to look more deeply into the € 
try of depression. A highly comple 
is emerging. Numerous receptors (chemi 
receiving. stations found on the surface 

cells) that interact with monoamines:a 
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fibres that bind to serotonin once it has 
rossed the nerve junction (see diagram on 
previous page). Bristol-Myers, an American 
drugs company, has two drugs, buspirone 
:and gepirone, which activate a receptor 
- known as 5HTia. Buspirone is already sold to 
“treat anxiety. About 60% of people who suf- 
fer from depression suffer from anxiety as 
well; they, especially, might benefit from 
‘these new drugs. But it is still unclear 
whether 5ur1a plays a crucial role. 

_» Scientists could also look at a receptor 
own as 5HT1; which is found on the other 
ide of the: junction from 5HTia. When a 
nerve releases serotonin, it may fail to cross 
he junction and be taken up by the nerve's 
wn SHT receptors instead. This prompts 
"release of a chemical signal inside the 
aron; which causes it to stop releasing 
rotonin. Hence drugs which block 5uri 
ould act as useful anti-depressants. 

«^ To come up with more ideas, others 
ve looked at completely different anti-de- 
sressive treatments, such as electroconvul- 
ive therapy (ECT) in which shocks are deliv- 











HE slime eel is an ancient and disgust- 


fish, though both names are misleading 
because it is neither true fish nor eel, but 
rather an evolutionary predecessor of all 
backboned creatures. ks loose-fitting 
skin, which has been likened to pyjamas 
several sizes too large, is durable, easy to 
remove—and now quite valuable, because 
South Koreans are making it into wallets, 
handbags and belts. The skin has come to 
c be known as yuppie leather and in Amer- 
ica is often labelled “conger eel”. 

The deception is hardly surprising: 
neither of its real names is attractive and 
"the thing itself is worse. Slime eels feed on 

. dead fish, slipping into them rou the 
mouth, gills or anus and eating . 
out almost everything from the - 
‘inside. Whi at is left after a meal is 
a bag of skin containing a skele- 
on and a happy hagfish. They 
have no visible eyes, but are sen- 
sitive to light; their mouths open 
sideways to reveal a tongue stud- 
ded with teeth. And, of course, 
there are the foul gobbets of 
slime, of which they produce 
prodigious. quantities for dee 
fence. It may also help them slide 
nto their meal and be used for 
communication. 

. Plenty of things about them 
are mysterious. Nobody knows 
how long ‘they live or much 


tara 
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ing beast. It is also known as the hag- 


FORCE CE E 


T "induce" massive. electrical cand 


~ biochemical discharges in brain tissue: Be- 


cause of its severity, ECT is confined to those 
who are genuinely resistant to anti-depres- 
sant drugs. According to Dr David Gra- 
hame-Smith of the Radcliffe Infirmary in 
Oxford, ECT causes changes in the activity of 


several sorts of neurotransmitters. Apart. 


from noradrenaline and serotonin, dopa- 
mine and GABA are also released. 
Experiments on animals conducted in 
the mid-1980s by Wyeth, another American 
drug firm, have shown that both ECT and 
anti-depressants cause an increase in the 
numbers of one of two types of GABA recep- 
tor (GABA.B receptors). 


wotk, the GABA neurotransmitter could in- 
deed be involved in depression because it 
can bind to the neurons that synthesise nor- 


adrenaline or serotonin. lt may interfere. 


with their release. Last September Ciba- 
Geigy announced it had discovered a drug, 
dubbed CGP.35348, which can get to the 
brain and block the activities of GABA-B. 
Ciba-Geigy seems excited about its pros- 


pects, but is not saying much. 


about their sex lives. Since they have no 
bone and their cartilage is not calcified, 
usual ways to date them are useless. Of the 


hundreds of slime eels caught by Dr John ` 


Heiser and his colleagues at Cornell Uni- 
versitys Shoals Marine Laboratory on 
Appledore Island, Maine, only 5% were 
male. Perhaps the males are elusive, or 
perhaps they have sex changes. Slime eels 
have never been seen to mate and no fer- 
tile eggs have been found this century. 
New England's fishermen want to 
know more—-partly because the. slime 
fouls their nets and the "eels" eat the dy- 
ing fish which are often found in gill nets, 
but mainly because slime eels now look 


well worth catching themselves. Korean 





High fashion 


drugs chát emulate lithium, a metal: 


Although other | 
groups have had difficulty reproducing this 








given to manic depressives to hel 
















































works. According to one theory, it “bide - 
the production of inositol, which is derived 
from the cell membrane and acts as a chemi- 
cal messenger inside cells. Some firms are 
looking for a drug that can do the same 
thing but without lithium's toxicity. Lith- 
ium may also work by altering the ability of 
nerve cells to respond to calcium, which is 
involved in the transmission of electrical sig- 
nals along nerve fibres. Drugs that block the 
transport of calcium across the cell m 
brane of neurons are also being sou 

Depression seems to be th 
quence of a combination of mishaps 
ing several neurotransmitters and ir 
lar chemicals, all of which transmit m 
that alter nerve signals. And it is likely 
no single drug will be able to correct them 
all. There is still no way to tell which pa 
tients will respond best to which substar 
so better methods of diagnosis would gi 
fillip to ay new up 




















cee ta are paying more for shen than | 
New England. fishe ‘men sometimes get: for 





cod. Stocks are. already becoming de- | 
pleted in some Asian waters. Before they. 


invest in the special traps they would | 
need, the New Englanders need to know - 
how heavily they can fish without wiping 
them out quickly. That means finding out 
about the slime eel's longevity and: Te 
productive cycle. i 
Dr Heiser and his colleagues vill: soon 
begin tagging and releasing slime eels for 
recaptuting and study later. It is not only 
for commercial reasons that scientists find 
them well worth wading through slime 
for. They are the most primitive living re- 
lations of all of today's backboned crea- 
tures, having split away from the commo: 
ancestral line before backbones. evolvec. 4 
So their sensory and other systems are fas- 
cinatingly ancient: like human — ] 
embryos before they develop vera 
tebrae, their central nervous sys- 
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tems are protected. by 
notochords—made of a flexible, 
gristly substance. 


Slime eels will not yield: up 
their secrets easily and are quitea - 
handful even if you manage: 

| Jii of one. Kd i t 

















" against—and pop out of 
grasp. The belt that ties its 
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ologists say that at Vn 5% of American businesses use their art to 
aff. Are they paying for hocus pocus? 


à petals regard graphology, the 

dy of handwriting and character, 

me eerie light as astrology and nu- 

Yet graphologists claim to prac- 
‘ious scientific discipline, boasting 
rsity chairs in France, Germany and 
ica and institutes across Europe.. Now 
sland, the first American state to 
‘lie detectors in recruitment (they were 
later anned > federal | law), is aie of 


S at the end of April. T. 5 
hand, Iowa has decided that 


hologists like to think of 
es as somewhere between 
r$ and psychologists. Graphol- 

ogy does not provide a theory of - 
petsonality—for that, turn to Freud 
- or jung—but a technique for translat- 
ing written signs into a chosen psy- 
chological framework. Thus an ana- 


lyst must have both graphological - 2 


expertise and some preconceptions : 
about the way personality works. 

:  Graphologists" faith in their art 

has seen shared by all manner of peo- 

ple from Goethe to Sigmund War- 

burg, the founder of a British mer- 

«hant bank. Under the terms of 

A Warburg's $ vill, joo o to the. 


ogists as it prn des surgeons. 
rica's Central Intelligence Agency 


‘handwriting experts. According to 
fficer, all the CiA's agents in Russia 


| to send any New Year's cards they 


back home to America so that 


logists can check whether their ac- 
quaintances are suspicious. 

‘To many people, the very idea that a a 

pt reveals much about someone’s most 

én traits seems improbable. People be- 

t their handwriting often changes, 

y can disguise it and that different 

ities have different styles. Graphol- 

shave answers to these objections. First 

take the fickleness of a script. Although any 

m pl | inevitably reflects the author's 

, most of a writing's distinctive fea- 

: s remain unchanged from one mood to 

er. On the whole, it is these unchang- 


OMIST JUNE 16.3990. 


ing features which the graphologist studies. 
— Similarly, it is extremely taxing to main- 
tain: a conscious change of handwriting for 
any length of time. Forced changes show up 
in brusque ends to letters, hooks and unnat- 
ural thickenings of the strokes. This is what 
makes handwriting analysis acceptable for 
authenticating documents, in most coun- 
tries’ courts—though it says nothing about 
whether handwriting reveals character. 


Each country has its own graphological . Ds 
Americans tend to ` 


features. For example, 
have curly, looped writing; Germans edu- 


cated before the.second world war often 
show the remnants of Gothic script. So 
some graphologists like to know the original 
nationality of the author. Yet they claim 


' that, whatever the country, whatever the al- 


phabet, the principles of graphology stand. 


Graphologists can recognise mental. 


a such as schizophrenia or severe 
epilepsy. For example, in two separate ex- 
periments Dr Marc Seifer, a psychologist 
from Rhode Island, was able to distinguish 
people with these conditions from controls 
who had been matched for social class, intel- 


ligence and personal history, His findings . 


with epileptics were repeated by Ms Patricia 


Siegel, a graphologist from the New School 


Social Research in New York. Similarly 
nder Luria, a Russian neurologist, sug- 


gested that the handwriting of a brain-dam- 
» aged patient can help to reveal which part of. 
PI appeal to the dq s common sens 
Such evidence implies that a person's = 
handwriting can be affected by severe medi <- 


cal conditions, but it fails to show that gras- One. look at the. vicious and jaggi 


his brain has been harmed. 


personal ity. “Studies which t ty: to pro 


proposition are both rare and.c 


tory. A number date back to the 1930 
1940s, but these tend to be disregarde 
cause of their age. Typical of more. te 
work are two experiments, the first by. DX 


Edward Karnes, a psychologist at the} 


politan State College in Denver and the 
ond by Dr James. Crumbaugh, a psy 
gist from Gulftown in Mississippi. > 
In 1987.Dr Karnes asked a graphe dc 
to analyse the handwriting of nine 
standing colleagues from the college-ad 


| sions and records department. A des 
tion was. written for each person. and 


nine analyses were given back to the 
Each was asked to pick out his own di 


: tion and those- of the- ai 


brun P. ae ay. A ve 
Dr Karnes used the C 
Personality Inventory and the 
. Briggs. tests—two- standard .p 
a logical tests—-to create descriptior 
. the nine. This time he found t 
they could recognise themse 
though their performance in this s 
^ « ond experiment could have been im 
proved by virtue of having partici 
pated in the first. - 
Dr Cres baudh performed: asim 
i dar experiment with about.3O.sam 
of handwriting, divided up into: 
- The members of each set had fri 
in common and the friends were i 
pendently asked to match-a giv 
scription. to a name. Unlil 
Karnes, Dr: Crumbaugh fou 
-his analysts produced descript 
. which .were recognised -mor 
. -quently than chance could ex 
Dr Seifer; who has recently: pr 


. evidence to the Rhode Island. legisla 
knowledges. the-lack of controlled. 
Together with Dr Ellen Bowers, th 

=, dent of the Council of Graphologie 
- eties, however, he. argues that the T 


landers should not single out graphol 
there has to be a-ban, it should apply 


< personality testing. Dr Seifer. says that: 
-graphologists are more concerned with 
_ing graphology than proving that it wi 
Partly because of this and partly b 


many graphologists have been influer 


_ psychoanalysis, evidence tends tob 
sented as psychoanalytic case studies a 


ecdotes. By their nature these are unp 
sive because they assume the very thi : 


“is in doubt. 


Nevertheless, me ee ae 1 
of a few basic arguments. that they hope 


B of some monster frome 




































































Grining: thes signature Bi Himmler i is Gon 
send a shiver down the: spine. 

- Typical of the anecdotes is the story of 
hree nineteenth-century French psychia- 
tists, who hypnotised a woman and told her 
hat she was first Napoleon and then herself, 
iged twelve. In both states she was asked to 
write a sample for graphological analysis. In 
he first state, although her writing was not 
dentical to Napoleon’ s, it revealed the fea- 
'es that were commonly associated with 


NALYSING handwriting is not like 
X decoding a secret message in which 
each letter of code corresponds to one let- 
er of the message. The signficance of indi- 
vidual features of handwriting (a "t" 
rossed in a particular way, for example) 
epends on. their context. If a sign is rare 
n someone's writing and contradicted by 
other. signs, it-may not have any signifi- 





. more than one meaning. 

. Handwriting cannot dicis sex or 

| age. Indeed graphologists need to know 
"both beforehand. Feminine handwriting 

in a woman would count as effeminate in 

a man. Well-developed writing in children 


veal the author's intelligence. 





1 space (see chart). Pulver, a Swiss who died 
in 1953, thought that the mind treats the 
unwritten page as a met aphor for the 
.. world. The ascending extensions of letters 
-= symbolise the. imagination and the intel- 
lect, those descending, materialism. and 


towards the right-hand margin, in which 
case it is active.and extrovert, or the left, 
in which case it is passive and oriented to- 
wards the past. An upright script implies 
emotional stability and pragmatism. 

A German graphologist, © Ludwig 
Klages (1872-1956), established the no- 
ion of a handwriting’s "formlevel" (also 
known as formniveau). Wor ing out the 
formlevel of a handwr : 
taking in a whole face b ore. looking at 
atures in more detail. It establishes the 
general standard of the writing and can af- 
fect subsequent. analysis. For instance, del- 
























Ure tttm memi trm mimm tie rimane ur m 


Do-it-yourself graphology 


One of the broadest theories of hand- - 
writing is Max Pulver's symbolism of 


instinct. The middle zone can push either 


iate Pon : pena ina — formilevel y write 
ing implies- .. AVimm high, the extensions into the up- 
— per and lower zones should be about 
id ; Pamm. from .a central line running 


fact that all writing is what they call "brain- 


writing" . À person's script remains the same i 
however the words are written: a teacher's 


blackboard scribbles are the same as those 
in the margin. Those who have lost limbs 
and been forced to write with the other 
hand regain many features of their former 
script. Hence writing—like personality— 
originates in some high cognitive centre. 


Graphology’s claims would be more 


convincing were graphologists themselves 
able to agree. In fact graphologists of one 
school hurl insults at the charlatans of dif- 


to inipiésenindim and consideration for 
others. 


Formlevel Gass Eom one to five) is l 


measured by examining six features: the 
degree to which the writing is organised, 
its spontaneity, stylistic originality, the dy- 
namism of the strokes, the writing's har- 
mony and its rhythm. A high formlevel is 


- characterised by a pleasing rhythm and vi- 
cance at all. Similarly, many signs have 


tality, a low one by repetitive writing with- 
out individuality. Few people have a top- 
notch — formlevel (Beethoven and 


Which way do you lean? 


would count as underdeveloped in theo L 
middle-aged. Nor can writing reliably re : E 





F ehe did, though). Most people s lie 
between 2! and 34. 


Once the formlevel has been assessed, 
the graphologist moves on to specific 
signs, many of which follow Pulver. 
Graphologists look at tunt peo of 
sign: 
€ The layout of writing covers the orga- 
nisation of the text on the page, how full it 
is, the arrangement of margins and the 
like. It is thought to indicate the author's 
adaptability and sense of time and space. 
@ The dimension refers to the size of let- 
ters. The middle zone is normally 11⁄2- 


€—————— messi 


is character. ‘In the second, she reverted to. | 
the wtiting of a child. 
— Graphologiísts also make much of the - 






. Papi -persuasions 
Recent as they tail agaitut aceite The 
graphoanalysts of Chicago sneer at the 
graphologists of the East Coast and vice 
versa. European graphologists sneer at 
American graphologists in general. 
According to Mr Felix Klein, president 
of the National Society for Graphology, 
America's graphologists together earn well 
over $50m a year. They have a duty to those 
they analyse to prove the accuracy of tlie 
technique. Even if one school of grapholo- 
gists has got it right, which one! Can you be 
sure that in your next interview, you will not 
suffer at the hands of a fool? | 





- 





through the writing. The writing is first of 
all described as large or small, then the rel- 


 ative sizes of the zones are compared. Di- | 


mension is supposed to reflect the writer's | 
self-image and adaptability. | 


e A writing's pressure is a measure of thi 


force of the pen on the paper and the vari 
ation between various strokes of the pen. 
It is thought to indicate the vitality, origi- 
nality and energy of the author. __ | 
@ Form, one of the most important cate- 
gories, looks at the way letters are shaped 
(angular, elegant, illegible) and the way . 
that they are connected (garlands, ar- 
cades, loops). Form is supposed to indi- 
cate tastes, ideals, character, personality, 
aptitudes and originality. 


-@ The speed of a script indicates the 


speed of thought and the nervous tension 


‘of its author. Broadly speaking, fast writ- 


ing is more highly regarded than slow. It 


| implies vivacity and creativity. Slowing 


down in a writing is believed to reveal a 


- tendency for concealment. 


€ Continuity is supposed to go with 
perseverence and an aptitude for ex- 


tended chains of reasoning. Look care- 


fully at handwriting and all sorts of re- 
touches and corrections break its flow. — 
e The direction of writing refers to botl. — 
the slope of the lines across the page (sam- 
ples are written on unlined paper), and 
the slant of the letters. The first is said to 
mark the stability of the author's mood 
and behaviour, the second activity or 
passivity. A 

@ There are many particular signs which 
do not fit neatly into the categorisation, 
such as punctuation, signatures and num- 


— bers. Any symbol that appears even once 


or twice in writing could be interpreted as 
a particular sign. The meanings of such E 
signs vary enormously. _ E 
Each of these eight categories TM nu- if 
merous signs within it. The writing is dis- | 
sected by the graphologist and the signs | 
enumerated. The final assessment is asyn- 4. 
thesis of the DEDE which the E 





signs evince. 
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A new series exploring the 
implications of issues in the news c 


* THE BALTIC STATES 
What might be the cost to Estonia, Latvia 
and Lithuania of leaving the USSR? This 
Briefing examines the potential for Soviet +— 
economic sanctions, the problems of 
economic reform and the possible Western 
role in promoting economic recovery. 
April 1990. 52 pages. No.2033. 


* GERMANY ON THE 
ROAD TO UNITY 


Chancellor Kohl is taking the two parts 
of Germany on the fast route to unity. 
This Briefing assesses the task of inte- 
grating East Germany's decaying infra- 
structure and antiquated and hidebound 
economy into the West German dynamo. 
May 1990, 47 pages. No.2036. 


* TURKEY ON TRIAL 


Turkey is entering a period of acute polit- 
ical uncertainty, in which its credentials 
as a democracy and an economic power will 
be put to the test. This Briefing explores 
whether Turkey can expect weak or strong 
government to 1992 and beyond and how 
internal power struggles might be resolved. 
February 1990. 52 pages. No.2023. 


* GERMAN POLITICS 
AND THE GREEN CHALLENGE 


The coming general election in Europe's largest economy will be fought 
in part over environmental issues. This Bricfing describes the policies 
that could come into force in Germany from 1991, setting Europe's 
environmental agenda for the 1990s. April 1990. 44 pages. No.2032. 


* CHINA AGAINST THE TIDE 


China's gerontocracy is struggling to hold back the wave of reform 
which has flooded other erstwhile communist countries. This Briefing 
identifies China's potential new strongmen and considers how long the 
country's trading partners might have to wait for the reformers' return. 
February 1990. 43 pages. No.2025. 
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business travelers in Taipei, for many good reasons. 
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* 4 tennis courts 
* 250 car parking lot 


The Howard Plaza — 
for those in the know, the 
only place to stay when in Taipei 
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BOOKS AND ARTS - 


The state unbeaten 


CAPITALISM. By Arthur Seldon. Basil Blackwell; 419 pages; £19.95. To be published in 


America by Blackwell 
NYBODY who thinks that free markets 


have triumphed over all forms of com- 
mand economy should read this book: it is a 
great antidote to complacency. Arthur 
Seldon's fear is that the full potential of cap- 
italism and market economics will never be 
d, because western governments, de- 
ad by communism’s demise, will now be 
only too happy to continue spending 4096 of 
their countries’ gross national products. 
That, he argues, would be a vic- 
tory for statism, for muddled 
thinking, for the bureaucrats 
and politicians who think they 
are serving the public but who 
are mostly serving themselves. 
Mr Seldon is a great arguer. 
Until his recent "retirement", 
he was for 30 years the editorial 
director at the Institute of Eco- 
nomic irs, which is usually 
described as a "right-wing think 
tank". There, he and Ralph 
(now. Lord) Harris helped to 
keep the flame of market eco- 
nomics burning, at times against 
a hurricane of collectivist con- 
vention. Mr Seldon is someone 
who still relishes a fight, though 
t always tries to follow 
L...]rich Hayek's maxim to be 
"mild in manner, strong in 


argument”. GAA 


Inevitably, and appropri- Gn ae 
ately, part of this book is a cele- | Government by the bossy, for the bully 


bration of communism’s failure. 

He makes pleasurable hay with the early 
nonsenses of communist luminaries—that 
capitalism was scientifically bound to col- 
lapse, that capitalist societies would be 
plagued by alienation, environmental deg- 
radation, and so on. But these are points 
that are easily made, and a whole book de- 
voted to making them would already seem 


ecessary. 

Instead, Mr Seldon’s book is primarily 
directed at a more elusive, more durable tar- 
get: the varieties of collectivist thought and 
policies that he sees in much of western po- 
litical debate. Nor are the left-wing parties 
his only foes: all politicians are inclined to 
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politicise what should be personal economic 
decisions, and all bureaucrats to bureaucra- 
tise them. Since most people are tempera- 
mentally uninterested in political life, they 
let their democracies be dominated by pres- 
sure groups. Hence the perennial tendency 
towards "government of the busy, by the 
bossy, for the bully". 

In the past ten years, Mr Seldon con- 
cedes, quite a lot has been done to subvert 
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that tendency. But the privatisation and de- 
regulation have gone only so far, and they 
are now up against some formidable oppo- 
nents: in most capitalist societies, the state 
has hardly retreated at all from its role in 
providing education, health, housing (par- 
ticularly in Britain) and old-age pensions. 
Mr Seldon believes that the standards of all 
four would be dramatically improved if the 


state were to get out of them altogether. Or- . 


dinary people would then start thinking of 
these things not as "grateful supplicants" 
but as "demanding customers". dm 
His case will be familiar to those who, 
down the years, have read all the 1EA’s pam- 
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phlets and books. But since the IEA was, for —— 
the first 20 years of its life, often ignored — 
when it was not being derided, Mr Seldon's — 
summary of those views will be fresh reading — . 
to many people. He buttresses his claim with 

many fascinating historical arguments, 
showing how nineteenth-century Britons, in — 
large numbers, were already using private — 
markets to educate their children, improve 
their housing, care for their health and pro- — 
vide for their old age. All governments did 
was to “jump on a galloping horse" and - 
then claim that the state was the only body 
that could provide social services for all. — 
This, for Mr Seldon, is not just a lie but — 

a personal slight. He has succeeded in weav- —— 
ing into this philosophical book a large mea- 
sure of autobiography. Born into London's — 
East End during the first world war, he lost 
both his parents before he was three; in 
spite of this, he later won a scholarship to 
the London School of Econom- — 
ics. The experiences of his early 

life have informed much of what - 
he now believes. They give his 
arguments a passion and an  — 
edge. No wonder he has a deep 
conviction that the "common 
people" can better themselves — - 
through their own efforts. «, 

Phrases like that are a re — 

minder of just how British Mr _ 

Seldon is, how British his struge 

gles have been. Despite all the 

knowledge he displays about - 


a, 
. 


Russia, Japan, India or Singa- — 

pore, a foreigner reading this 
a book will still be struck by the - 
BF Britishness of the whole thing. — 
ZZ- . Britain, birthplace of the indus — 
BA trial revolution and Adam — 


Smith, has been the western — 
country most cursed by the col — 
lectivist influence. Its intelligen- 
tsia, mostly educated in private - 
schools, have presided, in 
name of compassion, over a sys- — 
tem which insists that 93% of the country's 
childreh are educated by the state. When. 
that education made them ill-equipped to — 
cope in a competitive world, the intelligen- 
tsia concluded that the state had to do more 
to "help" with their housing, health, jobs — 
and savings. That was the Britain of 1939- 
79, and it has not yet been transformed. — — 

Some of those well-meaning collectivists _ 
probably sneered at the young Arthur 
Seldon. He has lived long enough to smile 
back. His book celebrates the triumph of the 
capitalist spirit; it is a triumph ofthe human | 
spirit as well. | 
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South Africa 
History by ideas 


THE MIND OF SOUTH AFRICA. By Allister 
Sparks. William Heinemann; 424 pages; 
£16.95. Knopf; $24.95 


OW is it that black South Africans, 

robbed of land and ‘political rights, 
seem so forgiving of the whites who 
wronged them? Allister Sparks, one of 
South Africa’s most distinguished journal- 
ists, thinks part of the answer lies in blacks’ 
collectivist traditions. “People are people 
through other people” runs a Xhosa prov- 
erb; consensus is preferred to conflict, 
reconciliation to revenge. In “The Mind of 
South Africa”, Mr Sparks makes several 
such attempts to explain his country’s trou- 
bles through the history of ideas. Engaging? 
Certainly. Convincing? Perhaps not. 

Pre-colonial Africa, to be sure, was more 
collectivist than individualist. The chief 
consulted his fellow villagers before taking 
decisions; story-tellers memorised tradi- 
tional myths rather than inventing new 
ones. But is it really deep-dved collectivism 
that has purged blacks of the urge to venge- 
ful violence? For some reason, it has not pre- 
vented bloodthirsty fighting between rival 
groups of blacks. 

Mr Sparks also suggests that collectivist 
traditions make modern Africa naturally so- 
cialist—a popular argument in one-party 
states across the continent. Yet the absence 
of individualism may reflect pre-colonial Af- 
ricas underdevelopment, rather than any 
natural affinity with socialism. Feudal Eu- 
rope was also weak on individualism. Since 
pre-colonial Africa was still in its iron age, it 
is not surprising that it had not yet experi- 
enced its renaissance. 

Turning to the mind of white South Af- 
rica, Mr Sparks dwells on Afrikaners’ belief 
in their God-given right to rule their coun- 
try. This had its origins in predestinarian 
Holland and its apotheosis in the words of 
the first National party prime minister, Dan- 
iel Malan, on his election in 1948: 
“Afrikanerdom is not the work of man but 
the creation of God." The author suggests 
that his country's racial conflict has per- 
sisted longer than those elsewhere in Africa 

use of this sense of divine destiny. Yet 
lan Smith's Rhodesia defied black demands 
as long as it militarily could, although it had 
no equivalent theological arrogance. 

For much of the book, the examination 
of ideas is intended to illuminate rather than 
explain South Africa, and in this it succeeds 
splendidly. Mr Sparks is especially adept at 
international comparisons. Just as America 
had its deep South, so South Africa has its 
deep north: that part of the country farthest 
from the original colony, settled by stiff- 
necked farmers whose ignorance was rein- 
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Too conciliatory by half 


forced by isolation. Today the descendants 
of those farmers provide the staunchest sup- 
port for the pro-apartheid Conservative 
party. 

The Afrikaners' sense of divine destiny 
invites comparison with the Israelis. Both 
were the victims of concentration camps 
(the term was invented for the camps into 
which the British crammed their prisoners 
during the Boer war). Both have an exodus 
myth: for Afrikaners, the Great Trek to es- 
cape British rule in the nineteenth century is 
the equivalent of Moses's escape from the 
Egyptians. Both believe, at least for some of 
the time, that "without their own land they 
could not be their own people"; that the sur- 
vival of their culture, language and identity 
depends on political sovereignty. For South 
Africa's sake, it is just as well that mind-sets 
sway history less than the winds of demogra- 
phy and economics. 





Political scandals 


Mickey Mouse? 


THE WARS OF WATERGATE. By Stanley 
Kutler. Knopf; 733 pages; $24.95. 

IN THE ARENA. By Richard Nixon. Simon & 
Schuster; 384 pages; $21.95. To be pub- 
lished in Britain in July; £16.95 


CANDAL is an unfair business. Water- 

gate, a complex trail of domestic crimes 
and lies, lives on as a vital part of the politi- 
cal language. Iran-contra, a more momen- 
tous affair from an international point of 
view, has been swallowed into a yawn, only 
reluctantly smothered when some current 
development demands attention—such as 


the sentencing to jail on June 11th of Rear- 
Admiral John Poindexter. 

Easy to explain, really. A good scandal 
deserves a good villain. While that dodgy Mr 
Nixon, possessed by dark furies, qualifies as 
a heavy (and indeed got his come-uppance), 
that nice old President Reagan just drifted 
away into the next room, leaving not even a 
lightweight villain in his place, only a tran- 
sient American "hero", Ollie North. One 
relentless question— "What did the presi- 
dent know and when did he know it?" — 
eventually did Mr Nixon down, for he knew 
everything, and almost from the beginning; 
reapplied to Iran-contra, this became “What 
did the president not know, and when did 
he forget it", merely raising a laugh. 

Mr Reagan emerged from the dirt as 
white, almost, as the driven snow, and can 
now pleasantly relax, making a great deal of 
money. Mr Nixon, forced by the threat of 
impeachment to resign, is restlessly rewrit- 
ing history to clear his name. In his latest 
volume of random, and mostly b: 
thoughts on this and that, he portrays 
tergate as a Mickey Mouse misdemeanor, 
dwarfed by his great achievements on the in- 
ternational stage. He admits a pygmy er- 
ror—the famous “smoking-gun” tape in 
which he is recorded discussing with his ad- 
visers how the CIA can be manipulated to 
stop the FBI investigating an attempt by the 
Nixon re-election campaign to break into, 
and bug, the Democratic party headquar- 
ters. But that really did not matter, he ar- 
gues, since the CIA refused to co-operate. 
The other charges against him—in sum, 
presidential abuse of power in obstructing 
the investigation—are all, says Mr Nixon, 
myths dreamt up by his enemies. 

Mr Kutler, who is professor of Ameri- 
can institutions at the University of Wiscon- 
sin, will have none of that. His monumental 
work—which draws on volumes of official 
documents, original material and exhaustive 
interviews—argues that the range of dirty 
tricks, ending with "the White House 
rors’ (John Mitchell’s phrase for th. _- 
tempted cover-up) were rooted in the presi- 
dent's character. Mr Nixon, he says, was a 
man of festering grievances, determined to 
do down his enemies, however petty. 

[n meticulous detail, Mr Kutler ploughs 
through the multiple investigative processes 
that led at last to Mr Nixon's downfall. It is 
all there: a treat for the student already 
hooked, perhaps too much for a reader com- 
ing cold to this slice of American constitu- 
tional history. Yet even the half-interested 
scholar can be fascinated by odd side-lights: 
the fact, for instance, that Americans re- 
venge themselves on each other by getting 
the tax-man to audit their enemies’ income- 
tax returns. And anybody tempted to accept 
Mr Nixon on his own hard-done-by terms 
could do a lot worse than take a look at what 
Mr Kutler has to say about him. 
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The Suez crisis 


"Britain should not have stopped" 


n July 26 1956, the Egyptian president 

Gamal Abdel Nasser announced that 
he was nationalising the Suez Canal, appar- 
ently in retaliation for western (especially 
American) refusal to support the construc- 
tion of the Aswan High Dam. Thus began a 
six-month crisis that shattered the unity of 
the Atlantic democracies, helped destroy 
Britain and France as great powers, and in- 
jected the United States as never before into 
Middle Eastern politics. 

From Anthony Eden's memoirs 
(1960) to Alistair Horne's biography of 
Harold Macmillan (1988), the litera- 
ture on Suez is vast and shows no sign 
of abating. Now the State Department 
has published the official, but some- 
times startlingly personal, American 

ord of the crisis.* It is a volume not 
be missed by anyone with a serious 
interest in recent history. 

A crisis had been brewing in the 
Middle East for some years. Since en- 
tering office in 1953; the Eisenhower 
administration had been courting 
Arab support, while largely ignoring or 
discounting Arab guerilla raids into Is- 
raeli territory. Meanwhile, the Soviet Union 
was steadily expanding its influence, ship- 
ping large quantities of arms, stepping up its 
political offensive against Israel and intimat- 
ing strong backing for the Arab cause if an 
east-west showdown occurred. 

After Nasser’s announcement, Ameri- 
can policy lurched from improvisation to 
improvisation. Almost immediately, serious 
differences of opinion arose between Lon- 
don, Paris and Washington. Eden and (even 
more so) the French prime minister, Guy 
Mollet, were determined not to let Nasser 
"eet away with it". Washington, however, 

ported one diplomatic palliative after an- 
otner. Eisenhower and his secretary of state, 
John Foster Dulles, repeated that they were 
opposed to the use of force except as a last 
resort, although no one knew, or apparently 
ever considered, when that point would be 
reached. There was a lot of vacuous talk 
about America dissociating itself from 
"colonialism". Eisenhower was to remark in 
October that “I have not any very definite 
view of what | might do either now or in the 
future in order to prevent the Suez business 
from getting out of hand." 

On September 27 1956 Dulles told 
members of the Senate Foreign Relations 
Committee that "events were working to- 
wards a settlement". London and Paris did 
not share his unfounded optimism, and de- 
cided to go their own way. By late Septem- 
ber, they had found an unexpected ally in 
Israel (not one of Eden's favourite states); 
and within a few weeks they were talking—if 
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not planning—joint action against Nasser. 
For years, the Americans maintained 
they had been kept in the dark about Anglo- 
French-lsraeli plans. On October 4th, Dul- 
les cabled Ambassador Douglas Dillon in 
Paris: " [We] do not know [where the British 
and. French] stand nor are we 
consulted . .. We do not know and cannot 
find out whether they want war or peace." 
On the other hand, the State Department 
! volume confirms that Wash- 
ington was well aware of the 
much increased French-lsraeli 
cable traffic, though not—it is 
claimed—whar it was all about. 
In New York on October 






Unredacted Dulles 


5th, Dulles had a “heart-to-heart”’ talk with 
the British foreign secretary, Selwyn Lloyd, 
and the French foreign minister, Christian 
Pineau. He wrote to Eisenhower the same 
day: "Both Pineau and Lloyd said in effect 
that they did not believe there was any 
peaceful way of solution and they argued 
that only the use of force against Nasser 
would restore Western prestige in Africa 
and the Middle East." 

When the Israelis finally struck, and 
Britain and France intervened, the Eisen- 
hower-Dulles anger knew no bounds. At a 
National Security Council meeting on No- 
vember Ist, Eisenhower burst out that “it 
would be a complete mistake of this country 
to continue with any kind of aid to Israel, 
which was an aggressor. The president [the 


*Foreign Relations of the United States, 1955-1957, Vol- 
ume XVI: Suez Crisis, July 26—December 31, 1956. 
United States Government Printing Office, Washington; 
1387 pages; $41 
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memorandum of discussion continued] 
then interrupted himself and said that on 
the other hand, Israel had not yet been 
branded as an aggressor, had it?" 

A little later, when Defense Secretary 
Charles Wilson asked whether America pro- 
posed to continue to send military supplies 
to Britain, Eisenhower replied, no less heat- 
edly: "We would so continue to assist Brit- 
ain in order that she might meet her NATO 
requirements. If the British actually diverted 
these supplies to other purposes, we would 
have to consider such an action to represent 
another case of 'perfidious Albion’.” 

The French, for one, made no secret of 
what was brewing. At the French embassy in 
Washington on November 16th Pineau told 
Allen Dulles, the secretary's brother and di- 
rector of the CIA, “in strict confidence", 


what had happened: 


On October 15th, he was approached in 
Paris by Israeli representatives. They told him 
that Israel had definitive proof that Egypt was 
preparing to move against them and that they 
could not wait much longer. They were there- 
fore determined to attack Egypt; that they 
would do it alone if necessary but do it they 
would. On October 16th, Eden had come over 
from London and the plan had been worked 


out among the three of them and that was that. 


Before long, Eisenhower began to recover 
his equilibrium. As he told Dulles at Walter 
Reed Hospital (where the secretary was re- 
covering from cancer surgery) on November 
7th: "The important thing to remember in 
this present situation is that 'the Bear is still 
the central enemy". Dulles, in turn, contin- 
ued to find Israel a convenient whipping 
boy. At the State Department on December 
28th, he told Golda Meir, then Israel's for- 


eign minister, that 


[he] was perplexed as to how Israel regarded its 
long-term future. ...]f Israel remained sur- 
rounded by hostility there was no military 
strength which could protect it . . . If there had 
been any Israeli efforts to win Arab friendship, 
they had been ineffective . . . Israel came for- 
ward with piecemeal suggestions which did not 
form a pattern which we would understand. Is- 
rael needed good relations with the Arabs to 
assure its future . . . [he] could not see where Is- 
rael's present course could bring about any so- 
lution to Israel's problems. 


Finally, what did Dulles really think 
about Suez! On November 12th he told Ei- 
senhower that "the British having gone in 
should not have stopped until they had top- 
pled Nasser. As it was they now had the 
worst of both possible worlds. They had re- 
ceived all the onus of making the move and 
at the same time had not accomplished their 
major purpose." 

Such statements—and the remainder of 
this remarkable volume—are likely to be 
long discussed. On Suez at least, the diplo- 
matic truths seem at last to be out in the 
open air. 
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BOOKS AND ARTS 


Moving the Courtauld to Somerset House 


The best show in town 


ROM June 15th, London has a magnifi- 

cent new art gallery. Well, not quite: the 
collection of old masters and impressionists 
is the great and relatively familiar Courtauld 
one. Its new home is William Chambers’ 
eighteenth-century Somerset House, in the 
Strand. 

Nonetheless, moving the 
Courtauld collection from Wo- 
burn Square to the exquisite 
neo-classical “fine rooms” of 
Somerset House is as big an 
event as, say, the opening of 
. the Tate's Turner collection in 

the Clore Gallery in April 
1987. After the gloriously suc- 
cessful rehanging of the Tate's 
core collection, unveiled in 
January, London starts to look 
like a place art-lovers must ur- 
gently revisit. 

What does the Courtauld 
collection offer that the Tate 
and the. National cannot? 
Above all, its glowing cluster of 
impressionists and post-im- 
pressionists and the Rubens 
portraits and oil cartoons. 
Most of the paintings are hung 
in just six moderately-sized rooms, against 
cool green paintwork and making ample use 
of the natural light flowing through large 
windows. Anyone who walks away unim- 
pressed with the result needs sympathy and 
support. 

There have, however, been some hang- 
ing mistakes. One of the artists best repre- 


A bum rap? 
| 


N art's ceaseless struggle against censor- 
ship, James Joyce, D.H.Lawrence and 
Vaclav Havel now have a new and (com- 
pletely inappropriate) companion spirit. 
"As Nasty as They Wanna Be", by 2 Live 
Crew, a Miami-based black rap band, is 
the first musical recording to be be judged 
obscene in America. 
So far all the events have taken place 
in Florida. On June 6th a federal district 
| judge ruled in a civil case that "As Nasty” 
| was obscene. On June 8th a record-store 
owner was arrested for selling it, and on 
June 9th two members of the group were 
arrested for performing songs from it. 
(The other two got away, but warrants for 
: their arrest were issued later.) The second 
| two offences are criminal ones: to make 
| them stick, the prosecution will have to 
prove that the record has absolutely no se- 
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sented in the collection is Cézanne. It in- 
cludes some of his greatest works, but also 
three rich and obsessively-worked tree stud- 
ies. The earliest and clumsiest of them, 
"L'Etang des Soeurs” of 1875, and the more 
sophisticated "Ferme Normande”, painted 
seven years later, hang well apart in room 





-— c 
She's there, too 





five. Then comes the glinting, dancing, 
"Irees at the Jas de Bouffan" of 1883, in 
room six. Together, the three speak volumes 
about Cézanne's developing skill in han- 
dling foliage and light effects—but the visi- 
tor has to nip back and forth like a de- 
mented John Cleese to enjoy the full effect. 

One floor up, and the Great Room, 
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once used for the Royal Academy's annual 
exhibitions, has been messily encroached 
upon with small screens to house thematic 
displays with titles like “Woman and Mo- 
dernity” or "Rubens and the Bible". De- 
spite the huge Kokoschka triptych over- 
hanging it, the room has been wasted. It is 
surrounded by four small, darker galleries; 
one is so crammed, and elbow-room theré so 
lacking, that the pictures seem in great dan- 
ger of being knocked to the ground, if the 
collection attracts half the attention it de- 
serves. It hardly contains junk: 
among the jewels hanging 
there are Bruegel the Elder's 
"Flight into Egypt" and the 
Master of Flémalle's 
“Entombment”’. 

The collection is not uni- 
formly interesting, and by no 
means inclusive, as a great na- 
tional collection might be. 
There is little good English 
work there—and the display 
the Vanessa Bells, the Ro,.. 
Frys and the Duncan. Grants 
reminds one just what a third- 
rate bunch they were com- 
pared to the great continental 
painters they imitated. Later 
generations will gape with 
astonishment at the acqui- 
sition of two’ horrible John 
Hoylands—just as they will 
keep coming to see a single, wonderful Ivon 
Hitchens. 

But the best of it is very fine. Manet's 
famous "Bar at the Folies-Bergére”, Van 
Gogh's “Peach Blossom in the Crau”, a Re- 
noir view of Pont-Aven and a glorious late 
Bonnard, “Landscape with Olive Trees", 
are among the best paintings by those artists 





rious artistic, scientific or political value. 

“As Nasty”, which is produced by the 
band's own record label, has sold 1.7m 
copies in America. Some songs, such as 
"Me so Horny” could pass for normal 
heavy-metal lust; others are unnecessarily 
violent. The arrests have been followed by 
the usual hogwash about racial discrimi- 
nation from the band and its lawyer, the 
excitable Bruce Rogow. After all, why 
should blacks be any keener on violence 
to women than whites? 

Indeed, the chief beneficiary from the 
publicity has been 2 Live Crew—a hith- 
erto unremarkable band which now seems 
set to make a fortune. Similar publicity 
has done no harm to NwA (Niggers With 
Attitude) in Los Angeles, and it has 
spawned several other groups specialising 
in raps against the police. 


| 

The record industry is in an awkward 
position. Many would welcome some kind 
of showdown with conservative politi- 
cians who have discovered that there are 
votes in trying to. ban rock records. A 
whole host of states are looking at laws 
that would force records to carry warning 
labels. The Recording Industry Associa- 
tion of America may still file a friendly pe- 
tition in favour of 2 Live Crew; but many 
record businessmen admit, privately, that 
the current crop of racist and misogynist 
rap bands are not the most appropriate 


‚prisoners of conscience. 


The eternal problem is that, despicable 
as 2 Live Crew might be, censorship is 
probably worse. There is a middle road of 
sorts. If, instead of inciting violence 
against people who cannot fight back, 
rock musicians made records that were 
merely rude to government, business or 
politicians, they could contrive to be both 
nasty and heroes of free speech. 
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on view anywhere. The group of Rubens 
sketches would repay hours of study, even if 
some of their titles ("The Bounty of James I 
Triumphs over Avarice’’) are rich in uncon- 
scious humour. If queues are not snaking 
along the Strand this summer, the 
Courtauld Institute's marketing men de- 
serve to be shot. 





Business on television 


Bold as a lion 


RY this for a television series. A retired 
manager from the chemicals industry 
visits half a dozen small companies, in busi- 
nesses ranging from pottery to toys to fruit 
juice. He tours the factories, watches ma- 
chines operating, talks to a few workers and 
managers, and hands out bucketfuls of ad- 
vice. Some pay attention, some disagree po- 
li on camera. And that is it. Hardly grip- 
p . stuff; yet exactly such a BBC series, 
called “Troubleshooter”, has been one of 
the highlights of British television this 
spring and has made something of a star out 
of its presenter, Sir John Harvey-Jones. 
Why? The British are famously snobbish 
about commerce, so it is tempting to see the 
success of “Troubleshooter”, and probably 
of the book of the series*, as proof of a new 
attitude in Britain. Perhaps the Thatcherite 
propaganda about the 1980s was true, with 
talk of an "enterprise culture"; perhaps, in 
other words, Sir John is being watched so 
avidly because middle-class folk are newly 
keen to be managers, rather than doctors or 
civil servants. But regardless of whether or 
not this is true (and Britons do seem to be 
changing a bit), the programme's success of- 
fers less tendentious lessons about how to 
put business on to the small screen. 
In principle, there is no reason 
wh- business and television should 
n uix. Most viewers, after all, work 
in the private sector. Nevertheless, 
virtually all efforts to bring business 
to the screen have failed, with the 
camera drifting across a sea becalmed 
by numbers, jargon and talking 
heads. The success of "Trouble- 
shooter”, whether by accident or de- 
sign, lay in ignoring numbers totally. 
Not a single chart was seen. Instead, 
the series transferred to the screen 
exactly the approach that has made 
Lee lacocca's books bestsellers: it fil- 
tered work and the challenge of man- 
agement problems through one 
rather eccentric personality. Sir John, 
a former chairman of ici (and now 
non-executive chairman of The 
Economist) does not suffer fools 


*By John Harvey-Jones with Anthea Masey. 
BBC Books; 192 pages; £12.99 
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While stocks last 


HE sculpture below is called “Pas 

Attendre (Don't Wait) Parts | and 
II". The glossy catalogue put out for its 
auction describes it as "an anonymous 
graffito: an original painting in a very 
good state of preservation, slight damage 
to the left side". Damage to the left side 
would appear to be par for the course. 
This is one of 81 pieces of the Berlin Wall 
("height 360 cm, width 120 cm, material 
high-density reinforced concrete, partiy a 
using granulated agate") 
which will go to the block 
in Monte Carlo on June 
23rd. 

The Wall had to be got 
rid of; it also had to be pre- 
served as a symbol and a 
warning. To sell it by the 
slice seemed crass, yet 
those whose lives it had 
overshadowed were in des- 
perate need of money. A 
consortium of East- and 
West German companies 
was therefore given per- 
mission by the East Ger- 
man government to mar- 
ket the Wall and organise 
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gladly; but with his scruffy hair, appalling 
ties and straight talk, he is no remote 
intellectual. 

A second, related, trick was to depict 
the companies through the people that 
worked for them, not through their balance 
sheets nor, solely, through their bosses. The 
result, obvious with hindsight, was to dis- 
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BOOKS AND ARTS 


MÀ a 


the sale of the pieces at the Metropole 
Palace for "the highest price possible". 
Proceeds will go to shoring up East Ger- 
many's health services. 

As graffiti goes, the standards of the 
Wall are not high. Taken out of context, 
stripped of their horror and installed in 
office plazas all over the West, it is un- 
clear how long the sections will keep 
their fascination. Perhaps 
"the world's longest art- 
work" should have been 
kept entire, and recon- 
structed (as the fashion is) 
in some "Iron Curtain Ex- 
perience" somewhere. But 
the hard work of reducing 
the Wall to manageable art 
should also be recognised, 
and the catalogue does so: 
"We should like to express 
our thanks to the Berlin 
border troops of the Ger- 
man Democratic Republic 
under the command of 
Lieutenant Colonel H.P. 
Schulz for their unusual 
and committed service." 


Indeed. 





play ideas and problems with which the 
viewer felt familiar. Business and manage- 
ment is all about people, so why not tell the 
story through them? 

The series ought not to have reassured 
rropagandists of British revival. Most of the 
companies shown came over as more than a 
little amateurish and with a strong resis- 
tance to change. Though Sir John 
showed a tendency to instant judge- 
ment that was bound to raise a hackle 
or two, it often took him a long time 
to convince managers that they were 
doing anything wrong, even though 
the firms had invited him in to hand 
out exactly that sort of advice. The 
potential for rather exciting improve- 
ments was clear; the eagerness to ex- 
ploit it less so. 

The Morgan sports car company 
was the oddest case. Sir John sug- 
gested that it might produce its hand- 
made cars more efficiently and that a 
three-year waiting list might imply 
that it could sell more, or raise prices, 
or both. These ideas were treated by 
managers and workers alike as her- 
esy. It was hard even to see how Mor- 
gan planned to benefit from the hour 
of free publicity that the programme 
provided. A long row to hoe, Sir 
John. Bitt EMMOTT 
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An MBA with a unique 
perspective on Europe 


if you're taking à Master's in international business, why not take itin the 
heart ot Europe? 

We offer an intensive, twelve-month, full-time programme, in English i, 
to graduates with at least three years’ professional experience. 

Our faculty is drawn from ten diferent countries. 

And our location in the centre of Paris heips attract participants from ` 
ait over the world. l 

The melting pot that results will give you a new vision of Europe: asa 
single entity. 

Just the perspective, in fet that Eihpipvers are crying out for. 


= don t have to travel shes m mon à Henley Distance teaming ng MBA 


For further information contact: 
^ Through | our unique network service anyone with access to à te lephone and i 


compat. worldwide, tati instant! yu uti lise the (el eges $ eti reseatch, electronic | i : EMIB ADMISSIONS om ICE, 
It’s as Pm you were sitting ina Ideer at Henley tae y Bin at oe 108 BOULEVARD MALESHERBES, 
home, in your own time, without interrupting your career and | losing in me. 75017 PARIS 








fer full details contact Europe's senior management college now 7 : TEL: 475465.00 (EXT 6796) 
Spn  TELEX EAPFRAN 64061! - TELEFAX: 42574619 





MBA Admission: 
“Henley — The Management Col li Greenlands, 


- Henley-on-Thames, Oxon RGY GAU. x 
Telephone: 0491-571454 Fax: O491-410184 — y, „H ENLEY, 
Answerphone: 0491-410239 > AGI AEN CON 








Master of Science 


Si APANES E BUSINESS 


Hawali— 9 iionths 
Intensive Japanese Language, Culture, 
Management, Marketing, Law, 
Finance, and Economics 






l and FRENCH, — T SPANISH 66 
in the ARDENNES - 


The advantages of the «CERAN 66» concent, 
| with residential courses :. a 












t. x APO study a 38 1S0 








p 8 a.m. to 10 p. m., with Jochen d 


 Japan— 3 months 
times, breaks and in the evenge 


Company internship with a leading Japanese firm. 


| MSJBS degree in one year. 
"no Scholarships available 









Se ye, Write or Call: Director, | | 
Master ef Soiènce in Japanese Business Studies, 
.3140 Walalae Ave. Honolulu, Hawaii 968. 
(808) 7 35-4744 4phoneic or  (808).7 735-4734 FAX. 









CERAN 66 | 
(Language. courses for motivated pne 


TIL. 









Te. (209) 287-1699 - Far (208) uos 
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Wall S treet s premier education center 





3 -presents its highly praised s series 
of financial seminars for international executives 


August 13 through November 16, 1990 - 


The seminars focus on U.S. nioney, capital and securities markets, as well as finance and investment management. They are 
taught by specially selected Wall Street experts and economists, who explain the structure, operation and realities of the U.S. 
financial environment, and share their expertise and experience with attendees. ' 

These seminars, geared for all careerlevels, may be taken individually or in combination, and may easily be tailored tofitthe © 
needs of your organization Or your own career SENeInpinen. : 





; Finance for Non-Financial Executives = | Aigai 13-31, qr 90 0 


TA three-week : seminar that provides a groundi ing in accounting and economics, financial skills anda practical understanding of the : 
U.S. financial system. Covers cost and financial accounting, capital budgeting, macro- anda microeconomics. Forj ae trough 3 
mid- level professionals. ; : i 


.. U.S. Money & Capital V arkets O September : 28, 1990 Ac 
Four-week exploration of the structure and operation of the U.S, markets and their position i in the global financial picture. During zi 
the past 13 years, this seminar has drawn men and. women from 59 countries. For j pe through i mid-level professionals: i 












Seven intensive, week-long seminars, sho 





covering a major financial topic. —— October 1-November 16, 1990 
The first two are for j junior through mid-level professionals who are becoming increasingly i involved in managing investments. 
‘Equity & Debt Securities - Sue. Ws i. . . October 1-5, 1990 
Futures - | JE : * October 8-12, 1990 | 






-. The following seminars are for those who need more detailed information on hedging and speculating, as wella as on ithe strategies 
and tactics for successful investment management. vue 3 | : : 2 
Technical Analysis — P 
Interest Rate Management — = BEEN. -26,1990. e 5 
2 Options . a mE | | October 29-November 2, 1990 E 
& Sue last two: seminars y Provide expel ienced i investment Bend with in-depth cena to the most sophisticated tre s and | 








October 15-19, 1990 









:Neveniber 5.9, 1990 
November 12-16, 1999 | 


Let us show you. how: NYIF s seminars can makea difference to you 


and your organization. For more information, please contact: ^ ^. Please send additional information : on NYIF International 
Ms. Dawn M. Bushey, . Seminars for August-November 1990 to: 


International Marketing Manager 


























A PARAMOUNT COMMUNICATIONS COMPANY 


| 

1 

1 
m _ New York Institute of Finance i Name 
meneno 2 Broadway, Sth floor | F -— 
Em Emm New York, New York 10004-2207, USA j Organization 
=f age Telephone: 212/344-2900 — i Add 
= Telex: NYK 238790 1 Ue 
= gee FAX: 212/344-3469 or 212/514-8423 | 1 
NEW YORK INSTITUTE OF FINANCE E County 
"Where Wall Street Goes to School "'* f us 
SIMON & SCHUSTER, INC. | = “Telephone Telex Fax 
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Birkbeck College ee MBA PROGRAM supervised by Faculty: 
(University of London c aon _basedi in ibe ugh and the United ms: he 
PART-TIME EVENING STUDYIN ^. precy anu ones Broo Conor 
ECONOMICS AND FINANCE : y 

, Suite 2304, "850 NGA Street, New 
Birkbeck Coli ege provides university : Or eans, SN, 70130, USA. 
education for people working during the 
day without making any concession on _ j ‘ 
standards. The Economics Department FAIRFAX: UNI IVERSITY home study 
has an outstanding research record ^ degree programs. Entry at any time. 
and ‘its graduates have achieved SUC- ^ Advanced credit given for-prior learn- 


cess in economics, business, the civil  ing/experience. No classes to attend. 
service, the media and eisewhere, Tha pur catalogue/details, wile: Fairtax 


* 
3 strategic mana | in both theoretical and empirical eco- Centre, New Orleans, LA 70163 USA. 
nomics as well as economic policy. 
analysis. Analytical and quantitive skills — 
are stressed throughout and students. | 
receive extensive exposure to thé use Ce 
of computers and data analysis, There - ne Mig esl Pop lige uA | 
are a wide range of courses tailored to, | evenings. Custom classes, beds 


Spend a year 
_ in Holland and 
earn an MBA 


: A unique i international ong year MBA ^ 
! programme starting every September 
dri either of the’ following three specializations: 

































PP M NEP ERN RE tiM hea 


a Maimam rarity ————————————————M————BÀS 


feres students’ needs. | . | and breakfasts in private home, 
D aa BSc in Financial Economics, | diverse, landmark neighbourhood, 
- Write or telex for more information to: BSc in Economic and Social Policy S ur Tei (718) — Pas c E 


Director. | 
« the Netherlands international 
institute for Management {RVB} 


Postgraduate Certificate in. . -. lI(718) 857-9719, 641 Cari-- 
Bao nice aside X NY 11238. 


MSc and PhD in Ecoriomics 





_Endepoisdomein 150, P.O Box 1203 
6201. BE Maastricht MAMSG in Economics and Social 
| eletax 043. . 618330, Telex 56729 | | : 1 
Contact: Admissions: Secretary, “Boo. | BY HOME STUDY 


nomics Department, Birkbeck College. 
7-15 Gresse Street, London WIP TPA. d: "leis & oldest univers offering externa! 
| Master's, PhDs. Guided independent study to 
Telephone 071 -631 6495 (answer- “Rikin gaps" between what you know and our 
phone, outside e office hours). -` f standards forthe degree (Bachelor s, Master's, 
inital l ORNI ` PhD). Time: offen less than a year. Costis low. 
Qur president, Dr John Bear, is widely recog- 
nised as America's leading expert on extemal 
' i degrees. Please write, telephone or fax for pur 
. EARN A DEGREE: es your past experience asi f free 80-page catalogue. Mini-catalogue by 
credit toward your degree. No classes, seminars | | return fax if you wish. Thank you. 
or on-campus attendance. Studies build upon bi 
yu experiance. Seif-paced « Send Resume GREENWICH UNIVERSITY 


"Ms. f&becc a Lo. : 
"RYB Singapore Liaison Office 

e0 Tangin P O Box 160. Singapore 0124 

| Telephone (65) 250816. Telefax (85) 2530448 
Teu, 55002 Tecnet - RS 






































i (805) 888-2711 d 100 Kam Avenue, Hilo, Hi 96720 USA - 
NONE, | | 808-895-0095 Toll-free US Canada 800-267-4456 
Managi ng Curre ncy ^ yes | || Rattan eae 
; » 


Albuquerque, New Mexico sut et Ai 
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[Want to brush upé 


8- 9 November 1990 . London | on a foreign 
A two- -day intensive seminar on: : | language? 


(o With Audio Forum s intermediate E - 
and advanced materiais, it's easy d 

| Qo maintain and sharpen yout — 

$ onion language skiis. 

^ 'Besides uüermediate 


* coping with exchange e rate volatility and 
SE ráte uncertainty 

 í* managing all the financial risks 

uL knowing when and how to use financial 

instruments . | 






(3 and advanced audio. eae 
+ $ cassette courses - mast dione for the US. 
$o State lept. - wecoffer foreign language mystery 


i LEARN TO SPEAK FREN BY . E dramas, diatogues recorded io Paris, games. 
music, and many other heiptur materiais Ang d 
TOTAL NATURAL IMME RSION 


you want to iparo a new language, we have 
beginning courses for adults and for chidren. 

- with French participants. for? — 

intensive days in the DORDOGNE 





We offer introductory and advanced materials 
in most of the world’s languages. French, Ger- 
tian, "Spanish. italian, Japanese, Mandarin. 
Greek, Russian, Portuguese, Korean: Norwegian. 
Swedish, Turkish. Thai, Urdu atc. atc. 


= financial executives, treasurers, 


Chateau LAVALOUZE = 
management accountants, management eee aes 
| J.L. Lefevre CIELBP.190 — | "" 9 
consultants, bankers and all general 24490 LA ROCHE CHALAIS, France. | sute Ni, 31 K 


management. €. Tel: 539914420 


. To book your place, tot further details, contact: 
. Customer Services Department, Hawksmere Ltd, 









| BACHELORS «+ MASTERS - " DOCTORA E i 

[2-18 Grosvenor Gardens, / Full credit for work & life expel ence. No eet : 

; : á ! ' SEND RESUME FOR NO COS ‘ 

London SWIW ODH.  — AMEN | ^ LASALLE UNIVERSITY DEPARTMENT 6 
Top 071- 824 8257. -' B ^E ^. Mandeville LA 70470-4000, USA | , 

LU ESE s. DM ae -- m m. 













ÁO RE ER 











.LIVE WITH TEACHER! 
a Yes, learn the language of your choice in the 
^" eountry of your choice in yout private | 
teacher's home, 
45 HOMEL ANGUA AGE INTERNATIONAL - e 
... Reservations Office, High :St. Lawrence, 
M mame ate, U K Tek: ( 
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GRAHAM SCHOOL OF MANAGEMENT 


SAINT-XAVIER COL LLEGE i UUNIVERSUDPN 
0 CHICAC "E 

















U NEY ERSETY OF HULL. 

























? MV . U K 2 
i MBA: EUROPE aona 
Hali x GPEUERRY otters a HE fh. based Mister of Büune ICE tration. Duropr m Offers its Master of Business 
AA Sed) a ionveniengi fni mi ks n Hi dits ACE, MAE, hum en FOSS. YOdiermen, aed 


market thes UNIQUE MBA ind Administration in Paris © 
* an mntroducuon n i Eufage an darn 
* gi den th analys i8 ob the burns ve cant. 
E ouais i 
* case uw ay Esropeas t 
* analisis of Europe: 
WC fani PRETENCE watt re ADALE 
OR prepáratiuit of. European bast 
» The CORTES COMM gis tr C taber $ d - yes 
vivus inthér demils from Dr Andrew Cox. MBA. V utope. Universi ot Halt, t UK T a EX. 1 "el: oda 
bo 596 Fax: 0482 466366. | Fra 





oral m virke HR 














ÜCy-PULA ORA ad d hose £o use lobb AAR IOS AStA: Corporate 





9 Evening. classes @Week- end classes 


js " HDD Catus 





mJ ror professionals — po 
with an undergraduate degree E 







B Next session: June and September 1990. 







B Financial aid is available. 
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F OR FURTHE Fi INF ORMAT ION- CAL m 


(1)42.66.66 


IEMI SAINT -XAVIER R College University 
7l. rue e du. Fg St lonoré-: 75008 PARIS 






INSTITUT DE FRA? 'CAIS 
The nener quality teaching —— — 
e Á high-level international student body 
n A cordial, hard-working atmosphere 
è A breathtaking setting on the Riviera 
* f truly dedicated staff 


‘Daily 8.30-17.00 with. 2 meals | 
For adults. 8 levels : Beginners 1 to Advanced H 
Next d- week immersion course starts 2 July, 6 August etc, 
06250 Villefrinche/Mer - EFIA, France. Tel 93 op u Thx 570 i8. Fap 76 92 17 

























i n vtm v i tae ec, ce mt ns eni i e na s n et m ae 


UNIVERSITY TY DEGREE 


Degrend tor sie who want to be: more effective and 
secure in their Jobs or Professions. 


Earn a BACHELORS MASTER 3 or DOCTORATE Degree by 
utilizo your iie art work exp EE s equivalent credits are 
given lor your job, military, compar. training. industrial courses, 
semmars on business expenences. We accept college. 

matter when taken. No residency reguaed— Po: 
Our graduates are recognized for the fants: ih business and 
industry. We will assist you in coripleting your degree requirements 
without format classes or uemmárs st your own pace and tima. 


. Send detailed résumé on work He and academic: expenance for à no 





MAXIM'S INTERNATIONAL INSTITUTE 
SCHOOL OF HOTEL MANAGEMENT 
























vos! evaluation. 





For an international management career 
ONE YEAR DIPLOMA 
Study in English practice and work at 
our famous Maxim's Institute 
Theorical and practical training 
DAY COURSES / EVENING COURSES 









9 "808 N Sepulveda Blvd, Los An ies, Calitornia 
. Phone:21347140306 —— Telex: 182018 — 





jd " " j 








23 Study in 










. s orignal and ceftainly the most eflcetise wayto leafthé i, 8 Franee Admission : Undergraduate 
par anguage ul vo t choice n 4 id ine from vOufr own ©, Ocrmany yix " ' s. OO 
: ci esun ot way to progress in learnimg a ó l qam | NW Classes begin: anaes 1990 
We c guarantec this snee vu t. PUE Hav f | 
ELI Wi in your us aches home NOT inigschoob, LUSSR P I 
"AM ages ^ Adi levels "Any ported throughout the year ; Portugal AXI 
` Argentina 
Home Language. Lans: Reservations Office, Dept E. i Papvan ; 
2 Cecil Square, Margate, Kent CT? IBD, England. UK 1 M Fé JS ALL OVER THE WORLD 






Tels 0843) 227700 Fax: (0843) 223377 Telex: 94016388 USA | A TELEX - 281 
Our Worldwide offices: New Yorks Tel: 212 6621090 Canada 4 E (i 42 66 66. 82 FA X 4742: 
| nis: Fel: 3651 T : ikari- Tek: 299738 Madrid-Tel: 2596406 6. Malta aN LE: 


Fel: ZHANTS Oa Tol dem v 0o | Mj 71, RUE DU FAUBOURG SAINT- HONORE, 75008 PARIS FRA! 










UNIVERSITY OF WARWICK 
WARWICK BUSINESS SCHOOL 
CENTRE FOR CORPORATE STRATEGY AND CHANGE 


PRINCIPAL RESE AR CH FELLOW 
THE INTERNATIONALISATION OF UK FIRMS 


To develop and work on empirical studies of the internationalisa- 
tion processes of UK firms. 


The post is an important and senior one in the Centre. The 
successful candidate wili play a lead role in our studies of 
internationalisation processes of firms as well as projects manag- 
ing the Centre's work on competitiveness and strategic change. 
The Centre has a national and international reputation for its 
research on strategic change and is part of Warwick Business 
School which places a high value on scholarship and research. 
Candidates should have a strong record of completing research in 
the fields of organisation theory, business strategy, international 
business or industrial economics. 

The post is available from 1 September 1990. This is a four year 
appointment. The School has a policy of considering senior 
research staff for four year rolling contracts. The salary will be on 
the Research IH! scale: £19,389-£24,285 pa (under review). 


Application forms and further particulars from the Person- 
nel Office, University of Warwick, Coventry CV4 7AL. 
Telephone: 0203 523627 quoting Ref No 44/2A/89/43 (please 
mark clearly on envelope). Closing date for applications 7 
July 1990. 


Informal inquities may be made to Professor Andrew 
Pettigrew on 0203 523918. 
AN EQUAL OPPORTUNITIES EMPLOYER. 


UNIVERSITY OF LONDON - 
THE LONDON SCHOOL OF ECONOMICS 
“AND POLITICAL SCIENCE 


“LSE FINANCIAL MARKETSGROUP 
RESE ARCH GRC "P. 
MANAGER 


4 “The LSE Financial Markets Group i isa dynami ic highly successful research 
— group which has been established at the London School of Economics 


d - funding provided by a number of British, American and Japanese 
institutions, to pursue basic research into financial markets and. their 
Fdo | 


tg to appoint a ; Research Group Manager to be the focus of 


Ww the t oup, responsible for ensuring its continued smooth running and 


-also to mak a positive contr bution to future growthand development. A | 


d with sound critical analysis and the 
deve 5/08 rut are essential as well as the 


will ‘he qeu accountable to the 
highly developed weit skills for 
and pubi icity material about the 
om ps is also desirable. The 


: [ T silay | in I" range aff £14, 685 to Ti i inc vium 
-Londo i Allowance. Sead under rev ew). - n 


ng dene School of Economics, Houhia 
AE Fat POROM.. 





PROFESSOR OF 
MANAGEMENT 


| Management, tenable from 1 October 


A available as appropriate. 


|-9o/£y may be obtained from the 
: Personnel Officer, T e Queen’ s 
University of Belfast, Northern 


Closing date: 31 July 1990. 


| Equal Opportunity. Em 


AGRICULTURAL ECONOMISTS 
For assignments in Washington DC and Africa. Require PhD, fluency in 
French, experience in Africa, knowledge of AID project design and 


evaluation, and expertise in agricultural sa agricultural marketing, 
credit, or production economics. 


SENIOR BANKER 


WITH AGRICULTURAL LENDING EXPERIENCE 


For three year assignment in Cairo, Egypt, as Chief of Party for a USAID 
agricultural/development banking project, Requires advanced degree 
in finance, banking, economics, or agricultural economics, experience 
as a senior vice-president, and as a senior advisor or chief of party in a 
developing country. USAID and Middle East experience desirable. 


Please send cv to Economist, PO Box 108, 10 Rockefeller Plaza, 12th 
Floor, New York, NY 10020 or fax to 202-331-8202 By did 1. 





INFORMATION 


Applications are invited for a newly- 
created Chair in Information 


1990 or such other date as may be 
arranged. 


Duties will include the provision of 
academic leadership in the area of 
information management, developing the 
academic profile in the area, contributing 
to the development of the programmes of 
the School, enhancing the linkages 
between the School and its client markets 
and contributing to the School's staff 
development programme. 


Applicants must hold a good honours 
degree, have an established research and 
publication record, e capable of 
contributing to curriculum development 
and have a sound knowledge of current 
developments in the area. 


Salary within the Professorial range with 
eligibility for contributory pension rights — 
under USS. Generous relocation package | 


“Further particulars (please quote rele, 





ireland, BT7 1NN (telephone (0232) 
245133 ext 3044 or Fax (0232). 
247895). 


The University is an 





| 





oyer. 


| The Queen 5 University of Bel fast 















Birkbeck College _ 
(University of London) 
LECTURESHIP IN ECONOMICS 


The Economics Department, recently 
awarded the top UK research ranking 
| UGC, invites applications for a 
2 in Economics. The suc- 
andidate will be expected to 

research reputation. of the 









: tes in the fields of financial 
regulation or industrial economics 
ough other fields wil also be 
considered. 


Salary will be within the Lecturer Grade 
A range £13,853-£18,522 pa inclusive 
of London Weighting depending on age 
and experience. 


Further details and application forms 


may be obtained from the Assistant . 


Secretary (Personnel), Birkbeck Col- 
ege, Malet Street, London WC1E 7HX. 


Tel: 071 631 6529. Closing date: So 


j^^^- . 








UNIVERSITY | 


OF BRISTOL 


| DEVELOPMENT || 


*. The University invites 
applications for the 
important and challenging 
new post of Development 
lirector, responsible for 
the planning and 
management of the 
. University's long-term 
- fund-raising campaign. 
A successful record in 
fund-raising for a large 
organisation is desirable. 
Salary circa £27,000 to be 


'| reviewed on the basis of 
=- - performance. 
|. For further details _ 
.]. telephone Bristol 303136 
| (ansaphone after 5.00pm) 
x or write to the 


| . Personnel Officer, . 

Ae Senate House, Bristol 

| quoting reference no 278. T 
The closing date for ^ 
applications is 6 July. 


An equa CUPRUM. 





int. Preference. may. be given 


Senior 


. Victoria University 
of Wellington 


Now Zealand 


SENIOR LECTURESHIP/ 
LECTURESHIP IN PUBLIC POLICY 


Applications are invited from suitably 


qualified persons for the above position 
in the Faculty of Commerce and Ad- 
ministration. Applicants shouid have a 


strong academic background in one or- 
.more areas. such as. policy analysis, 


public administration, public sector 
management, law. and economics. 


The. salary scale for Lecturers. ds 
NZ$36, 000-NZ$47, 200 per annum; for 
Lecturers NZ$50, 000- 
NZ$64, 500 per annum. 





Conditions of appointrent and method 
of application are available from Ap- 
pointments (37989), Association of 
Commonwealth ^ Universities, ^ 36 


" Gordon Square, London WCTH OPF, or 


from. the a Administrator 






04-711 m. with whom applic 
close on 17 August 1990. 


THE UNIVERSITY IS AN EQUAL 
OPPORTUNITY EMPLOYER ' 


^ 








. an advantage. 


fare-paid leave. 


. — Other related duties. 















INDONESIA TE — 


— Forest Econom ist 


A senior natural resources economist with. management experience is required. 
by the Overseas Development Administration. to jo 
located with the Ministry of Forestry in Jakarta. 

. forestry activities within the country and assist senior Indonesian officers in the 
formulation of an effective strategy for utilising the natural forest resources within 
the confines of sustained yield Morderen, and the Deed for mproved 
rationalisation of.forest industries: 

The successful applicant will need to demonstrate excellent communication. 
skills, management and co-ordination experience as well as experience of working ^ 

jn the tropical forestry sector. Knowledge of the use of doi as modelling will be 


Applicants: should preferably be British Citizens: 
TERMS OF APPOINTMENT E 


You will be on contract to the British. Government for 2 years, ‘on loan to the ` 
Government of Indonesia. Salary e £26,€ 

p.a. (UK taxable). Additional benefits will norm ally i 
ee es currently of £2,625 p.a. (single) and up to £5, 328 p.a. (married], 
children's education allowances, free accommodation and passages and annual 


Closing date for receipt of completed applications is 17 July, 1990. 

For further details and application form, please write to Appointments Officer, 
Ref No AH375/KEA/TE, Abercrombie House, Eaglesham Road, East Kilbride, 
ix aid G75 aud. or telephone 03552 41199 ext 3206. © | 


| BRITAIN HELPING NATIONS TO. HELP THEMSELVES 





international Fund for Agricultural Development, IFAD 
Gost of Nations), Rome, Italy, seeks: tandwates to fill id 








et at the P3 level 


Under the supervision of the Treasurer, and in liaison with the Financial Advisor the 
incumbent assists in the management and investment of IFAD's liquid resources, 
specifically: : 
— Analyse economic and market information for formulation of investment 
strategies, and prepare documentation for the‘ Investments Advisory 
Committee; P 
— Prepare and update data needed for assessment of the financial status of banks: 
— Contact eligible banks for deposits and securities operations in oy W with 
investment Guidelines; .— 
— Supervise settlement procedures and clear investments accounting entries: 
— Analyse investment portfolio to. facilitate portfolio management and 
performance; 
~~ Study market developments, investment instruments and technology and assist 
in formulating investment policies; — | 






















Qualifi ications/experience: University degree in business administration, banking. 
econonics or related field. Five years’ experience in banking or portfolio . 
management, preferably in a financial institution, Good knowledge of computers. 
D. command of English, knowledge of Arabic, French or. Spanish woul be. an E. 
advantage.  — < : 


Depending on experience/qualifications, per base ST from US$25, 476. t Oe 
US$35,997. Cost of living allowance: uS to change according to United Nations 
common system fram US $18. 167 to USS19, 465. 
initial contract: two years. 
Deadline for application: 3 August 1990. 
Send two copies of application to: 
IFAD, Personnel Division, Via del Seratico, 107, 00142 Rome, italy 
Only shortlisted candidates. ili receive an. acknowi edgement. 
















oin a small advisory tearn to be 
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,a. to £38, 550 
free Overseas 
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Research Post in the 
Department of Applied Economics 


University of Cambridge 


A researcher is sought for the Department: of Applied Economics to take up 
appointment from | September 1990 or as soon as ‘possible thereafter to join a 
project on measurement error in the national accounts directed in Cambridge by 
Dr Solomou and Mr Weale, as part of a collaboranve project with Professor 
Feinstein of Oxford University funded by the ESRC. Applicants should be willing 
to work on developing and applying econometric and statistical methods for use 
in. the reconciliation of inconsistent estimates of national income. The post 
does not involve work on data collection. The appomument will be for two years 
and is open to candidates with a suitable background in statistics/time-series 
methods or control engineering as well as to econometricians. 


The pensionable scale of stipends for someone not ordinarily resident i in College 
is £9,816 a year, rising by four annual increments co £12,381. 


| Further information may be obtained from the Secretary: of the Appoint- 
. ments Committee for the Department of Applied Economics, Sidgwick 
Avenue, Cambridge CB3 9DE, towhom applications, including a curriculum 
vitae and the names of two referees, should be sent so as to rive not later 
than 30 June 1999. 


The University follows an a Equal Opportunites aud 
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Davis Langdon & Everest Consultancy, a small | group 
specialising in appliec research in the conmrucuon. sector, 
seeks graduate research assistants. 


The work is varied and includes European studies, studies 
“en energy in buildings and the environment and strategic 
studies of the construction professions. The need is for 
adaptable, enthusiastic, literate and numerate recent 
graduates ‘to provida. project support. Language and 
keyboard skills would be useful. 

Write. with full CV to Jim Meikle or John Connaughton or 
telephone 071-388 6944 for further details. 


Davis Langdon & Everest 
Consultancy Group 
Tavistock House 
Tavistock Square 
London WC1H 9LG 








— Cranfield 


Britain's Unique University] 


"^ RESEARCH OFFICER —- 
' AND RESEARCH ASSISTANT 





The Centre for Treasury Management is joint ly sponsored with Crahifield by 
the Association of Corporate Treasurers. Applications are invited from 

| qualified researchers wishing to join usin studying Treasury Management 
practices in Britain's largest and most successful companies. Hes earch 
Assistantships are also available for graduates MEG to write. a doctoral 
dissertation in this area. 


- Salary range: ‘Research Officer £11,399.£18. 165, Res search Assistant 
|o£11,399-£13,495 depending. on qualifications and rics haute Addit ional 
income through consultancy work may also be available. — 


$ (0234) 751122, Ext. 3245. 


Personnel. Dep artment,,. 
eld, Bedford MI K43 OAL, 

































Informal inquiries to Professor, E pro je 


Application forms are av 
 Crantield Institute of Te 


Cranfield School of lanagement wie 


(CENTRE FOR TREASURY MANAGEMENT) 















Park. 1350 sq ft Contact: 071-602 
5432. 





Cotton Spinning Mill 


For sale in a non- quota country © | EE 

a working 8,000 ring spindle | E —— 
with own modern bui ding and | Mem am 
20 acres of land; plenty of |]. 
water. Complete and appropri- | - 
ate infrastructure. Enquiries: 


CIA Textil Centroamericana SA. . 
PO Box 1411-1000 San José, 
Costa Rica. Fax (506) 21 06 73. 
Tel (506) 23 34 44, 





Research Assistant ‘Professor, PhD in Managerial Economics with 
demonstrated research achievements in measurement of technological 
change, high-tech industry productivity and competitiveness, industri- 
al organisation and regulation, and capacity for teaching accounting 
for engineers and scientists. Must have experience in using economet- 
rics software such as SORITEC or TSP in estimation of non linear 
simultaneous equations models. Salary is in mid-30s. 

Send résumé and writing samples to Professor J. R. Norsworthy, 
Center for Science and Techno ogy Policy, School of Management, 
Rensselaer Polytechnic Institute, 110 Bth Street, TN New York 12180 


USA, by 9 July 1990. 


AA/EEP Employer 





Business Studies in Europe 
è _@ | E @, . 

Commissioning Editor 
Oxford University Press is looking for a highly qualified 
person to take over and develop its list of textbooks, 
monographs and journals in the area of BUSINESS AND 
MANAGEMENT STUDIES. This is a list which is 
expected to grow rapidly during the next five years ar 


the new editor will be largely ICD for this 
growth. 


The successful candidate will be a graduate with an 
interest in business/management studies and related 
subjects. Experience of publishing is not an essential 
prerequisite but the successful candidate will possess 

(or will be prepared to obtain quickly) broad knowledge 
of business education in the UK and Europe, fluency in a 
modern European language and excellent commercial 
awareness. A background in sales, marketing or financial 
journalism might be an advantage. 


The new editor will be expected to undertake a 
. considerable amount of travel throughout Europe and 
will therefore need to be independent and resourceful, 


The job is located in attractive offices in the centre of 
Oxford where the appointee will work among a large, 
stimulating and varied group of editors. 


— Salary negotiable dependent on experience and there 
are good supporting benefits. 
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Please apply in writing with full cv and including current 
salary to: 


John Williams, Personnel Manager, 
Oxford University Press, - | 
: Walton Street, Oxford OX2 6DP. | | " 





QUALITY OFFICE TO RENT. Holland NYC—ELEGANT . BROWNSTONE. 
Safe, quiet block, 20 minutes to Wall 


Street, near park, excellent schools. 











per month. Tet USA (71 8) 783-4049. 








in Costa Rica 


SWITZERLAND 





inci Lake Geneva 
& Mountain resorts 
You can own a quality APARTMENT/CHALET in 









GSTAAD Valley, CRANS-MONTANA, VERBIER, etc. from 
SFR. 200000. — Cee TAR i 


s 82. nie de korin 
REVAC ,fei. at. Eos 1540 








One year. Furnished. Rental, $2,200 


MONTREUX, VILLARS, LES DIABLERETS, LEYSIN, 



















Save on hotels' £200 per day charges. Stay in our Studio 
— |. apartments at £200 per week. No hidden fees. For booking/ 
| een in;,126 Lexhant: Aaron, Kensingtori London 


lephone 071-835 1492. Fax: 071.724 7396. 
"POI NIMENTS _ ENEE i TS j 


a "he Australian 
b National University 


Burritt on 6 6 2493670 {or fax 61 6 
2490744). Further particulars. relating 
| to the position are available from the 
ipe redd dt office redd 61 6 


l -Applications are invited for appoint- 
ment to the following position: 






. . Faculty of Economics and Commerce 


Boge, oN 7 1 77 u Comi vealtr Universities, 36 
- SENIORLECTURER/LECTURER. . Gordon Square, London WC1H OPF. 
\CCOUNTING/FINANCE/. 
SOUNTING INFORMATION Coapa ate ediy a FE 23.5.1 
; SYSTEMS | : 
: | : |. Salary:  Séniór Lecturer A$43,984- 
„Department of Commerce | A$51,015 per annum; Lecturer 


: "EN A$33,163-A$43,096 per annum. Ap- 
| licants should have an interest in. Pointment: — tenurable. Applications 
; APP kis nts of the areas taught by the . Should be submitted in duplicate to the 
‘Department of Commerce which in- Registrar, The Australian National Uni- 
‘clude financial and management ac. Versity.. GPO Box 4, Canberra ACT 
counting, financial accounting theory, 2601, Australia, quoting reference 
corporate finance and investments, áu- number and including curriculum vitae, 


-diting, public sector accounting and list of publications and names of at. 


information: systems. In addition to an least three referees. The University 

"Accounting major, and an Accounting the. fight not to make an 
Information Systems sequence, the appointment Ha appoint = invitation 
Department-also offers a full informa- @tanytime. =° — 

tion Systems major in conjunction with THE UNIVERSITY IS AN EQUAL. 

the Department of Compier Science. PORTUNITY EMPLOYER 


5 









"Univdrelty c! of Bath - 
School of Management ` 


PROFESS‘ 





This is a newly created mata for en app! licants with | 
^| proven academic records and Knowledge D of international busi- . 
|. ness are encouraged to apply. _ 


| Within this large Schoo! research activities "with: ritérational ! 
. companies take place on a wide-ranging basis including Europe- 
an economics, strategy and European integration. 


The. successful candidate will be expected. to lead a research 
activity and organise teaching, particularly | for the EXOQUUVO and 
full-time MBA programmes. : 


| The School has recently advertised for. rom Lecturers i in the 
. fields of. Accounting. and Finarice, Managerial Economics and 
Business Strategy. - 


^ Further. particulars. may be obtained from the University 
|] Personnel Officer, University of Bath, Bath BA2 TAY, or 
|. telephone 0225 826026. 


i ced date for Y applications 31 Du 1990. 





~ LONDON LETS 



























LONDON 


| GERALD INC. PROFESSIONAL 
SOUTH KENSINGTON | 7 


Fully furnished fuxury one ane two bed 
apartments, 


Quiet tree lined street clie do sho 


restaurants and tube Station, Vide 
security. ae : 
Min one week, £136 to £865 pw. Full. 
info. Tel: 071-225 0184. Fax: 071-225. T. 
0280. Telex: 893095. E jd 









U.S. VISA MA TERS | 
Visa requirements for companies, | 
partnerships and individuals doing: 
business, or wishing to do busi- 
ness, in the United States, Y 
Law Office Edward S. Gudeon’, 17 
Bulstrode Street, London W1M SFO. 
Tet: 071-486 0813. Fax: 071-224 2337. | 


“U.S. lawyer resident in Londont, Practice | — 
| Bmited to U. S. NM AA 





















representation - to 
worldwide. — 


BARTER TRADING to investor 
Fax x 213854 4940. PO B 


AND SERVICES 
One of the UK's largest fresh produce compa- 
nies will set-up barter-trading far companies 
exporting machinery/services to countries | 
where payment is taken in fresh or processed |. 
food. We turnover and market-over 50,000 | ~ 
tonnes per annum. Also if a viable ‘marketing 
policy is possible we will market produce for. 

you and ae Sterling or dollars, please 
rect Paul Whittome, Martin Fisher or Alan 
Granger. ' 





















great. savcags " 
hot ed. arae bathrooni; ; 
. TV. telephone, dential heating. elevator. 

Gentraily focated in Kensington area, a 


Tourist Board Approved — gw 






























Paul Whittoma (Potatoes) Ltd. - — Ashburn Garden Apartments 
| Tet: 0945 GAA Fax 095 — 3 : 011 R » 370 2663 à ou 
fae 0114471370 6743 d 
L T "RNAN - 










The following : sutveys are to be published ir in Th 
Economist shortly. 






Germany 


‘1992’ 







International Capital - 
Markets 









South Korea ? 18 8 August 





Western Defence 1 September 
8 Septstiber - 





Environment. 












071-839 7000. Fax: 071-839 4104. D: € 
















Call 4071)4: 434- 0030 
















MONTHLY FOR : 























subscription details 











LOMBARD HOUSE . 


CROYDON | 
SURREY CRO 3JP 
OR. RING: - 












ge AINS. BIGGEST 


asata St London WIR TAH. | 


€ OMMERCIAL PROPE RTY - 


Please ring or write fors 
complimentary copy and 


PROPERTY MONTHLY 


COMPANIES 










































Te BVISLANDS — — £525 
| e GIBRALTAR — £375 - 
| € GUERNSEY. £595 
@ HONGKONG . £495 
] € IRELANDNON-RES £395 
@ iSLE.OF MAN £350 
| e JERSEY £550. 
@ LIBERIA £525 
@ PANAMA : 
FULL NOMINEE, MANAGEMENT, 
ACCOUNTING AND ADMIN. 
SERVICES AVAILABLE 


FOR AN EXPLANATORY DISCUSSION 
AND BROCHURE, CALL COLIN 
FORSTER, OVERSEAS COMPANY 
REGISTRATION AGENTS LTD. 
COMPANIES HOUSE, TOWER 

TREET, RAMSEY, ISLE OF MAN 


"IMMIGRATION—CANADA 


A ne of Canada' $ largest: investment houses. offers bank or first mortgage guaranteed | 
investments in the: investor-immigrant Program. 


We are leaders: in the field of Investor-Immigration in Canada. Confidentiality is assured. 


vesque Beaubien Geoffrion inc. 
Stan Siscoe, 1155 Metcalfe, Montreal, Canada H3B 489. 


E a angus on any subject 
DE bi rg d 





| NE PARKES 





|| SLEEPS2 
| SLEEPS 4 


e525 | 


+e eee EHH $ 


| Tel: 071-581 9944 — Fax: 071-225 3447 


ASTRELLE JE 


The world leaders in Translation 
and Interpreting Services 


Fully computerised to handle any configuration of 
Offices throughout the 
reliable, denial 


UK Tel: 061 926 8880. Fax 061 929 0267 


- |. USSR Tel 0107812 218 7218. Fax: 010 7812 218 7218 
| USA Tet 0101 603 964 2200. Fax: 0101 603 964 9311 


~ DIPLOMAT 
‘HOTEL - 


2 CHESHAM STREET 
BELGRAVIA 
LONDON SW1X 8DT 
Tel: 071-235 1544 
Telex: 926679 DIPLM TG 
Fax: 071-259 6153 


| in exclusive Belgravia within walking distance 
ai Harrods. Provides unsurpassed opportuni- 


ty for super accommodation and full English 


. | breakfast at exceptional value. 


Single bedroom from £54. 95 + VAT 
Double/Twin from £79.95 + VAT 


_ALINBAR EXCLUSIVE HOTEL 





LONDON'S LATEST SUITE HOTEL 
LUXURIOUSLY APPOINTED 


HOTEL ROOMS (from) 
£85.00 + VAT 
SUITES (from) 
£144.50 + VAT | 


INCLUSIVE OF: 

* Sumptuous English buffet 
breaktast 

Colour TV radio 

* Direct dial telephone 

Hairdryer 

Hospitality tray/tea/coffee/ 
chocolate & biscuits 
Complimentary newspapers 
Luxury kitchenette in each suite 
Luxurious appointed bathrooms 
Guest lounge 

ironing centre/trouser press 
Room safe 


41-43 Beaufort Gardens 
Knightsbridge 
London SW3 1PW 








Fax 514/879-1015 


Andorra- the true tax haven in the sog 


les EINT, and rental service 


]wtrH ALL THE COMFORTS 









BUY DIRECT FROM BUILDERS 


BUSINESS CENTRE 
Pall Mail, London SW1 


Luxury ad offices on 
flexible lets. 
Cali 071-976 1144 
| Fax: d -976 en 








IOF YOUR OWN HOME 
Apartments to sui all ets. 
| Studios to penthouses, Central ondon, | 
close to Harrods, theatres, & museums 
T.V, maid service, 24hr recep. Short / 
long lets. — Perfect for business or lesure 


SERVICED APARTMENTS 

| = 26/21, Collingham Gardens 

| London SWSOHN = TEL. 071-935 1144 
Fax: 071-373 9693 | Telex: 918595 












Sales « Operating Leases 


Management & Crewing 


| EXECUTIVE JET 
EARE HEATHROW | ' 


Tel: 081-759 7005. |. 


Tetex: 8952145 

























ECONOMIST | 
For information about | 
classified advertising A 


contact o 


Nicola Rowlinson 










25 St James's Street ~ 
London SWIA IEG — 
Telephone: 071-839 7000 
Fax: 071-839 4104 —— 
Telex: 24344 ECON G 
ox 
Nicki Barth 
The Economist Newspaper itd ae 
10 Rockefeller Plaza. : 
New York, NY 10020 
Telephone: 212 541 5230 
Fax: (212) 541 9378 
Telex: 148393 













‘BUSI INESS DATA SOURCE. You need 
THE CRUSADER SUITE | - 


| « Tet: USA B13-264-6161. 


fiction, poetry. 





The Economist Newspaper Ltd | 


: 3 Obtain us immigrati on through purchase of — 
| | secured and well-rewarding real estate or 
zl aperin 

4 LICENSED US ATTORNEY/PhD ECONOMIST. 
i Contact Edward P. Gal lagher, Attorne 


Hwe find.it. Quick and pexpeneiye: 





CHARTERED ACCOUNTANT wishes 
to buy practice or partnership. Tel: 071- 
286 7000. Fax: 071-437 0103. 





2ND PASSPORT/ DR. LICENCES. 
Special reports. Any. country. INI, 26 
Kleomenu Athens 10675 Grosera: Fax 
KON : 





THE GLOBAL POHTFOLIO. The news- 
letter of International Investing. Free 
issue. Mercer, BO Fifth Avenue, NY, NY 
10011. 





BEST DEALS in first/club class fares 
worldwide via Amsterdam. Contact 
Scenic Travel Ltd. Telephone 081 808 
2943/081 801 7471. Fax: O81 808 
1554. IATA/ABTA. 





OVERSEAS POSITIONS. Hundre 


. top-paying positions. All occupations. 


Free details. Overseas Employment 
Services, Dept EC, PO Box 460, Town 
of Mt Royal. Quebec, Canada H3P 
3C7. — | 





ALL THE EDWARDIAN SPLENDOUR 
of a fully restored 1108 classic motor 
yacht available for charter in the Medi- 
terranean. 12 guests + five crew. Tel: 
(UK) 0473 254630 for brochure. or 
write Box No 3700, The Economist 
Newspaper Ltd, 25 St James s Street, 
London SW1A 1HG. 












AUTHORS WANTED 
BY NY PUBLISHER 


Leading subsidy DOOK publisher seeks 
manuscripts. of ail types, fiction, nor- 
juvenile, scholarly and 
religious works, etc. New authors wel- 
comed. Sead for free booklet 


$92, oic Press, 516 W, 34th 
Stréet, Ne ork NY 10001 USA 





LUXURY SERVICE APARTMENTS 
CENTRAL LONDON 


Nell sited for theatres, business and fate ought 
shopping. Individually furnished studio and 


one bedroom apartments for rental from £220 
io £530 per week, Minimum stay one month. 


Letting (Mfiee, Nell Gwynn House, 
Sine Avenue, London SW3 JAX 
Yet 071-584 8317 
o Feier: 916358 NGHLDNG 
Fast G7T)-MI3 7133 














AS IMMIGRATION 


| of American branch companies, 
| etc, ALL MATTERS HANDLED: BY A 







ale: 
Law, PO Box 70302, Washington, DC 20088 . | 
Eon Tel: m 299- 7269. ax: E ) 983. 
























3 QUTPUT. DEMAND AND JOBS Britain's retail sales went up by 1.1% in May, and by the same 
amount in the 12 months to May; West German retail sales rose 496 in the 12 months to April. Last 
month Spain's jobless rate fell to 15.5% (down from 17.7% in May 1989), but is still much the 
highest rate in our table. Australia's unemployment rate in May was 6.396 (the same as a year 
before) and Canada’s was 7.6% (against 7.7% in May 1989). Italy’s industrial production rose 
2. T% in the year to March; Belgium’s went up 3.6% in the year to January. 














| * change at annual rate 
m industrial production GNP/GDP retail sales [volume] unemployment % rate 
3 mthst 1 year 3mthst $1 year 3 mthst 1 year , _ atest year ago 
— 57 +27 m +74 +500 +09 +370 63 my 63 
+32 + 36 m na na +95 + 40 mt 80 a 85 
— 42  - 11 w +20 +2406 +17 —47 oe 76 my — 77 
O 12. EIS ww +28  *29m -—44 +11 c 9.3 se — 100 
W.Germany - 46 +26 wm +141 +440 $102 + 40 Aw 7.3 wy — 79 — 
Holland -279 — — 03 w +91 +39% 102 B1 me 52 57 
tay = 61 +27 w +18 + 2B On +78 —-— 74 i" 10.9 me 108 — 
Japan + 38 +02 mwm +30 4470 491 +87 Fe 21 — 23 
. Spain 4 99 +46 we ma na HA AI aw 155 wy — 177 — 
Sweden +31  — 24 me ma +07 mw -113 ~ 29 m A211 w' 1.5 
Switzerland -191 +09 m +19 +290 4122 + 06 wi 06 m* 06 
UK 15929. - FNS wo FAT 15 t21 tidi my 56 ae — 65 —— 
E +26 +01 w +21 +220 — 10 +05 a 53 my 52 
index index deed by HHSC 


-m — 9 ——————————— 

— PRICES AND WAGES West Germany's consumer prices rose by 2.396-in the year to May, and its 

| wages by 5.4% in the year to April, for a real pay increase of 3.096. Britain's wholesale-price 
inflation quickened to 6.2% in May—the fastest since January 1985. Spain's wholesale-price 
inflation slowed to 2.296 in April; its consumer-price inflation was 6.896 in May, down from 7.096 in 
April. Swiss consumer prices jumped 5.196 in the year to May. 


% change at annual rate 
consumer prices" | wholesale prices* wages/earningst 
3 mthst 1 year 3 mthst 1 year 3 mthst 1year — 

Australia +70 4865. +48 639m 491 +62 na" 
Belgium + 34 + 3.4 Way — 54 + 09 Fe +19.5 +55 q* 

|. Canada : * 55 + 50 a + 26 t 01 ap + 54 + 54 Mar 

| France + 32 32 — 40 + 12 06 + 46 + 4.4 Sant 
W. Germany + 29 + 23 we +07 +14 ap + 85 + 54 Aw 

_ Holland | 28 + 2.1 aw | = 1.8 ~ 0,5 Mar + 51 + 27 Ap 
italy. + 59. +57 may +58 + 53 ma + 65 + 6.9 dec* 

|, Japan + 39 + 2.5 Ww + 3.5 + 27 Am ~ 57 + 40 Ap 

| Spain "NDS. 5R + 68 may + 2.0 + 22 A ud + 53 de 

| Sweden +19.4 +10.1 ap + 53 + 35 ax + 7.1 £114 Age? 
Switzerland + 42 + 5.1 Mey + 3.0 343534 +187 + 36 a't 
UK u 116 + 9.4 ap + 8.1 + 62 wa +11.7 + 9,5 wa 
USA + 67 + 4.7 Aw +46 4 3.2 w + 40 + 4.1 May 


ly wage rates in manufacturing except Australia, weekly earnings; Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA, hourly 
gs; UK, monthly earnings for all employees.t 1989 


, B DOLEDRUMS High unemployment in the 
| 1970s and 1980s encouraged governments 
io spend more on labour-market mea- 
sures—but often not the right ones. The 
. governments of the countries in the chart 
.now all endorse "active employment mea- 
sures” such as training, but still spend much 
| more on unemployment pay. The main ex- 
| ception, Sweden, suggests that training 
_ Schemes can sometimes pay for themselves 
| by saving on unemployment benefits. Japan 
| and the United States may not be as 
| neglectful as they look: much of their training 
is done privately. Differences in benefit 
spending, adjusted for rates of unemploy- 
ment, perhaps reflect national character. 
| The Danes appear keen to make their 
. unemployed comfortable, whereas the 
` Americans like to isis Jai 


ECONOMIC AND FINANCIAL INDICATORS 


Third higher than this season's crop, and 


| 1985-100 MEE *changeon — 
Jun — Juní2] — om — tne 
Dollar index ; | ZEE 
 Allitems — 1290 ^ 1283  — 14 — 52 
Food | 1014 ^ 1015  —27 — 67 
industrials - ^ 
Al 1565 . 1550 — 
 Najit — 1404 1407  — 
Metals . 1679 . 1651 — 
Sterling index 
All items _ " 982 966  — 
Food 77.1 764 — 4. 
industrials | | 
AN 119.1 167 — 21 ~147 
Níajf 1069 1059 -— 25  — 62 
Metals — : 1278 —— 1243 -— 19  —191 
Al items . — 1000 &— 994 ^ ni Suso. 
. Food |. 78.5 786 — 13  -128 
industrials . | / 
OAM 1213 1201 + 07. —104 | 
 Nfait  — 1088 .— 1090 +03 — 15 f 
_Metais — — 130.1 1279 +09 —150 
$ per oz 358.50 335600 -— 32 ~ 08 -. 
Sperbarrel — — 1563 01583 -—117 — 41 





























































COMMODITY PRICE INDEX 
The United States, the sec- 
ond-biggest cotton producer 
after China, is heading for a crop of 16m 
bales (of 480 ibs) in the 1990-91 season, 
which starts in August. This will be nearly a. 





America's largest cotton crop for 37 years.. 
As a result world output in 1990-91 is likely 
to match consumption for the first time in- 
five years, This season, though, consumption 
will be a record 86m bales and output only. 
80m bales. End-season stocks will fall to 
27m bales, for one of the lowest stocks-to-- 
usage ratios on record. Unsurprisingly 
prices are currently high, pushing 90 cents.a- 
ib, 30% up on a year ago. They should sta 
there until the new American crop arrives. 








t Provisional - $+ Non-food agriculturals 

































m OFFICIAL RESERVES Governments use 
their reserves of foreign currencies, gold and | 
special drawing rights to pay for imports, 






WORLD BOURSES Frankfurt fell 3. 596, partly because of worries: over German SRS union. 
London recovered on hopes of an early entry into the ERM but still fell 0.4% over the week. Tokyo 
lost 1.896. Hongkong and Milan reached new 1990 highs. The world index fell 1.396. 








service their debts and (occasionally) steer | Stock price indices | % Change on 
their exchange rates. The chart shows. the Jun 12 NER . EN m «en record 31/12/89 
composition of world foreign-exchange re- | high ow wpe year MY S od tal 
Serves at the end of 1989. Though the dollar must ala ^ 15015 17137 14348 -— 1B  - 26  -949.  — 88 . -1 08 
remains the preferred currency, its share fell Belgium 63205 65984 ^ 85682 ^ -— 04 4 26  —71 -24 ni 
for the fourth year running, and has reached | canada 36077 40095 33342 4 03 — 47 -123  -— 94 -102 
an all-time low of 61%. The D-mark now | France 5406 5646 4829 - 30 4 116  —40  -24  - 08 
accounts for 21% of all reserves, up from | WGermany — 22202 ^ 24140 ^ 215815 ^ — 38 — * 951  -— 80 t14 tia- 
15% in 1987. This partly reflects short-term | Holland — — 1980 ^ 2063 ^ 1842 ^ = 10 — * 26 759 — —24 —-— 20 — 
purchases of the D-mark by America and the | Hongkong = 32030 ^ 32030 &— 27302 ^  * 14 &—— t 360 &— -189 à  *129 à 132 
EMS countries, and selling of dollars by Fn à —: MNA ud : ———— € ET 
Japan arid Germanv. But over the apan ^ Selera 2294189 LESE ee 
tem governments are diversi away | Singapore — 1908. 18.1. WB — — 08 — 3 208 — 41 tao tes 
p Mee d v CC? | South Africa — 29940 3211.0 2794.0 t 04 +190 ~ 68 + 73 ~ 52t 
|. from the dollar. In the mid-1970s dollar Span 2663. 3029 2482 — 06  - 94  -130  - 35  -* 06 
 feserves accounted for almost 80% of the | Sweden — ^ 12753 1319 112372 — 10 X à 63  -—71 211 424 
total. Global reserves have risen by $41 Switzerland ^^ 8168. 8251 7376 ates . 430. b . E14 FIBA 
billion in the past year. — UK ^ 23707 24637 721004 -04 ^17 5-38 =22 =74 
AC 20334 ^ 29352 25432 +03 + O92  —01. ue 





MONEY AND INTEREST RATES Long-term government bond yields m up in x Japan, America, 
West Germany and Britain. The 12-month growth of broad money was 10.2% in Canada in May 
(down from 11% in April), and 14.3% in Holland in March (up from 14% in February). 





_Money supplyt —— Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 
| 'h rise on year ago Money market Commercial banks Bond yields : Eurocurrenty - 
Narrow Broad Overnight 3months Prime Deposits Gov't Corporate Deposits Bonds 
[M1] T. lending 3months — long-term. 3 months 
Australia — 0.1 +193 wa 1490 15.00 1875 1500 1345 1465 1450 1460 
Belgium +55 +940 975 965 1325 945 9.98 10.01 981 999 
Canàda — 3.0 — +10.2 my 1388 1370 1475 1370 10.68 1132 11.31 1246 - 
France. +86 + 7! re 950 981 1050 1006 981 980 994 90! 
W. Germany + 42 +40 780 825 1050 751 890 890  .819 6.89 
Holland + 35 +143 w 620 837 1025 837 906 954 831: 9.23 
italy +96 +99 w 1163 1175 1325 ma 1133 1210 11.38 1168 - 
Japan +04 +132 4 716 686 ) 713 363 708 6.98 731 679 
Spain 3219 +87 a 1485 1498 1625 725 1283 1351 ^ 1450. 1386 - 
Sweden ^ ina. * 92 w 1195 1285 1400 1260 1337 1438 1225. 1339 
Switzerland — 8.1 + 31 vx 900 894 11139 825 626 687 894 686 
UK - 89 175 a 12319 1488 1600 1488 1142 1286 1491 1250 
USA +32 +26 819 807 1000 770 844 933 831 904 
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Other key rates in London 3-mth Treasury Bills 14.4%, 7-day interbank 14.5%, clearing banks’ 7-day notice 4. 0%, Euro ` 
rates (Libor): 3 mihs 8,426, 6 mths 8.4%. 


BONNER EE 


Hie except UK MO; M3 except Belgium, Holland, Italy and Sweden M2, Japan M2 plus CDs, Spain M3-+other liquid assets, UK M4. Definitions of interest rates yuvma 
| available on request. Sources: Banco Bilbao Vizcaya, Chase Manhattan, Banque de Commerce (Belgium), Credit Lyonnais, Credit Lyonnais Bank Nederland, Svenska 
d iaaea = Banking Corp, CSFB, The WEFA Group. These rates cannot be construed as offers by these banks. 


TRADE, EXCHANGE RATES AND. RESERVES America’ S cürrent-account deficit narrowed to $105. 9 billion in the year to the first quarter, from a 
revised $110.0 billion for 1989. West Germany's 12-month trade surplus was $73.1 billion in the year to April, down slightly from $73.8 billion in the 
year to March. In Ebo dite ic terms. the dollar and the D-mark were virtually unchanged, sterling gained 1.2%, and. the yen lost 1.3%. 


Wade balance? - “current.  trade-weightedt} currency units per $ currency units . “foreign reservestt 
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The determination to excel, to achieve, to be the best. That's the spirit of Korea. That too, is the spirit of 
é ii Air. We have one of the most modern fleets in the world. And when you're on board, you'll enjoy 


r untiring commitment to making your trip the best you've ever had. Next time you're flying to Korea 
call your travel agent or Korean Air. Experience the dedication to excellence that could only be Korean. 


FLY THE SPIRIT OF KOREA TO KOREA. 











REAN AIR 


THE SPIRIT OF KOREA IS IN THE AIR 
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Victory is measured in seconds. That's why, 
every year, more winners are relying on 
high tech materials from Amoco Chemicals. 

Chosen for its high compression strength, 
corrosion resistance and natural lubricity, 
lightweight Torlon* plastic is being used exten- 
sively for roller and ball bearings on almost 
everything that turns on this boat, including 
underwater rudder bearings. 

Sailor's shoes are also being made with 
Amoco Chemicals' Condesa" Collection of 
10096 polypropylene fabrics. The strong, 
lightweight material is uniquely adept at trans- 
mitting moisture. 

Even Kevlar* sail material takes advantage 
of Amoco* isophthalic acid (IPA). 

Amoco Chemicals supplies IPA directly and 
through licensees and joint ventures. Other 
Amoco materials used in the boating industry 
include purified terephthalic acid for producing 
polyester, trimellitic anhydride for vinyl plasti- 
cizers, and polypropylene fabrics. 

Victory takes hard work and dedication. 
These same qualities keep Amoco at the fore- 
front of the chemical industry. 

For more information on Amoco’s activities 
in Asia, write Amoco Chemicals Far East Limited, 
16th Floor, Great Eagle Centre, 23 Harbour Road, 
Hong Kong; Telephone: 8328899, 

Telex: 75657 AMOCO HX; Fax: 8381810. 


Amoco Chemicals 


"Kevlar is a registered tracemark of DuPont Company. 
1990 Amoco Chemical Company 





For those who will not 
settle for second best, there is 
only one name. The name that 


connoisseurs and collectors 
have come to know and admire 
asthe ultimate in watchmaking. 

For Audemars Piguet have 
been creating the finest 
mechanical timepieces since 
1875. 

Today, these masterpieces 


remain unchallenged. And so 


it will be in the years to come. 





The classical automatic wristwatch, the Perpetual Calendar anà 
the Dual Time indicating two separate time zones with one automatic movement 


AF ' 
Audemars Piguet 


Sole Agents and Service Centre: BANGKOK: Trio Import Co., Tel. 253.03.60. HONG-KONG: Desco (HK) Ltd., Tel. 3-691221. 
JAKARTA: Pantja Niaga, Tel. 346071. KUALA LUMPUR: Silvaroyal (Pte) Ltd., Tel. 232-1573. SEOUL: Sungsan Trading Co., 
Tel. 777-3841-3. SINGAPORE: Silvaroyal (Pte) Ltd., Tel. 337.93.62. TAIPEI: Audemars Piguet Showroom, Tel. 701.96.39. 
TOKYO: Desco (Japan) Ltd., Tel. 562.12.71. SYDNEY : Desco (Australia) Pty, Tel. 264-7822. 


SINGH'S SONG id 
CALIFORNIA'S PROPERTY BLUES =e 
THE BEST EUROPEANS nid 
ES WHY BRITAIN'S BOOM BUST sse 


GOODBYE TO THE NATION-STATE? 
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l'as All The Best Airlines ' 
We Check Our Passengers On Board. 





an By One 


n just one step in the electronic tracking of your international 
express shipment, when you send it LIPS 
Recognizing that your delivery is as vital to our business as it is to yours 
A point of view which happens to have made us the worlds largest package delivery company 
And, often, the most economical 
The UPS international network now offers express delivery of parcels and 
documents to over 180 countries and territories worldwide 
But we never forget how we will maintain your trust. One delivery at a time 
By our people taking personal responsibility 


On the ground. In the air Every step of the way 


=o 
Ups 


R 


United Parcel Service 


As sure as taking it there yourself 


For further information call Australia: LIPS/Rohlig Express * Tel. 2/6630774 or 008/252485 Brunei: LIPS/layapuri (B) Sdn. Bhd * Tel 2/42401 or 43689 China, Peoples Republic of: UPS 
Sinotrans * Tel Beijing 482278, Guangzhou 20/861171, Shanghai 213213862 Hong Kong: UPS * Tel 7353535 India: UPS/Elbee * Tel. 22/6124449 Indonesia: LIPS/PT Global * Tel. 21 
3803267 Japan: UPS/Yamato Express Service Co * Tel 0473/276121 Korea: UPS/Korea Airtreight Ltd * Tel 2/6934419 Macau: UPS Tel 7353535 Malaysia: UPS* Tel 3/2552566 New 
Zealand: UPS/Fli-Way Transport Ltd * Tel 9/2754009 Papua New Guinea: RLC Air Cargo * Tel. 251511 Philippines: Delbros Inc * Tel. 2/8321565 to 69 Singapore: LIPS * Tel 5425151 
Taiwan: UPS * Tel 2/5975998 Thailand: UPS * Tel 2/5114881 or 5112190 or 5111679 or 5114351 & Trademark and service mark of United Parcel Service of America, Inc, of USA 
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y us 
tort competition, but to make an. 
ndustry more accountable’ to 
he public where there could 
never,  practicably, have been 
mpetition in the first place. 


"s s plans to privatise ihe 


: ie mo argue that ree mark id 


You would appear not to accept 


Hosni Mubarak prophesying a 


? bellicose Saddam Hussein prom- 
ising to “destroy half of Israel", 


a r giddo"( Ma 
^to negotiate with Palestinians for 


is is s demoristrased by the ab- | 


Dion ofa masi in which i 


pue Me Raid neces 
sary, sums up the argument. — 


new Middle East war and the . 


your leader, “The road to. Me- : 


y 26th), enjoins Israel 


‘the creation of something re 


sembling a state of their own.' 





" veniently—imprecise. 


‘Tf it, is only ' ‘something of a 
state", will it also enjoy “some- 


thing” of a sovereign right to re- 


ceive chemical weapons from 
Iraq, or rockets from Libya or 
Syria that it can lob just over the 
border at Tel Aviv? And will 


that "something" have East Je 


rusalem as its capital? 

Perhaps we can look forward 
to an article extolling ' 'some- 
thing of a UN force" to guarantee 


t Israel's security after a notori- 


ously unstable area has been di- 


vided yet again to create another _ 
unstable, expansionist, bellicose 
teer — little statelet with its eyes—and 





weapons—trained on Haifa and 
oad subsidies dimor Europe pean . the rei of Tel Aviv. 
: London 


ALLAN SEGAL 





y y: Sm— To all those who felt nause- 
ppro- ated by Israel's handling of the 
 "Intifada, 


international  con- 
demnation in Geneva and Arab 
outcries in Baghdad may seem 


-that government is ever quite normal after the Rishon Le 
: necessary. NET Zion massacre. - 

- London R.L.F. CALDER To Jews it is Soins that, 
teen if we also dislike Israel's 
ae . brutal actions in the occupied ar- 
 Megiddo's pull. - eas, Israel cannot trust this hos- 
2 a. | . tile Arab world, where hate for 
-Sm—With the  pro-western the Zionists is the only real com- 


mon ground. War still seems to 
be on the agenda. 

I hope that Israel will find the 
courage to annex once and for 
all those parts ot the territories 


rep 


~ London 
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"UR (which bly héan: a good ps qum 
. deal of the West Bank) and ern 


back those parts which are not. 
Giving up the whole of the Gaza 
strip would be a good start. —— 
Le Beaucet, 


France 





Silent protest 


Sm—"Excitement surrounded 
[Gorbachev] ...in polite Min- 


nesota, where the ubiquitous 


demonstrators from the Baltic 
states clapped him even as they 
waved their flags" (June 9th). 
My thanks, as so often, to 
Economist, for the practical illu- 
mination it offers. Till now, I 
had thought of the “one-handed 
clap" as only a metaphor. 
JOHN FREEMAN 
pm————— ÉD 


Two--four--three 


Sir—Allow me to add PN 
comments to your article ‘on 
Germany and the “two-plus- 


four” talks.(May 5th). 


help Lithuania, the 
States has shown that it will go 
to great lengths to preserve the 


present government of the So- | 


viet Union. Indeed, American 
sympathy gives that government 
some reason to believe that it 
can survive its current troubles. 


But by the same refusal the 


United States has also dimin- 


ished the credibility of its own 
will to deter, if the Soviet Union. . 
should ever resume aggressive - 


policies in Europe. 


(2) The Soviet Union may have ` 


difficulty in paying its 380,000 
soldiers in Germany in hard D- 
marks after July Ist. But it can 
decrease the force to an afford- 
able level and still keep enough 
men there to prevent a united 


Germany from being a member 
"of NATO. 


(3) The basis of NATO is an alli- 
ance between the United States 


and West Germany. If Germany 
becomes neutral between the su- `- 
 perpowers, NATO will come to an 


end, even though a formula may 


likely to lead to a neutral Ec. 
Af these comments are sound, 


Mt Gorbachev should find ic - 
-easy-to draw the EC into pane. 


in December and d he rst week in January by The Economi 
to Times Printers Pe Lt. hasaan O Hed 
nis Nowepaper Lid. 2 dwang Pon R 


2261. $ 
toad, Sigepore 2261. Tek: 


HoROWITZ ALAIN | 


be found to disguise the fact. | fevitallsation will mean for trade and 
Economic integration of the Ec ‘investment in the region, setting out 
puts the member states under . | perform: 

pressure to adopt common poli- | states to 1993. 
-— cies in foreign relations and de- — | Price ina 


fence. So a neutral Germany is | ^5 






















































. Dublin’s gait laboratory 


Sir—It was with some dismay 
that I read your article on cere- 


bral palsy (May 26th). It gives 


the impression that Europe’s 
first gait laboratory is planned 


for Guy's Hospital in London. 


This is incorrect. | - 
We have been usinga sophis- 

ticated form of gait analysis de- 

veloped at Loughborough in 


The . England for the past 18 months. 
We have designed our lab spe- 


cifically to look at three-dimen- 
sional motion analysis in pa- 
tients with cerebral palsy. 1 am 
also aware of other laboratories 
in Britain and elsewhere in " 
rope performing similar analy 
Indeed, we consider our sys- 
tem to be more advanced than 
the system developed at Newing- 
ton Hospital in Connecticut, 


~ and being planned for Guy's. It 
^. is extremely user-friendly, is op- 
(1) By refusing to recognise or 

United. 


erated by one person and has the 
facility for an immediate assess- 


ment to. be carried out within 


seconds of the analysis being 


performed. 
Tim O'BRIEN’ 
Gait Laboratory 


i Dublin COH Remedial Clinic 





Pot, kettle and billabong 


Sis Really, a Béitish püblica- 
tion referring to the Australian 
economy as “dismal” (May 26th) 


must be the supreme example of 
the pot calling the kettle blac’ 
Melboume ^ = E.A. Vi 























Special Report No: 2018 — 


ANDEAN INTEGRATION 
A New Lease of Life? 


What are the implications for 

- business of the latest moves by 
Bolivia, Colombia, Ecuador, Peru and 
Venezuela to promote regional 
“economic integration in Latin 

| America? This Report examines in 

| detail what the Andean Pact's 













the EIU's own forecasts of economic 
ance by each of the five 


ing postage: £145 UK & Europe; 
th America; £150 Rest of World 








International Crops Research Institute 
for the Semi-Arid Tropics 
( — 





ICRISAT, with headquarters in Patancheru, Andhra Pradesh, | 
India, seeks an exceptional scientist, administrator and |. | 
manager to lead international staff — representing 31 - 
nationalities — as Director General, at. multi-faceted re- 


search institute with centres also located in Niger and 
Zimbabwe. Candidates must demonstrate: 


US "Exceptional. leadership Skills, vision and managerial 1 


ete m 





| pt ably in semi-arid tropics, and 
iperior qualifications as agricultural scientist and 
administrator of scientific research | 

* Proficiency in English and French 


Send curriculum vitae and names of three referees, | E 





by 1 September, to Mr Martin J. Tillman, 


ICRISAT Search Committee, c/o International Food 


Policy Research Institute, 1776 . Massachusetts 
Avenue, NW, Washington, DC 20036-1998 USA. 
Telephone (202) 862-5678. Fax: (202) 467-4439. 
Telex: : 440054. E-mail: 157: CG1701. 





| Education Project Monitor 


The Government of Sweden, the Government of the Neth- 
erlands and the World Bank, seek an experienced educa- 
tional professional to serve as the monitor/evaluator of their 
five year, cofinanced, General Education Project in Bangla- 
desh. The objectives of this project are to increase equitable 
access to primary education as well as increase its quality. - 


The Project Monitor will be responsible for analyzing data _ 
relative to project inputs, activities, and outcomes to pro- 
vide a formative evaluation of the project's progress toward. 
= | the achievement of its goals. and objectives. The Project 
|^ | Monitor will be resident in Dhaka, Bangladesh. The 


||] minimum posting will be for two and one-half years. 
T 


Candidates should have an advanced degree in education; | 
project management experience in developing countries | | 
(South Asia preferred); a demonstrated capacity to provide f 
formative evaluations of poet progress; and excellent in- 
.. terpersonal skills. | 


. Applicants please submit curriculum vitae and cover letter 
— | before September 1, 1990 to: The Search Committee, 

|]. Room D 9015, The World Bank, 1818 H Street, 
IN. W. Washington, 1 D.C. 20433. 





|. Based i in Wellington, the Capital City of Ne 


. Candidates therefore will need to be able to : 


management wil be welcome. Candidates will 


well as strong work disciplines and ethics d The 


. Another benefit will be the ability of the appoii 


] LL associated with this position. 
| | For further information in strict confidence, please : 








RISK MANAGEMENT - 
































E. Outstanding opportunity 
oe Ideal location 


Zealand and- the- Centre of Government and 
Financial activities, this opportunity represents 
rare professional challenge and the chance 
establish a superb lifestyle. 


An established treasury unit has created opportu- 
nities in Asset and Debt Risk Management unique 
by world standards. 


We are seeking a talented and experienced Man- 
ager to handle aspects of currency, interest rate, 
liquidity, credit and operations risks associated 
with a substantial portfolio of fixed income assets - 
and liabilities. | 


This particular position will focus on New Zealand | 
debt structures. However, as well as offering - 
immense status within the New Zealand financial. | 
markets it would also have strong interactions with _ 
the world markets at very senior levels. E 


demonstrate proven abilities in Risk Management | 
with respect to a wide range of currencies instru- 
ments ånd counterparties. Also, some experience 
in New Zealand structures will be keenly sought. 
Additionally, evidence of a sound understandi ing 
of economic factors as they impact upon portfolio - 


need high calibre management and his. The a : 


range of such a person will be flexible. 


Rewards 
An extremely competitive remuneration pac 
will be negotiated reflecting the status and sign 
cance of this appointment and the responsibilitic 
associated with the role. In addition, full reloca 
tion costs will be paid. 





tee to gain an immense amount of profession: 
knowledge in a unique position. Furthermore 
there will: be career development opportunities 


telephone Trevor Dunn at Morgan & Banks Ltd 
on 0064-4-734-073 (days), or 0064-4-339-759 (evi 
nings) or, if you prefer, send a brief résumé to 
Box 2186, Wellington, New Zealand. Fax: 
721- 17 1. 


| Londo 


respo nsibilities, we invest —— n end . xb 


es of ZA and nd eon tions sor demas 
lof achieving substantial and lasting | 


^de un il company: 
vh one or a wide Tita of manu 




















| London Based è -. 


Our c jente are one ofthe leading professional organisations in 
engineering inspection, particularly the setting and monitori ing 





of quality and safety standards in the Marine and Offshore 


fields. They employ a large and. highly quali fied’ staff of 





professional Surveyors worldwide and enjoy à high reputation | 


for the quality and integrity of their work: 1n recent years our 
clients have successfully developed a number of related business 
activities and this expansion is expected to continue, 


The present Chairman and Chief Executive is due to retire in 
1993. Asuccessoris sought, who will serve as Deputy Chairman 
fortwo years or so after the retirement ofthe posent puyi 

December 1990. — 


The successful candidate will oper to the aman ando wil M 
work closely with him in the development of policy, direction, 
control and administration of the Compa y. 
Chairman will be expected to take direct resp ; 
of the Company's activities during the n next two years. 











MANAGEMENT SELECTION - | 


UK BASE 





Manager to 


e ONDE its Lotin Amean rans Anew job has 

.— been created within the Head Office management 
team located in the Home Counties of. England, for a 
manager to develop the Company's expansion 
programme in Latin America: The.person appointed 





wil buid on an existing mainly nor-ife base but wil also 
the potential for life assurance. 





The. successful candidate wil idea ly have experience 
in transacting non-life business in Latin America and 

be fluent in Spanish or Portuguese. He will need both 
entrepreneurial and management skills and the ambition 
fo progress in a structure that will offer excellent 





Chief Executive Designate 


E Leadin 1g International | Professional Organisation 


‘eng! kie ing degree or d "WR feanen "tandidátes wif 


dutereited candidata should ae cuciosine a full cv and b 
Kate Donaghy, Whitehead Rice Ltd, 


| Tel: 0 071-637 8736. 


i The D Deputy. 3 
| sibility for many | 





- attractions of the job, fogethe 






SU bstantial Salar “y 








abi le to deinpnatrate. a. i. record, of Success at pu Md level a 




















daytime telephone number, quoting Ref 435 to 


43 Welbeck Street, London WIM 7PG. 
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nt is s substantia but the overall 
with the career prospects, 
make this an extremely attractive appointment. 
Please send full personal and career details in 
confidence to Robin Alcock, Coopers & Lybrand 
Deloitte Executive Resourcing Ltd, 76 Shoe Lane, 
London EC4A 3JB, quoting reference HS713 on both 
BINS and letter 
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"T 'HE next century promises to` be a flag 
— A maker's delight. Having grown rich on 40 | 
years of decolonisation and the creation of | 

scores of Bangladeshes, Belizes and Benins, 
. flag makers and cartographers can now look 
forward to a new redrawing of boundaries 
across the globe. This time the new shapes _ 
will appear at two levels: on high, in an acro- | 

vnic stratosphere where people's lives are — 

. not by national governments but by ree 
gional groupings of ECs, CSCEs, ACCs, NAFTAS | 
and the like; and down below, in a basement. 
world of Eritreas, Tamil Eelams and kenis 

To anyone who has grown used to the old nation-state, all 
this seems rather sad. Athens, Greece, the EC: is the upward 
evolution of democracy from city-state to nation-state to 
supra-national unit of government progress or decline? Ba- 
thos, certainly. And as for the opposite tendency—the down- 
ward drift in sense of identity from British Empire to Canada 





to. Quebec—however romantic the names and histories of = 


these would-be province-states, their outlooks promise to be 
more provincial than statesmanlike. 


So should the trend be resisted? Only up to a point: 


Countries are getting together now as never before for good 
reasons. World trade today is equivalent to nearly a fifth of 
gross world product, far more than in 1900. As economies 


become more interlinked, so their people prosper. Single 


markets bring doubled returns. Frontier posts and. border 
controls frustrate trade and restrict its benefits. ~ 

Similarly, many of today’s non-economic problems can 
best be tackled internationally, Unilateral action by, say, Swe- 
den to contain emissions of nasty gases that turn the world 
. into a hot-house or punch holes in the ozone layer will be of 
- little value; concerted action is required. Drugs, defence, : ter- 


rorism all demand intervention beyond the boundaries of any 


one country. More co-operation is essential. . 

. But not all issues rise naturally to such lofty heights. Left 
to Silenus some sink to local level, where government and 
governed can keep easily in touch, the better to sort out their 
. difficulties over education, transport, housing, health and 

even taxation. This is the case for “subsidiarity —taking de- 
cisions at the lowest appropriate level —that is promoted. by 
the European Commission in Brussels. 

It is a fine principle, which may help to keep the Puropai 
Community together. But would it do the same for Canada, 
say, or the Soviet Union, two federations on the verge of 
breaking up? Probably not at this stage, for Canada arid the 
~ Soviet Union, despite their many differences, have one thing 

i common: they are countries moulded by conguet not by 





jood bye to the o nation. 


their wish is to maintain their Frenchness, and to keep. 


o 


odd years, the Soviet Union i is not one sacar hee st 


Mikhail Sergeevich C Ga ) Sorbacher. 


his republics neither came deles voluntarily su S10! 


lies in the new fashion for democracy. At long last 









































dibus aridis isto aedes eG fioi d the 
turally-assertive Whig-turned-individualist citizens of the 
United States. For Quebeckers such worries are irre 








all English influences, British, American or Canadian. 

In this desire to assert their identity, Quebeckers are little 
different from Lithuanians, Latvians and Estonians, or in- 
deed any of the other peoples fighting to escape the Soviet 
Union's embrace. Despite the best efforts of communists o 








Make way for the misfits. ee tu 
Mr Gorbachev i is undead no o keener y i 


peel off 130 v years ago. ki is] Ne Car 


are they unu by a central idea that has any o 

appeal. As a result, the 

many self-respecting Li Lit 

republic’ Bo 4 s 
The new potency, TENES of the se secessionist s a: 


that governments should exist to serve the governed, 
versa, is gaining the upper hand. The logic of this idea is t 
people should not only choose the men and women wh 
temporarily rule them but also the units in which they will 
ruled. This is an unsettling thought for many more POM 
than Mr Gorbachev and Canada's Mr Brian Mulroney. 
A glance at the map shows why: Of all the co 
round the world, rather few are neatly filled by single nat 
Japan, yes, and France t too; thë Tg States has | ucc 

















































lions n cmo outside 
| ! itside China (or Taiwan), a 
illion Turks inside Bulgaria, millions of Irish in thé United 


ivia, contain a wonderfully diverse cocktail of nations. And 
me nations—the Basques, the Kurds, the Palestinians and 
ie Cree Indians (see page 35)—have nó country at all. 


onalism, perhaps better called tribalism, is an enduring phe- 
omenon, and one that looks more enduring than the map of 


ie countries on that map owe their shape to the collapse of 
Ottoman, Habsburg, French and British empires. Fuelled 
he fires of self-determination, and made economically self- 
nfident by the prospect of regional co-operation. det 

se countries look set to. break up again. _ 
lt will Is — to them all. ibe e ideology of ol 





for an agreement on economic aid to the Soviet Union. He 
and Mr Helmut Kohl, West Germany's chancellor, want next 


m tues. Political Peine economic ipid sim- 


t twe > years. | 
obe more precise, dus € will pale i. error and 
r taxpayers will pay for it. That mooted sum of $20 billion 
ot (as it would be in the Soviet Union) the governments' 
spend as their visions dictate. It is a huge expenditure that 
eeds to be justified to the people who will pay. , 


Mr Mitterrand's main. justification. is simple enough: 








ench president told Le. Monde that if Mr Gorbachev fails, 
he rise of nationalisms may cause the Soviet Union to im- 
ode, which will set off.a cycle of confrontation and violence 
th grave international repercussions.’ ’ He and many other 
er es of radical economic re- 


ingdom. Some countries, such as India, Nigeria and Yugo- 


None of this would matter. but for nationalism. But na- 


e world as it is d drawn in the late twentieth century. Most of 


urope an Community S summit on Hund 25th, Mr 
Francois: Mitterrand i is going to ask his fellow EC leaders , 


month’s Mounn summit t of the seven = western powers to 


sity to new friends in need—a rationale to suit ev-. - 
i iai is pric the western economies are quite i 


hail Gorbachev must be kept in power. On June 19th the 


in some places Quebec . 
may still separate from Canada. It is hatd to see Kashmir re- 
maining Indian forever. And it should be no surprise if in 50 









years the map of Africa looks quite different. — ' 


Often the bust-up will be bloody; it already is in India, Sri 
Lanka and the Soviet Union. The best way to manage it will 
vary from place to place, according to circumstances. But 
those who hope to keep the partners in, some form of associa- 


. ‘tion after the divorce will probably have to follow one of two 
_ possible models. The first is America’s federal system, the first 


constitution written from scratch, tested over two centuries 
and still performing pretty well. Its salient features are a divi- 
sion of sovereignty between the states and the central govern- 
ment, a bill'of rights that takes supremacy over state law, free- 


dom of trade and of movement of citizens, and a supreme 
. court to settle disputes. 


The alternative is a much bu arrangement in which 


| à ` sovereignty resides with the states and co-operation is limited 








: like foreign policy, deferice and some aspects of trade. 
right be called the Commonwealth model. It is almc -- 
he best bet for the Soviet Union, as Mr Gorbach: 


J E dni promoting a Union of Sovereign Soviet States, seems to 
realise. Whichever way he jumps, the world seems sure to get 
more e countries, more acronyms, and more happy flag makers. 


would ease his difficulties, pay for needed investments and 


appease the man in the queue with ar ieee western goodies. 


ceca rope Soviet Union is an oil exporter pur the world's 
second-biggest producer of gold. Instead, consider the desper- 
ate living conditions of its citizens. . 

All of which is plausible until you consider die premises— 
that aid would promote economic recovery, and that Mr G 


 bachev is indispensable. 


| Heal thyself 


Over the past few decades the rich industrial countries have 
gained a lot of experience in handing out aid to developing 


countries. Aid has failed to spur economic growth except 


where governments pursued pro-market, growth-promoting 
‘policies. Many of the countries that were less fortunate, where 


aid therefore failed, were paragons of free enterprise by Soviet 
standards. Unlike Poland or Hungary, the Soviet Union has 
hardly budged on economics. Its rigid, non-market system of 
pricing and allocation is substantially unchanged; its:steps to- 


wards private ownership have been tiny; the threat of infla- 


tion, ultimately caused by these, 1 microeconomic defects, 
looms. ever larger. . | 

. The Soviet Union's NITE is not x that i it Bas the shiny 
new plant and equipment that aid might buy, but that its eco- 


‘nomic system is utterly incapable of putting such.equipment 


to. efficient use. Once that changes, there wal be no: shortage 












U ntili it t does, throwing aid. at gri economy valle not merely fail 
. to cure its woes, but could easily make them worse. 

Bribing citizens with chocolate and videos to accept re- 
ee is more likely to stock the privilegentsia's shelves than to 
win Mr Gorbachev new friends. In industry the single most 
. useful. reform is to impose financial discipline on enter- 
| prises—ie, to close the channels through which producers 
aw an ingenious variety of subsidies and soft credits. A care- 











































A Popa system of labour relations will work best if built Pos below, 


not imposed from above - 


d A fit of ridsummer fad nese: the EEN EN 


A sion has taken the first steps towards translating large 
chunks of the Community's social charter into law. Formally 
j adopted by 11 of the 12 EC governments last December—no 
prizes for guessing who was the odd woman out—the charter 
is'a non-binding declaration of principle that outlines basic 
rights for workers. National laws and domestic deals between 


unions and employers are supposed to enshrine those rights. 
However, egged on by zealous interventionists, the commis- 


sion has unveiled the first three of:20 or so possible directives 
to set such rights in European law. The howls of protest from 
London are amply justified. 

If the commission's early proposals Become law, they will 


make employers in Europe grant part-time and temporary 


workers the same rights and. benefits. on a'pro-rata basis as 


full-time ones. These measures will be followed by draft 


directives on everything. from night work to the safety of preg- 
nant women in the workplace. Add them up and you get a 
. comprehensive system of pan-European industrial relations, 
courtesy of Brussels. To sidestep British and German objec- 

s, the commission is trying to push: the measures through 


py majority vote in the European Council, claiming this is 


reasonable because fair competition is at stake. | 
Supporters cite the threat of so-called "social dimong” 





A fter 1992, they say, when there is a single market for capital: 


| but still a dozen separate labour markets, investment will go 
to those (mainly Southern European) nations where pay and 
working conditions are poor. Countries like West Germany 
and France with relatively high standards of worker protec- 
tion will then be forced to lower them to woo companies 
_ back. The commission fears that this will pull standards down 
to the lowest common denominator—presumably repre- 
sented by Portugal or Greece. 

The good intentions are misguided. Cheap labour is not 
the only source of competitive advantage for European firms. 
. A fine infrastructure, trained workers, a bunch of top-notch 
suppliers—all these things matter more, and most of them are 
. not mobile. They tend to be combined in countries which 
-also have a high level of social protection for workers, and 
hey offset the costs of this protection. Countries that have 









dollars har, were > lent to Lat 


taining power. "But the mere is m 


| nflux of foreign money can be used to avoid that neces-- 
«sar crunch. Thati is precise what h App ened to the billions of | 


EF uro rope's SO cial in&ecurit | ty | 


| Let nations compete | 


mainly national and so susceptible to $n rule. S 


_ Allianz insurance. group, have signed consultation ag 













prises in the 1970s. 


Western leaders. $20 bili to ask the 







not yet achieved Sick toghigication must compte. with 
cheapness of their labour until they.do. Preventing them frc 
doing so would be to kill them with kindness. ie 

If the economic rationale for its social crusade is faulty 
why i is the commission forging ahead regardless? One answ 
is its old meddling instinct; Another is political. Socialists 
the European Parliament have been struggling to find soi 
antidote to the rigours of the competitive free-for-all tl 
1992 promises. The social charter is the standard behi 
which they have rallied. Worried that the parliamentaria 
will try to disrupt the interrial-market programme if it di 
not placate them, the commission is is dishing up social law. 





By seeking detailed EC. law on UNA issues, , Mrs Vasso 
Papandreou, the Greek commissioner for social affairs, is 
verting the — of at ube eo —that national or ever 


say, j, competition ed Temas t 
products is no longer. national. | 


rules may prove more effective than. others; but itis in 
commission’s job to dictate which one should win, any 
than to protect b brochette from the menace e souvlaki 

The right way for ‘pan-European la lalx 
is for unions and employers to develop heus own cro o 
links in bargaining with each other. The outlines of : 
structures are already emerging, where they are appropr 
Firms like France's BSN and Saint Gobain, and Germa 





ments with unions across Europe. In local negotiations 
alworkers' unions are justifying demands for a shorter woi 
ing week by citing developments i in other EC countries 
year the commission's president, Mr Jacques Delors, stress 
that industrial relations “. . . must not be dominated by le 
lation imposed from above, but fuelled by the dynamic oft 
social dialogue [between unions and employers].” Quite: 











w to reduce Britain 


"HE figure of £600m that the British government now 
A says it hopes to cut out of this year's defence budget is 
uch bigger than most people had’ expected. The defence 
inistry's first slice, cancelling 33 Tornado aircraft, was logi- 


al—and will save barely 
ear. What next? 

For defence ministers, the difficulty comes from trying to 
o two things at once. They want to stay within their budget 


g of Britain’s forces. The goal of this second exercise 
ist be to create a smaller force-structure that will fit into a 
W NATO strategy based on the results of the treaty to cut 
nventional forces in Europe (cre); at the same time the 
w-look forces must be able to. support Britain's interests 
|! the NATO area. These are still considerable, but the 
hape of future challenges to them can. only be guessed at. 
tand up all those who predicted the Falklands war. — 
.. Finding solutions to each of these requirements at once is 
rd. But it is not impossible, providing ministers stick to two 
ic sic principles: mobilisation and fexipility: 








w 


tting them therei ina Ki. 


Given the diminished threat from the Soviet Union,’ some of 
the British forces now serving in Germany will be brought 
home. Quite how many and when will depend on the details 
of any CFE agreement, but the withdrawal will probably in- 
lude at least one armoured regiment and some supporting 
units, plus a couple of aircraft squadrons. It would make no 
ense to redeploy all these people in the Welsh mountains or 
n Salisbury plain. Once withdrawn from Germany, most of 
hem can be cut. The same applies to several other units, from 
ll services, based in Britain. - 

“With one proviso: that the TT = edid be placed 
i quickly if if the needa arises. . Although that is is not as sd as 





behind rig many: bebe fre c ene ns street Vend 
s last. n nar he i old cor munists from. power are al- 






in's T budget without ruining its defences 


al (see page 51). It was also relatively easy and uncontrover- . 
10% of the total cuts intended this : 


year; but the bigger task is to start the long-term restruc- - 





































torial on da gives agi vile fot money, but it is far 
too small. Expanding it, and other reserve forces, could be the 
biggest challenge ministers face. One possibility is to provide 
new incentives for young people to enlist, undergo basic 


training for three or four months and then enter the reserve 
_ for several years. That would save money, and be in tune with 


the times: at ease, büt not asleep. 

On the equipment side, harsh decisions are unavoidable if 
big savings are to be made. The best bet would be to copy the 
logic of withdrawing troops from the Rhine front and scrap 
some of the weaponry designed for them. Obvious candidates 
are the Trigat missile and the As-90 artillery piece. The d=- 
fence ministry could also buy more from America and ot 
allies—or threaten to do so, to put the cost squeeze on British 
contractors. The best insurance policy for mobilising equip- 
ment in a hurry isto have a wide range of suppliers, kept on 
their toes by the occasional order from even a | shrunken pro- 
curement budget. | 

The other criterion for any idees review hou be the 
need’ to preserve flexibility, because the world, though 
calmer, is not (and never will be) predictable. So long as Brit- 
ain's forces were big enough to meet the four-decade threat 
from the Warsaw pact, a lot of flexibility was built-in. With 


sharply reduced numbers of men and equipment, this will not 


be the case, so ministers must look for those forces that have 
some inherent flexibility of their own. Air forces and airmo- 
bile army units are more flexible than heavy armour. The 
navy, with its amphibious capability, is arguably the most flex- 
ible of all. However, it is now heavily geared towards counter- 
ing Soviet submarines; a smaller one should be less so. 

The other area crying out for cuts is the one least likely to 
be mentioned in a defence-ministry review: the staffing of the 
ministry itself. There are 465,000 people employed by 
Ministry of Defence, and 142,000 of them are civilians. '1 ne 
Treasury (1,500 staff) should have e thie Whitehall v warriors in 
its incl 










cosh and kick anti-government demonstrators: and smash up 
the offices of the opposition. Bulgaria’s new government 
looks like being made up mostly of communist retreads. Even 
in Poland, where the Solidarity spirit once shone brightly, 
Poles take a dim view of the public: squabbling between Mr 
Lech Walesa and his former allies over who should be run- 
ning the place. Yet with one exceptio st Europeans are 



















































probably doing less badly than it thi AU 
The exception is. Romania. ‘Te makes litele diferente dar 
ie thugs there were doing the dirty work of a government 
with a thumping majority, rather than of a dictator with a 
screw loose. Unlike Poland, with its Solidarity, or Czechoslo- 
vakia, with Civic Forum, Romania has been unable to forge a 
broad-based citizens’ movement from outside the old Com- 
munist party. Ceausescu's repression in Romania systemati- 
cally splintered society, setting village against city, worker 
against student, communist against communist and informer 
against informer. Too many old scores remain to be settled. 

The bad news for Romanians is that, for all the blood 
; shed. on their streets, they have yet to shake free from their 















= tyrannical past. Elsewhere in Eastern Europe, the good news- 


is that, though democracy is still in difficulties, at least the 
building of it has begun. Next must come the framework ofa 
properly democratic society. That means setting free the 
presses; retraini ng officials to serve elected governments, not 















he courts impartial and the judges independent; 
new laws that will enshrine the individual’s right to do 


2 ing his own labour to market. 

Luckily, in most countries the recent elections have 
thrown up governments with clear ‘majorities and a firm com- 
. mitment to radical change. Happily, most of the election win- 
ners have struck up grand coalitions (Poland last year, East 
Germany, Czechoslovakia, possibly Bulgaria) or else struck 
political deals (Hungary) with some of the election losers. The 
idea is to gather the broadest possible support behind the 
constitutions now being drafted, so that everyone will play by 
the new rules. And it helps, as economies are wrenched from 
the familiar dictatorship of the plan to the disconcerting free- 
for-all.of the market, to. share c out the pounga een 
for the pain to.come. 


All at sea 


Basi principles about boat people 


DU NIO the confusion and misery (die surround the Viet- 
CK namese boat people a new element has been introduced: 
- blackmail. Britain, as the colonial power in Hongkong, and 
six ASEAN nations, on whose shores most boat people first 
make land, have issued a threat: unless the United States 
. changes its line, they will stop giving even temporary refuge to 
: the refugees. Ámerica's policy has indeed been wrong. But 
--that.does not justify a new policy of pushing boats out to sea. 
-` ktis time to restate some principles that should guide govern- 
5a ments in their treatment of these unfortunates. | 


— First, boat people should be treated neither better nor 


— worse than refugees fleeing similarly nasty countries. That 


means trying to distinguish between those who have a well- - 
> founded fear of persecution back home and those who are 


- merely seeking a better life in a freer country. The distinction 
s not t always easy to draw: most people up-sticks for a mixture 





“nists, by contrast; won their election by promising the sor 


nists could yet provi 


acks and secret policemen who appointed them; phase of all pulling together may be short. The coalition 


hing from taking dishonest officialdom to court to ták«— about outlived its usefulness, So has Solidarity itself. A 


of motives. i ARI it í is ; not obie to be an economic „mip c 


i a burden on Hongkong and the countries of South-East 


| fully, too, in most places even | reforming 
nists have: eid so soundly beaten that not even the 
addled apparatchik could think of staging a comeback. 
exceptions are Romania and Bulgaria, neither of whic 
much of a democratic tradition to fall back on. In Roma 
not only are parts of the old Communist party still firml. 
control of the new National Salvation Front governmen 
many of the feared Securitate are back on the streets 
week disguised as club-wielding miners. Bulgaria’ s comi 





radical: change of face that would warm any Thatche 
cockles. If they: live up to those promises, Bulgaria's cot 
e a parable for Russia's reformers: 
dictators, if they mend their ways in time, can stay in 
democratically and help shape the tt transition to a new oi 








Let not the parting grieve thee 
The trouble is, as Poles are discovering, that ihid trai 





tween Solidarity and the then communist party, which t 
ered in the year of revolution in Eastern Europe, has 


challenges of privatisation, bankruptcy and unemploy 
confront Poland, the anti-communist glue that held Solida 
ity together is disintegrating under the strain. j 

But the pulling apart of Solidarity is no bad thing. As tl 
rest of Eastern Europe will«discover, grand coalitions and 
broad movements can do some good things in difficult time 
But what democracies need most are effective oppositions to 
keep governments honest. Painful as it may be for Solidarity 
old allies to part, Poies need new parties that give them a re 
choice on everything from abortion to taxes. Without them 
there will be a political vacuum at the core of politics th: 
could eventually suck Poland back towards semagi and 
dictatorship. Time for the Poles. to kado on. 















The problem is simply one of numbers. The rich world 
not accommodate all who want to come to it; some there! 
have to be rejected. 

That means, second principle, that some people. have 
be sent home. The United States readily sends home 
nomic migrants from Haiti, yet it refuses to countenanc 
sending home of boat people to Vietnam, a country d 
not significantly more brutal. At the same time Ar 
refuses to allow the rejected boat people to live in camps 
Guam or any other American territory. It has thus been 
main obstacle to an international agreement on the repatti 
tion of economic refugees from Vietnam. 

This is awkward, but not intolerable. The boat people 










and the. United Nations High Commissioner for Re 1 
























































vide more Eran in, say; the (sirven The 


LTHOL UGH He British. government EN to unveil its 


he crucial paragraphs are still surrounded by square brack- 
ts: grey-suited politicians and bureaucrats find it hard to 
urn green. If the programme is to justify the razzmatazz being 
repared for its publication, it will need to go beyond a gen- 
eral restatement of existing government schemes and an ex- 
ortation to individuals and companies to be more environ- 
mentally aware. It will also need more than the extra public 
pending the Treasury is so reluctant to allow. It will need 
irm targets for environmental performance and clear indica- 
ions of how they.can be reached. 


vernment has understood its proper role in environmental 
licy. Pollution arises isole companies and individuals do 
iot carry the full costs of smoke they emit or noise they make. 
n the market fails like that, governments can intervene 
pair. arg nera is rarely ay most cost-effective form 


rgets give industry and individuals signals about the future 
urse of government policy. Industry in particular likes cer- 
y: targets provide a basis on which to plan. But targets in 
iube breed scepticism. The most important target in the 
e paper is the one Margaret Thatcher announced last 
onth:-to stabilise carbon-dioxide emissions, thought likely 
be causing global warming, at their present level by 2005. 
inisters know that this target will be reached only if the real 
ce of carbon-rich fossil fuels increases. That could happen 
various ways: by raising taxes on those fuels, for instance, 
Td by setting a cap. on the. amount Britain uses and letting 














iten hae buidén i isto o give thein the monty ota ideal: to 


à environmental programme in just a few months, most of . 


: Such detail is necessary partly to demonstrate that the - 








of Vietnámese e economic. signin. iem one dot sent 
back forcibly last December, many fewer boat people have. - 
been arriving in Hongkong recently: 2,250 inthe first five 
months of this year compared with 13 510i in the same period - 
of 1989. These smaller numbers suggest a more e manageable 
problem, not a bigger one. 

Even so, other countries have an interest in de Brit- 
ain find a solution. The United States already has boat people 
from Haiti, Germany is starting to receive train people from 
Romania, and Australia is getting yacht people from Cambo- 
dia (see page 24). The world may be a more democratic place 


than it was, but the numbers of refugees are increasing, as are 


the distances they travel and the ways in which EY arrive. 





energy users bid for their T" 

Either way, hitting the target will be ou Present (dis- 
puted) projections of energy use suggest that the real price of 
energy from (mainly) power stations will need to rise by a bit 
less than 100%, and the price of petrol by around 40%—on 
top of the increases already expected over the next 15 years. 
Just how this news is to be conveyed to the public and to the 
about-to-be-privatised electricity industry is still square- 
bracketed. As frankly as possible, should be the answer. 

The government fears inflation and political opprobrium 
if it announces plans to raise the price of energy. On the con- 
trary, by going public the government will reduce the risk of 
both. At present, falling real energy prices tell companies and 


people to ignore conservation in making new investments. A 


government decision to raise energy prices would change 
that. But so too would the assurance of future price rises. In- 
deed, by setting out a 15-year timetable, the government \ 
encourage new energy-saving investments to take place at a 
sensible pace. The company buying a new boiler, and the in- 
dividual, buying a new car, will both give more weight to en- 
ergy efficiency. The more customers can be persuaded to 
make these investments early, the less prices will ultimately 
need to rise to meet the government's emissions target.. 
Promising higher prices is electoral suicide, some minis- 
ters will say. Not necessarily. The Labour party wants to stabi- . 
lise carbon-dioxide emissions by 2000. By setting out the price 
implications of their own pledge, Tories can show, the even 
higher cost of a tougher, earlier target. And if Labour claims 
that conservation can be achieved mainly with information 
and regulation, that claim can be exposed as.a sham. Unlike 
prices, better building insulation, eco-labelling and tighter 
rules for car exhausts work only on new investment. But the 





capital stock changes slowly. If new capital bears all the adjust- 


ment, controls will have to be far tighter than if the’ prie 
mechanism i is allowed gradually to spread the eae : 











Whatever became of the 
Thatcher miracle? 


This summet Britain's inflation 


and unemployment is rising 


to Margaret 


HESE days sadly smiling foreigners can- 
not help but wonder how little has 
changed in the British economy. They may 
rest assured: Britons have also noticed the 
inflation, the trade gap, the credit squeeze, 
* threat of recession—all so reminiscent 
the boom-and-bust cycles of the 1960s 
and 1970s. Having done so, they may in due 
course boot the Tories out of office. Yet few 
of those voters, will doubt for a moment that 
Margaret Thatcher, for better or worse, has 
worked àn economic transformation. 

The past decade has seen a deep-rooted 
change in the character of the economy. 
Britain has undergone a revolution in atti- 
tudes to enterprise, competition and the 
role of the state. The power of trade unions 
has been shárply reduced; restrictive prac- 
tices and demarcation disputes no longer 
paralyse factory managers. On one recent es- 
timate, underlying productivity growth in 
manufacturing has been boosted by four 
percentage points a year under Mrs That- 
cher. Thousands of new businesses testify to 
a revival of entrepreneurship. Nationalised 
industries have been privatised on a far 
wider scale than anybody would have dared 
forecast in 1979; gradually (too gradually, in 
many, cases) these former state-owned 
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rate will exceed 10%. The coun 

rent-account deficit was £19 billion i in 1989, growth in paver is 8 
The causes of this fail 

nomic reforms 


tcher’s very mee eco 


's cur- 


hagis, 


monopolies are being obliged to compete. 
The privatisation programme has gone so 
far in changing British attitudes that the La- 
bour party's rather equivocal pledges to 
renationalise will, unless ditched, prove a 
big electoral handicap. 

Indeed, perhaps the clearest sign of how 
far Britain has come is the vision of alterna- 
tive government offered by the recon- 
structed Labour party. "Business where ap- 
propriate, government where necessary," is 
one of its apologetic new slogans. Despite 
Mrs Thatcher’s enduring unpopularity, 
Labour’s leaders know that the burden of 
proof for any increase in government inter- 
vention is now on them. Deregulation, pri- 
vatisation, the assertion of individual choice 
and market forces over the state—all have 
happened under Mrs Thatcher, and all will 
be politically difficult to undo. 

So judging the government's economic 
record requires a sharp distinction between 
these microeconomic or “supply-side” re- 
forms, on one side, and, on the other, the 
government s inability to get macroeco- 


nomic policy right. Double-digit inflation is 


ure can be 


a macroeconomic mistake. In old-fashioned: 


language, it reflects a failure to manage de- 
mand. Many of Mrs Thatcher's supporters, 


people who do not doubt her success on the 
supply side, point to specific macroeco- 
nomic errors—and to her second chancel- 


|. _ lor, Mr Nigel Lawson, the man accused of 
making them. Putting these errors right will 


be painful, they say, but once it is done the 
harvest from Mrs Thatcher's microeco- 


nomic labours can be gathered again, as it — 


began to be in the mid-1980s. 

The truth is more complicated, and 
more ironic. Mr Lawson did make mistakes, 
but these merely aggravated a larger prob- 
lem. This larger problem, in turn, can. be 
traced directly to the government's first 


bold microeconomic reform. Little did they_ 


know it, but Mrs Thatcher and her first 
chancellor, Sir Geoffrey Howe, sowed the 


seeds of her present embarrassment within — 


months of taking office. For excellent rea- 
sons, they abolished exchange controls in 


October 1979. From that decision flowed“ 


events which, 11 years later, have again 
given Britain the highest inflation of the 
world’s big industrial countries. 


Finance turned upside down 

The case for abolishing exchange controls 
could hardly have been stronger. As the 
City complained, the controls were making 
it difficult for London to compete as an in- 


ternational financial centre. Also, efforts to. 


evade them were growing in scale: and 
sophistication, so the effects of the controls 
were becoming increasingly unpredictable. 
Most important, however, restrictions: on 
investment abroad relieved domestic users 
of capital from the obligation of having to 
compete for money. This locking-in of capi- 
tal was a form of protectionism. It would be 
hard to design a better way to make British 
investments less efficient than otherwise. 

To make matters worse, Britain had a 


growing current-account surplus at that 


time, thanks to expanding production of 
North Sea oil. This surplus, together with 


the government's tightening of monetary : 


policy, caused sterling to appreciate from 
DM3.90 in 1979 to DM4.60 by 1981. That 
was with exchange controls off. The flow of 
capital associated with the current-account 
surplus was therefore free to migrate. If the 
controls had been left in place, that outflow 
of capital would have been checked—and 
so, by necessity, would the current-account 
surplus that created it. To shift the current 
and capital accounts of the balance. of pay- 
ments in this way would have required a fur- 
ther rise in sterling, putting Britain's belea- 
guered manufacturers under even greater 
stress. For all these reasons, exchange con- 
trols had to go. 

The effects were far-reaching. For a 
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ede sort were now virtually unwotabie 
The government's "corset" on bank lending 
(officially, the supplementary special depos- 
s scheme) had already been loosened by 
avoidance. This control, most recently reim- 
osed in 1978, penalised banks that ex- 
anded their lending by more than a permit- 
ted rate. However, after 1979 would-be 
borrowers who were denied loans could bor- 
row from abroad instead; the corset became 
even less effective than before. For that rea- 
son, but also because the government 
wanted to create a genuine market in credit, 
the corset was abolished in June 1980. - 
Within a few months Britain's adh 
ad piled into the loans-for-housing market, 
reviously monopolised by the building so- 
eties cartel. The banks had long wanted to 
o so; with the corset gone, they saw the 
pportunity. From nothing, the banks 
'anted a quarter of all new loans for house 
urchase i in 1981; by the end of last year the 
anks ' outstanding housing loans stood at 
86 billion, against the building societies' 
£157 billion. 
> The building societies wanted to fight 
back, but their hands were tied. Tradition- 
ally, the main goal of the cartel had been to 
keep the cost of mortgage finance cheap; the 
societies had a standing arrangement to con- 
sult the government on proposed changes in 
their interest rates. Governments liked that. 
British mortgages are almost always issued at 
variable interest rates, so the cost of borrow- 
ing is always politically charged. The result 
of holding rates down in this way was a 
chronic shortage of mortgages, and a Soviet- 
style queueing system to ration the available 
supply—but that tended to be blamed on 
the societies rather than on the rules hey 
had to obey. 
= The success of the banks’ quest M new 
ustomers made those rules untenable. The 
cieties began to offer larger and faster 
ans, to lend up to a greater proportion of 
ie price of the borrower's new house, and 
end at bigger multiples of income. To se- 
€ the necessary cash, they bid for depos- 
against the banks in the high street. In 
ort, they began to compete. 
Once more recognising the logic of this 
quence of events, the government speeded 
ie collapse of the cartel. A new legislative 
amework let the societies battle with the 
anks on more equal terms, and with each 
ther. The banks, unwilling to give up what 
ey had already won, fought back with new 
roducts such as interest-bearing sight de- 
osits. Between 1980 and 1984 the propor- 
on of sight deposits that paid interest in- 
'eased from 2096 to more than 6096. This 
erce struggle for borrowers and depositors 
added to the pressure that had already been 
leased by the abolition of the corset. Be- 
tween 1977 and 1980 the annual increase in 
bank and building-society lending had been 
equivalent to aps 596 of opp. In. 1981 
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in 1982 it was equivalent to 35% of GDP; in 
1983 27%, in 1984 36%. And so on. 

This credit boom makes it unsurprising 
that most of the government’s targets for 
growth in the money supply were overshot 
during the 1980s—to the point where such 


targets now play hardly any role. But the 
government had three good excuses for ig- 
noring that disappointment. First, the na- 
ture of “money” had indeed changed. This 
is just another way of saying that British fi- 


nance had altered out of recognition. Mone- 
tary targets based on what was known about 
the old system no longer commanded confi- 


‘dence. Second, policy remained "tight" by 
most other measures. Real interest rates 


have been positive throughout the 1980s; 
they were negative for most of the 1970s. 


Budget deficits were cut, and then turned. 





into large surpluses. Third, inflation came 


down. Despite the credit explosion, infla- 
tion fell from 18% in 1980 to 312% i in 1986. 


So much for monetarism. 


The mortgage worked the hardest. 


In view of the expansion of lending over the 
past ten years, it ought to come as some- 
thing of a surprise that the official inflation 
rate is still only 1096. After stripping out the 
direct effects of the government's recent 
rises in interest rates, "underlying" inflation 
is less than 796. 

For most of the 1980s, instead of raising 
the prices of goods and services, the flood of 
lending. increased the prices of certain 
assets—-above all, houses. With the banks 
and building societies locked in combat, and 
thanks also to the peculiarities of Britain's 
housing market, the surge in personal lend- 
ing during the 1980s was overwhelmingly 
due to an increase in lending for house pur- 
chase. As a result, between 1982 and 1988 
house prices went up 8796; retail prices went 
up by just less than 4096. 

Throughout the decade, however, much 
of this lending to house-buyers leaked into 
financing other sorts of spending, too. 


the increase was equivalent & to ; 1196 of GDP; -— Houebuy € 


Tonore] more Phan “they 
strictly needed,.and used the surplus to buy 
video recorders, cars, yachts, what have you. 
In other words, they took the opportunity of 
moving house to increase the real value of 
the mortgage debt, withdrawing in the pro- 
cess some of the wealth (or “equity”) that 
was tied up in their property. The govern- 
ment had tried to discourage this. It issued 
(in January 1982, for instance) ' 'guidance" 
to banks and building societies, asking them 
to ensure that their housing loans were in- 
deed for that put rpose. In the new condi- 
tions, moral suasion no  longér worked. The 
government soon stopped trying. 

. According to one estimate, of the £14 
billion in net new lending for house pur- 
chase in 1982, about half took the form of 
equity withdrawal. This proportion stayed 
about the same but the numbers themselves 
grew a lot bigger. In 1988 net new lending 
for house purchase was £41 billion; of tF -- 





equity withdrawal may have accounted 


around £22 billion (see chart). In real terms 
that by itself would have been sufficient to 
pay for an increase in consumer spending of 
roughly £6 billion (or 2.596), compared with 
1987. To put this in context, Mr Lawson's 
"giveaway" budget of 1988 cut taxes by £4 
billion, which left the real tax burden virtu- 
ally unchanged. 

Mr Peter Spencer, an economist at 
Shearson Lehman, an investment bank, was 
a Treasury official and a close observer of 
financial deregulation during the early 
1980s. One of the first to stress the implica- 
tions, he sums it up like this: Britain's new 
financial regime has reversed the effect that 
inflation has on consumers, and in a way 
that makes the government's task as an eco- 
nomic manager far harder. 

Inflation pulls in two directions: it 
erodes the real value of people’s debts, on 
the one hand, and money savings, on the 
other. In the 1970s inflation increased ` 
equity that people had in their houses —__ 
reducing the real value of their mortgage 
debt and boosting the price of houses in real 
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terms), but the financial system made it hard 
to unlock that wealth. So inflation's other 
effect, the erosion of money savings, encour- 
aged people on balance to save more. In the 
1980s, thanks to financial deregulation, peo- 
ple found it easy to tap the increase in their 
wealth-in-housing that inflation had caused. 
As a result, they did not need to save as hard 
to maintain the real value of their savings: 
they could dip into their equity instead. In 
doing so, they built up their debts, increas- 
ing the rate at which future inflation would 
add to their net wealth. | 
Because people were obliged to save less, 
they could spend more. Whereas inflation 
used to be partially self-correcting (encour- 
aging people to save more and spend less), it 
gradually became self-reinforcing (encourag- 
ing people to save less and spend more), 
Stepping back from the confusing detail 
of each year’s changes in interest rates, ster- 
» ling and budget policy, this convincingly ex- 
‚plains the biggest economic puzzles of the 
1980s. Why, despite a sharp and sustained 
rise in real interest rates, did’ the personal 
sector's savings rate plunge from 1312% in 
1980 to 412% by 1988? Why, despite those 
high real interest rates, did credit and do- 
mestic demand grow at such a blistering 
pace in the second half of the decade? Finan- 
cial deregulation not only released that 
flood of credit and demand; it also changed 
the way the economy responds to economic 
policy. To hold credit and demand in check, 
real interest rates need to be kept much 
higher than before. 


Perfect hindsight 


It would be wrong to conclude that financial 
deregulation should not have happened, or 
even that it should have been ‘carried out 
more gradually. At virtually every stage, 
starting with the decision to abolish ex- 
change controls, the government's hand was 
forced by the way the world, was changing; 
once the process was under way, the pres 
sures released by each earlier phase of re- 
form set the pace. But remember, too, that 
deregulation was a good thing. It is an enor- 
mous economic improvement that willing 
lenders and borrowers can now get together 
and do business without having to wait in 
queues, and regardless of international 
boundaries. The real blame for the discom- 
forts of deregulation rests with the earlier 
governments, Labour and Tory alike, that 
first put the regulations in place. All the 
more reason for lamenting Labour's con- 
tinuing fondness for credit controls, which 
it says it will reintroduce if it regains office. 
Some of the present difficulty in manag- 
ing demand is temporary. When people 
have learnt to live with Britain's new finan- 
cial system, they will almost certainly choose 
to carry more debt (in relation to income) 
than in the repressed 1970s, but they will 
not add to their debt without limit. In other 
words, the economy has been in a period of 
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transition. If financial deregulation had to 
happen, how might this transition have 
been better managed? 

Most criticism of the government's eco- 
nomic management has concentrated on Mr 
Lawson's decision to peg the pound to the 
D-mark in 1987-88. Some object to the very 
idea of pegging sterling. But even those who 
are keen that Britain should join the ex- 
change-rate mechanism (ERM) of the Euro- 
pean Monetary System, and thereby adopt a 
formalised version of Mr Lawson's policy, 
complain that he pegged the pound at too 
low (ie, too inflationary) a rate. Yes, he did, 
and the result was a damaging fall in interest 
rates (see chart). Looking at the 1980s as a 
whole, however, this was an event of, at 
most, secondary importance. 

Yet it raises an intriguing question: how 
would Britain have fared if sterling had been 
taken into the ERM earlier—in 1985, say—as 
many ERM-enthusiasts wished? Conceivably, 
the burst of British demand released by de- 
regulation might then have been enough to 
shatter the EMs itself. Britain would have 
gained from sterling being pegged at a 
higher rate and sooner. But the chances are 
that it would also have had lower interest 
rates—and thus faster equity withdrawal. 
The outcome, despite the strong currency, 
might have been an inflation rate too high 
to be endured within the ERM. 

Managing the transition, whether in the 
ERM or not, meant cooling demand. That 
could have been done in two ways. 

First, since the private sector responded 
to deregulation by saving less, it would have 
made sense for the government to save 
more. In other words, fiscal policy should 
have been even tighter than it was. Mr 
Lawson is right to say that the direct effects 
of his 1988 tax cuts have been exaggerated, 
but the real mistake is to focus on that one 
budget. With hindsight, fiscal policy should 
have been substantially more restrictive 
from 1984 on. 

Second, since the housing market was 
the vessel for the over-heating of the econ- 





omy, the government should have asked 
whether the demand for housing was na’ ' 
self artificially high. It was, and is. ] 

tcher's favourite tax break (relief for the 
interest on the first £30,000 of mortgages) is 
only the beginning. Owner-occupiers pay no 
capital-gains tax and no tax on imputed 
rental income. They used to pay a local 
property tax (rates), but in her wisdom the 
prime minister replaced‘ that with the poll 
tax, On some estimates, that decision (quite 
apart ‘from its other defects) has added sig- 
nificantly to the demand for housing—and 
thus to mortgage lending, equity withdrawal 
and inflation. Meanwhile rent controls have 
all but destroyed the private rented market. 

The peculiarities of the housing market 
go a long way to explain why the repercus- 
sions of financial deregulation—a global 
frend—have been so much more dramatic 
in Britain than elsewhere. (Equally, they 
sound a warning for those countries, such as 
Japan, where financial deregulation is still 
under way and which also have severely 
over-blown land and property markets. ' 
any rate, a thorough reform of housing , 
icy was already overdue in.1979. Eleven 
years on, the task has a new urgency. 

Especially now that sterling is poised at 
last to enter the ERM. It is impossible to be 
sure how much inflationary impetus the 
housing market might again provide. Over 
the past 18 months equity withdrawal has 
fallen as turnover in the market slowed. But, 
in real terms, house-owners hardly dented 
their housing wealth in the years to 1988. 
The value of the housing stock is roughly £1 
trillion; the value of mortgages outstanding 
is less than £300 billion. Financial deregula- 
tion has put that stock of savings within 
reach of those who would spend it. When 
interest rates fall, as they are likely to once 
Britain has entered the ERM, the flow of eq- 
uity withdrawal may well grow again. Brit- 
ain’s adjustment to its new financial system, 
and the economic difficulties chat go with it, 
are not over yet. 
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Colin can read by 
sunlight even after the 


sun has gone down. 


For all our tomorrows. 








A Report to Business and Financial Leaders. 


Today, businesses must expand to survive. That means expanding the range of 
services they offer. And expanding their range of operations by constantly searching 


out opportunities for international growth. 


We Are Gordon Capital. We Can Help You Grow. 
Expansion of any variety often requires 
capital. It also requires ingenuity, 
research, and a strong international 
presence. At Gordon Capital, our clients 
get immediate access to rich world capi- 
tal markets through our growing net- 
work in New York, London, Paris, 
Tokyo and Taipei. And the expert eco- 
nomic counsel of our top-ranking 


analysts, Coxe, Mamis and Lee in 
New York. 


Our Growing Roster of Services 

As well as being Canada’s leading insti- 
tutional trader and a leading corporate 
underwriter, Gordon Capital offers all 
the services of a broadly-based institu- 
tional investment banker. 

Mergers and acquisitions account 
for an ever increasing portion of our 
business. Together with our merchant 
banking affiliate, Gordon Capital has 
successfully completed some of 
Canada's largest M & À transactions, 
such as the acquisition of Texaco Can- 
ada by Imperial Oil. 





And with our partners, Gordon 
and Young, we now play a major role 
in cultivating the North American 
real estate and property development 
markets. 

In 1989, we provided close to $1.1 
billion in real estate-related securities. 


A Fertile Environment 
To achieve these results alone says a 
great deal about our company. But to 
achieve them with a staff that represents 
only 1% of the total industry in Can- 
ada, says a great deal more. About our 
people. About our attitude. 

We have an outlook, an environment, 
that causes us to grow above the rest. 


A Cultural Difference 
There is a significant cultural difference 
between Gordon Capital and our com- 
petitors. In our complete dedication to 
our clients’ success, we often make the 
ultimate commitment: offering our own 
capital to facilitate their transactions. 
This willingness to seize the opportu- 
nity on behalf of our clients, has yielded 
them outstanding profitability as they 
continue to grow. 


Number 2 in a Series. 


Canada’s Largest Investment Banking Group 
With our real estate and merchant bank- 
ing affiliates, we comprise Gordon Capi- 
tal Group, having a combined capital 
base of approximately ' 700 million 
dollars. 

And a combined information 
netiwork that is second to none. 


An International Network 

Our shareholders comprise a distin- 
guished list of pre-eminent- financial 
institutions in strategic capital markets 
such as Japan, Hong Kong, the Middle 
East and the United States. 

These diverse and strategic connections 
provide our clients with valuable insight 
into additional capital-raising opportun- 
ities as they become available. 


An Established Capital Base 

Our strong capital base and knowledge 
of the market make Gordon Capital 
uniquely situated to meet the demands 
of an increasinglv global market. 


And we continue to create new op- 
portunities for our clients’ growth in all 
directions around the globe. 


Gordon Capital Corporation 





Prepared to Seize the Moment 


Toronto Montréal Calgary Vancouver 


New York 


London Paris. Represented in Tokyo Taipei 
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FROM OUR SPECIAL CORRESPONDENT IN DELHI AND MANDASOR 


] NDER the white-hot skies of Madiss 
Pradesh, a poverty-stricken state in the 
. middle of India, the country's prime minis- 
ter, Mr Vishwanath Pratap Singh, is ad- 
dressing a crowd. What are you doing about 
Kashmir? somebody calls out. His Hindu au- 
dience, which has been sitting in the un- 
_ shaded dirt for hours waiting for him to 
. ak would like to hear harsh words about 
axashmir's rebellious Muslims. The prime 
| minister firmly says that, although Pakistan - 
xis responsible for Kashmir's troubles, Mus- 
l lims are not, and he will not see religion set 
against religion i in India. 
Someone else asks about edible oils: 
prices are up, and the poor want them low- 
ered. Mr Singh says that India is not produc- 
ing enough on its own but also that it does 
not have the foreign exchange to import 
. more. He gently suggests to this audience of 
farmers that; if prices rise, perhaps Indians 
will produce more oil to meet the demand, 
thus eventually lowering the price. Silence. 
On his way down Foie "Delhi to Man- 
dasor, the rural district where this meeting: 
was held, Mr Singh told The Economist that 
he knew the great changes in Eastern Eu- .- 
rope and the Soviet Union were shaking In- 
dia too: unless it accepted the challenges of 
io Fi market, would be left be- 
hin E. : 


















- awe know our place." " people are to be | 
persuaded first; they will understand what is- 
confronting them when itis explained to 

- ‘them, but it takes time. 

. India’s economy is short of time. In the 
years 1950-80, when East Asia's miracles 
were born and thrived,. India remained 
‘stunted. Real income per person rose by 
only 1.7% a year in 1950-65, and by 1% a 
year in the decade after that: the Hindu rate 

_ Of growth, as it became known. Even now 

. yearly GNP per person is only $340—on a 
par with the average in black Africa, which 
has just gone through a decade of economic 
contraction. Around 320m Indians—and 
nearly half the population of Madhya Pra- 

"desh, to take an extreme example—still live 
below the poverty line. 

| India has done badly compared not only 

. with the miraculous but with the ordinary. 

: In 1950 India accounted for 2% of world ex- 

rts and 6% of third-world. exports; ail 





place a little too well - 


ases against farming and trade _ 
(exports as well as imports) and 
a regime of regulations and li- ~ 
^ cences so detailed and oppres- 
sive that, at one point; 
- trialists had to Secure - prior 
‘approval from the appropriate 


‘by more than 596 a year or 


_ Stopped increasing by the mid- 


O knows his 


1980 the respective figures were 0.4% and 


1.4%. In 1955, just before India began its in- 


dustry-based growth strategy, it was the — 
world’s tenth biggest industrial. power; less 


than 20 years later it ranked 20th. The 


world's other poor behemoth, China, could - 


claim average annual growth in real GNP per 
person of 5.2% during the years 1965-87. In- 
dia's score over the same period was 1.8%. 
It is not that India lacks the resources 
for development. The place is swarming 
with entrepreneurs, and they have had 
plenty of capital to work with. Oross domes- 
tic savings ran at more than 20% of GDP 
throughout the 1980s; gross capital forma- 


tion averaged 2296 in the 1980s, and 1996 


even in the dismal 1970s. Practically no 
other poor country—and indeed only ten of 
the 24 OECD countries—did better at gener- 
ating and investing savings in the 1980s. 
But India has deployed its 
resources with Russian-like in- 
efficiency. The socialist and 
protectionist dogma of the 
1950s saddled the economy 
with a huge public sector, bi- 





indus- 





bureaucrat to increase output 


make a new product in an ex- 
isting plant. The nonsenses 


1970s, but the consequences 
are still crushing. The public 
sector, for example, is over- 
manned by a quarter or more, 
and during the 1980s wages 
there rose twice as fast as in the 
economy as a whole. | 
lt is not a pretty picture, 
but it should be a familiar one 
to Mr Singh. He first made his 
mark as Mr Rajiv Gandhi's 
liberalising finance minister in 
1985-87. The reforms he 
brought in, modest though 
they were, bore immediate. 
fruit. Real GNP growth spurted 


agricultural growth rose 


-Mr Mandhu Dandavate. But, it turns o 


Singh prepares to eke the shini 


to 596-plus, kiei gw was 
stronger than during the 196 


dependence average rate, an Ü 
umes rose by 10% for the last half E 
cade. But in the last two years of : 
"Gandhi's Congress party government, : 
ther reform was forgotten while politic; | 
trigue was attended to. : 
When Mr Singh beat Mr. Gandhi 
` November's general election, the pessit 
feared that his delicate. political 
meant economic reform would be 
indefinitely. Mr Singh's ruling Na 
Front (overwhelmingly accounted 
‘own party, Janata Dal) could clair 
than a third of the seats in parliame: 
 pended on the support of the Hindi 
alist Bharatiya Janata party and of the C 
munists to govern. This did not seem 
recipe for boldness. E 
Reform has not in fact — sti i 
largely because of Mr Singh's tactical skil 
He has stuffed his Planning Commissioi 
with ardent planners, and given the financ 
ministry to another socialist sympathiset 














Mr Singh has been sneaking real power 
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FROM OUR SPECIAL CORRESPONDENT IN INDIA. . 


© V of India's southern state of Tamil 
. Nadu, 15 members of a Sri Lankan Tamil 


organisation were killed in a shootout 


from the rival Tamil Tiger guerrilla group. 
The next day. Tamil Nadu police arrested 


version of Indian foreign-policy. 
In the days of cold war and non-align- 


gadfly to the United States. There is not 


Asians look at Indian military spending, 
officially equal to 3.596 of GNP (in reality, 
some foreign experts believe, closer to 
5%), and particularly at. the blue-water 
navy India has been building, and ner- 
vously wonder if it has its own great- 
power ambitions. Maybe someday. But for 
| now its main external concern is eyents 
< just over its borders that.affect the stabil 
«ity of the Indian union itself. 
U^ Sri Lanka's renewed civil war (see next 
- article) is one example. Even before this 
Ae week'sshootout in Tamil Nadu, Indian of- 
- ficials were said to be worried: by out- 
||. breaks of guerrilla fighting. along the 
[| Tamil Nadu coast, and the Indian: navy 
. was patrolling the Palk strait, which sepa- 
rates the mainland from Sri Lanka, to 


Sri Lanka. If the island’s turmoil shakes 


India may yet be drawn back in. 
Pakistan is the more omínous exam- 


contending with a terrorist campaign in 
the: northern state of Punjab that aims to 


‘Khalistan. In the neighbouring state of . 


he pro-marketeers. 


oa d generous limit nom vex re 


businessman with no previous ministerial 


experience; and Mr Arun Nehru, the com- 
merce minister, a wily ex-Congress politi- 
jan who is not E pees ve E 
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The bad neighbour policy = = 


N JUNE 19th in Madras, the capital 


with some other Sri Lankans, perhaps 
nearly 400 people. Welcome to the 1990s... 
ment, India enjoyed its tole on the world 


stage as friend of the Soviet Union and - 


. much demand for such parts now. Other — 


‘hold down the traffic in men and guns. 
After three years of peacekeeping there, 
India is happy to have washed its hands of | 
Tamil Nadu too long and hard, though, | 
ple. Since the early 1980s India has been © 
create an independent Sikh nation called - 


Jammu and Kashmir a more widespread o 


. Pepsi's long-standing application i5 séf 7 
in india, an emotional test x for the c coun - 


jet surprise: it nip ee investments up E 


d the Pine mne a crisp. on E 





rebellion against Indian rule broke out in 
January among Muslims in the Kashmir 
valley. Neither state now has an elected, 
government, both being ruled directly 
from Delhi. 

Indias government — lis missed: 
chances to dampen the fires, especially.in 


Punjab. In his general election campaign ` 


last autumn Mr V.P. Singh promised an . 


. early election in Punjab for a new state 


government. When Mr Singh became 
prime minister, he was unfortunately per- 
suaded that the time was not ripe. He still 
plans to hold a Punjab poll this year, but 


the favourable impact on public opinion - 


in the state is likely to be smaller than it 
would have been last winter. , 

Yet Mr Singh reacts sharply to any sug- 
gestion. that India has a “communal” 
problem on its hands in either Punjab or 


Kashmir. Hindus and Muslims are not at- 
tacking each other in Kashmir; he says, 
and neither are Sikhs and Hindus in Pun- | 





- alone, in the Indian context, makes him a 


progréssive) but muses in public about the 


need for slashing India's tariffs, now among 
J the world's highest, by a third. - 

. Yet the prime minister follows no clear 
. and consistent public line in favour of ré 
‘form. Talking to The Economist he says, _ 
< with conviction, that it is the poor who pay 


the price of protection and monopoly. Un- 


. fortunately, this is not the sort of point he 
. drives home to the poor themselves. The 
` headlines 


about Mr Singhs- trip to 
andasor came from his personal briefing 





| io Indian journalists afterwards. He told 


them bey needed a “wealth line" as well as 
a Reet line, above whici people should 


supposed note of cordiality that some peo- 


Soviet Union, were seriously fearing war 


. Pakistan are due to talk about Kashmir in . 
early July. By September, though, th 


tab. To hina AM root ial tlie trouble is ter- i 
rorism; and he has no doubt that the ter- 


ror is backed by Pakistan. 
. Mr Singh has said that Pakistan's aim 


t anrea n : 


` is the “severance of part of our country”. 
The prime minister speaks bitterly of what 


he sees as Pakistan's active hostility to- 
wards India since 1982. He dismisses the 


ple thought Miss Benazir Bhutto's elec- 
tion as Pakistan's prime minister in 1988 
would inject into the two countries’ rela- 
tions:.on Pakistan's Kashmir and Punjab 
policy, he told The Economist, she is an | 
“irrelevancy’. _ 
Outsiders, including America and the 


in the spring. The tension has eased a bit. 
Mr Singh has proposed some "confe 
dence-building measures", and India and 


rera ag tn) Ania nen rta etr ivre rm reri red nr rini arme 
SIN jet as mir rne eem emen loot rre eA Pme teen 


summer heat along the border will have 
subsided, and it will be possible to think 
once more'about fighting a war. If the in- 
tensity of Mr Singh’s manner is anything 
to go by, the fear of one is well founded. 
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not be allowed to keep unproductive assets 
like jewellery and unused land. 

In one case already, the temptations of 
populism have brought folly. Mr Singh 


. emphasises the need for rural development. 


The need is acute: 60% of Indians still make 
their living from farming;“and they have 
been getting poorer relative to city-dwellers. 

Investment in agriculture fell in absolute 
terms during the 1980s, to the absurd point 
where the government is now investing 
more in civil aviation, a service used by 
100,000 Indians, than it is in rural itriga- 
tion. The. government s action? To honour a. 
campaign promise to forgive. government 
loans to farmers, something which, iti it goes 
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through, will cost 32 billion rupees ($1.9 bil- 
lion) and wreck the rural credit system. 

Mr Singh's method of dealing with eco- 
nomic policy is proving characteristic of his 
whole approach to governing: a search for 
consensus, no staking of positions until the 
balance of power in the cabinet is clear, 
some adroit manoeuvring among the politi- 
cal barons in his coalition (many of whom 
are after his job), all disguised in a cloud of 
rhetoric. The prime minister can (and does) 
persuasively argue that there is no point in 
having bold aims if you cannot stay in power 
long enough to achieve them. And, politi- 
cally at least, the approach is working. The 
National Front is winning by-elections, and 
Mr Singh's popularity in the opinion polls is 
higher than it was when he took office. 

Yet caution has been costly in Punjab, 
for example (see box on previous page), and 
may hurt even more on the economy. A gov- 
ernment budget deficit of 1.4% of GDP, a 

ent-account deficit of 3.3% of GDP, ris- 

inflation and a foreign debt of $63 bil- 
lion, twice what it was five years ago—these 
imbalances are about to pinch sharply. The 
great challenge, though, is the long-term 
one of lifting India on to a path of growth 
that doubles real incomes every ten vears in- 
stead of every 35 years. ltcan happen, but it 
requires a smashing of many of the assump- 
tions and foundations of the Indian state. It 
is up to Mr Singh to prove the improbable, 
that such a revolution can be conducted by 
deftness and caution. 





Sri Lanka 


Back to the jungle 


FROM OUR CORRESPONDENT IN COLOMBO 


T HAS a familiar look. The Sri Lankan 
army moving slowly but surely through 
^. northeast of the country; the Tamil Ti- 
~~ guerrillas retreating into the jungle in 
the face of superior fire power. And, caught 
in the middle, thousands of civilians fleeing 
the fighting. The difference this time is that 
the people of Sri Lanka seem overwhelm- 
ingly on the government's side. Most Tam- 
ils, as well as the majority Sinhalese, believe 
that the Tigers must be put down. 

The Tigers could not expect otherwise. 
Some Sri Lankans are puzzled that they 
started to fight again when they seemed to 
have done well in their year of negotiations 
with the government. The Tigers claim that 
the "arrogance" of Sinhalese policemen in 
the north-east was largely responsible for 
the ending of the truce. But the scale of the 
Tigers' attacks this month suggests that they 
were poised for a new declaration of war. 

Since India's peacekeeping force left Sri 
Lanka in March, the Tigers have been build- 
ing bunkers, field hospitals and communica- 
tions networks; they assembled arms and 
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other supplies in quantities large enough to 
support a prolonged war. In their opening 
attacks on June 11th the Tigers had the sort 
of success reminiscent of a German blitz- 
krieg. Twenty police stations were overrun, 
and around 100 policemen were lined up 
and shot dead to discourage their comrades 
from fighting. Another 750 policemen sur- 
rendered without a fight. Roads to army 
camps were mined and bridges blown up. 
The camps were attacked with rockets, mor- 
tars and, the government claims, chemical 
shells. 

The Tigers presumably launched the 
onslaught because they decided that, for all 
their gains in the Colombo peace talks, the 
government was not going to concede their 
central demand: a separate state in the 
north-east. A generous helping of home rule 
was not enough. The government seemed 
about to dissolve the North-Eastern Provin- 
cial Council and order a new election. But, 
although the Tigers had demanded this, 
they began to have doubts that they could 
win an election. In the north the Tamil ma- 
jority was expected to vote for Tiger candi- 
dates. But in the east the Tigers would get 
little support from the many Muslims and 
Sinhalese there. So, on with the fight. 

President Ranasinghe Premadasa has, 
reluctantly, allowed the army to fight back. 
He is a saddened man; he genuinely believed 
be could make a deal with the Tigers. The 
Sri Lankan army is far stronger than it used 
to be. It has the power to drive the Tigers 
out of all the main towns outside their 
stronghold, the Jaffna peninsula. “We are 
going to annihilate them," the defence min- 
ister, Mr Ranjan Wijeratne, said this week. 

But if the Tigers cannot win a war 
against the government, they can probably 
avoid losing it: ruthlessness is on their side. 
It will be a bloody business however it turns 
out. In the week after the fighting resumed, 
about 450 people—Tigers, soldiers and ci- 
vilians—were unofficially reported to have 


been killed. 





Hongkong 


Babes in Toytown 


FROM OUR HONGKONG CORRESPONDENT 


HE glamorous Chinese baroness is mar- 

ried to a Welsh barrister; the Austrian is 
the son-in-law of a Chinese tycoon; the Scot 
is at odds with the Austrian. Confused? The 
baroness, the Austrian and the Scot are 
leading characters in that long-running soap 
opera, Hongkong politics (“Toytown”, as 
Mrs Thatcher is alleged to have called it). 

The drama, however, is real enough for 
Hongkong's 6m people. Next year the Brit- 
ish colony will hold its first ever direct elec- 
tion (meaning one in which everybody can 
vote) for seats in the 60-member Legislative 


Baroness at work 


Council (Legco), the local parliament. Eigh- 
teen of the seats will be filled by direct elec- 
tion; four years later, 20 will. Two years fur- 
ther on, in 1997, Hongkong will be handed 
over to China. After 150 years of benignly 
undemocratic colonialism, politics in the 
territory is about to be shaken up. 

In a small way, Britain made a gesture 
last week towards helping it cope. In the 
Queen’s birthday-honours list, a life peerage 
was given to Dame Lydia Dunn, the senior 
member of Hongkong’s Executive Council 
(Exco), the colonial cabinet. Lady Dunn, 50, 
is rich, good-looking, articulate and tough: 
in soap-opera terms, a compelling mix of Jac- 
queline Onassis and the “Iron Lady”. She is 
an executive director of Swire Pacific, one of 
Hongkong's biggest companies, and chair- 
man of the colony's Trade Development 
Council; she has been a confidante of suc- 
cessive governors ever since she was ap- 
pointed to Legco 14 years ago. lt is hard to 
think of anyone better suited to plead Hong- 
kongs case at Westminster—especially 
since Lord MacLehose, a former governor, 
is too ill to be active in the House of Lords, 
and the nonagenarian Lord Kadoorie has 
never shown much interest. 

The baroness, who has always believed 
in consensus as the right way for Hongkong 
to run its political affairs, will have her work 
cut out for her. Consensus on how demo- 
cratic Hongkong should be is getting ever 
harder to reach. 

Enter the Austrian. Last week Mr 
Helmut Sohmen, chairman of Hongkong's 
General Chamber of Commerce and a son- 
in-law of Sir Y.K. Pao (a shipping and prop- 
erty magnate), declared in New York that 
"many of Hongkong's new breed of politi- 
cians are trying to project themselves as cru- 
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: Bener of Legco, was s rely 
the specimens he had in mind—Mr 
hmen went on: "They argue for a hasty 
ismantling of current institutions and tra- 














nown, definitely untried and may ulti 
mately be unworkable within the confines of 
small territory that will, after all, remain a 
dependency of [China]." 

5. The Scot, Mr Jimmy McOregor, begs to 
iffer. Although he denies any wish to 
antagonise China; Mr McGregor believes 
Jongkong will be best served if it has both 
more democracy and a bill of rights (which 
China regards as insulting). Mr McGregor 
argues that human rights are “inseparable 
from freedom and democracy, which in turn 
re conducive to social stability and eco- 
yic prosperity.” 

Does it matter that an Austrian thinks 
one thing, a Scot another? Annoyingly for 
Mr Sohmen, Mr McGregor sits in Legco as 
the representative of Mr Sohmen's General 
Chamber of Commerce. Mr Sohmen thinks 
t McGregor is dragging business i into polt- 
c5; Mr McGregor argues that "a minority 
Of conservatives" from the biggest compa- 
- nies are trying to oust him from the seat he 
-won thanks mostly to the support of small 
Chinese firms. Pehap they should put 
their argument to a vote. 






























































Just one snag 


T IS almost forgotten now, but for ten 
A. years, 1964-73, Afghanistan was a sort of 
democracy, with a constitutional monarch 
and an elected parliament. It was a fairly dis- 
graceful decade. The goverament and the 
judiciary were readily bribable. Kabul was a 
nest of spies from Russia, America and Iran, 
| plotting dirty deeds. No one was sur- 
sed when Daud Khan, a member of the 
oyal family, took over in a coup (and was 
ter murdered). All the same, this era saw 
he rise of an intelligentsia, the spread of 
ducation and the growth of a lively press. It 
reminder that Afghanistan should not 
dismissed as a medieval backwater unable 
adapt to the modern world. Could it do 
e fashionable thing and again become a 
emocracy, this time an honest one? 

. The American secretary of state, Mr 
ames Baker, seems to believe it could. Mr 
aker has talked about Afghanistan with his 
oviet opposite number, Mr Edward 
hevardnadze, on several occasions, most 
ecently on June 2nd. On June 13th he told 
a congressior al committee in Washington 
that only “a vet y y Very: narrow. difference” 
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litions for something that is relatively ` un | 


Waiting for a deal. 


separates the United States um the Soviet 
Union on what should be done about AE 
ghanistan. The two sides envisage an elec- 
tion monitored by the UN and reptesen- 
tatives from Islamic countries. The snag is 


Mr Najibullah, the leader of the Soviet- ` 


backed government in Kabul. The Ameri- 
cans say hé should resign before the election 
campaign, although he could stand again. 


The Russians want him to remain in power 


until a new government is elected. - 

The Americans appear to have decided 
that Mr Najibullah is unshiftable as long as 
the Russians back him. Rather than prolong 
negotiations over Afghanistan—now a 
fairly minor piece on the world chess 


board— America may go along with a fic- 


tion: Mr Najibullah might nominally step 
down, perhaps going to Moscow for “con- 


sultations" for a time, but his government | 


would remain in charge. 
Even if the Americans and the Russians 


can agree on election arrangements, a free — 


and fair poll throughout Afghanistan is not 
possible at present. It would have to be re- 
stricted to the towns, which the Kabul gov- 
ernment controls, The mujaheddin guerril- 
las, who control most of the countryside, 
have already made it clear that they would 
not go along with any plan that impeded 
their aim of eventually installing their own 
government in Kabul. 


Mr Najibullah, who these days claims to © 


be a good Muslim and an Afghan. patriot 
rather than a communist, is in touch with 
the "interim government" of mujaheddin 


groups in the Pakistan border town of Pe- 
shawar. The two sides meet in secret, osten- 
sibly to discuss exchanges of prisoners. But _ 


Mr Najibullah is almost certainly trying to 
arrange new local peace pacts with mujahed- 
din leaders. Such pacts suit some mujahed- 
din: they leave them free to fight rival guer- 
rillas, whom. they often dislike even more 


than they do Mr Najibullah. 





dy 
ni "hecan control: a good slice of the 
countryside as well as. the towns, he may 


^ spurn the good offices of Mr Baker and Mr 


Shevardnadze. His artful methods are remi- 


. niscent of those of the British, who tried to 


control Afghanistan by playing. one group 
off against another. In 1842 they had to flee 
Kabul in disorder after the British political 
agent there was killed by an Afghan chief he 


. "was negotiating with. Mr Najibullah may yet 
pay the penalty of being a bit too clever. 





Boat people 


Pushed too far 


| FROM OUR SOUTH- EAST ASIA CORRESPONDENT 


ORE of the boat people are in danger 
of being pushed out to sea. What has, 


. up to now, been at least their paper pri 
. tion-—the 
- Action—is near collapse. 


Plan 


. Comprehensive 


"Under the plan, agreed on at a UN con- 


ference in Geneva:last year, people fleeing 


from Vietnam by sea are allowed to-land by 
“first-asylum” countries (meaning anywhere 


' within sailing distance). There they are 
given the chance to prove they are genuine 


refugees and hence eligible to settle in a 
third country, usually America. But the plan 
has not put an end to emigration from Viet- 
nam: thousands still think they will qualify 
as refugees. Neither does it say what should 
be done with those who are merely in search 
of a better life—‘“‘screened out” as economic 
migrants—but refuse-to go home. 

The first-asylum countries want to send 
them back against their will. America, and 
its suppliant Vietnam, say no. On June 19th 
the :six members of the Association of 


South-East Asian Nations and Britain 


(representing Hongkong, whose own gov- 


| ernment disagrees with this tack) prese 


an ultimatum to America. They said 

unless the United States agreed by July Ist 
that unwanted boat people could be forcibly 
returned, or came up with a better idea, 


then each of the signatories could do what it 





thinks fit. In undiplomatic language, that 
would mean pushing off any boat people on 
the horizon. 

A final decision is unlikely to be taken 
before the UN boat people committee meets 
in Geneva next month. America says that at 
this meeting it will stick to its earlier view: 
that a decision on forced repatriation 
should not be taken until January, to give 
voluntary repatriation time to work. 

Volunteers do trickle back to Vietnam 
but many more are leaving, at the moment 
mainly from south Vietnam. Then there are 
the new boat people, the Cambodians, 
sometimes called the yacht people because 
of their superior craft. The Cambodians are 
not covered by the Comprehensive Plan of 
Action. lt is feared that, if they were, many 
of the 300,000 Cambodians languishing in 
camps on the Thai-Cambodian border 
might decide to jump into boats in the hope 
of a new life. 

Some first-asylum countries note with 

' that Malaysia is already pushing off 
boat people. [ts prime minister, Dr Maha- 
thir Mohamad, denies this: “We are just per- 
suading them to go back to their own coun- 
try." Anyway, he says, western countries 
choose only the best refugees, leaving the 
"cripples, illiterate and sick here for us" (a 
third of those Malaysia screens qualify). 

Most of those "persuaded" to leave Ma- 
laysia—they number around 8,700 so far 





Dark skies over Cambodia 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


ET another round of talks on Cam- 
bodian peace—this one by the five 
permanent members of the UN Security 
Council—is due in Paris on July 10th. But 
the news from Cambodia this week is that 
fighting has flared again. The Khmers 
“\ouges are thought to have taken control 
f the area around Kompong Thom, a 
provincial town 60 miles north of Phnom 
Penh which sits athwart the few roads that 
exist in northern Cambodia. This week's 


news is probably a more accurate sign of 


where Cambodia is headed than next 
month's peace talks will be. 


Why? Dr Noordin Sopiee, the head of 


the Institute of Strategic and Interna- 
tional Studies in Kuala Lumpur, compares 
the talks to a wedding. People are energet- 
ically debating where the reception will be 
held, who should be invited and how big 
the dowry will be. They have forgotten to 
ask whether the bride and groom want to 
get married. They do not. Cambodia's fac- 
tions have not been fighting one another 
for 20 years because they like each other. 
What about a shotgun marriage? Real- 
ists in the West, which hopes to give the 
long-suffering Cambodians a democratic 
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Off the yachts and into the camp at Galang 


this year—end up in a camp on the Indone- 
sian island of Galang, south of Singapore. 
Designed to hold 5,000 people, it now has 
nearly 18,000 (of whom at least 1,500 are 
Cambodians); around 100 new arrivals wash 
up each day. Indonesia does the decent 
thing, but says that it cannot take boat peo- 
ple indefinitely. Next door the Philippines 
says its 8,000 boat people must all be gone 
by 1993. Distant Australia is worried too: 
three boats, carrying 220 Cambodians, have 
reached its shores. Australia is said to be 
near a deal with Cambodia to send them, 
and any who follow, quickly back home. 








choice courtesy of a UN peacekeeping 
force, have begun to realise that the UN 
may not be up to carrying the shotgun. A 
peacekeeping force is not a counter-insur- 
gency outfit, but that is what would be 
needed to enforce an agreement that did 
not have the full backing of all interested 
parties. Besides, who is kidding whom 
about the West's willingness to pay for all 
this? The best guess is that a two-year pro- 
gramme would cost $1.5 billion, more 
than Cambodia's annual GNP. 

The real hope for Cambodia—if there 
is any—lies with the main backers of the 
two most powerful factions: the Vietnam- 
ese, who support Mr Hun Sen's govern- 
ment in Phnom Penh; and the Chinese, 
who bankroll the Khmers Rouges. Some 
people thought the four-day visit by Mr 
Xu Duxin, China's senior Indochina spe- 
cialist, to Hanoi earlier this month might 
lead to a breakthrough. It showed instead 
just how tenacious the two are—China in- 
sisting that Mr Hun Sen be turfed out of 
power, Vietnam that he stay. 

The Chinese protest that they cannot 
control the Khmers Rouges anyway. They 
are brainwashed. not to trust anyone, not 
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Mr Thorvald Stoltenberg, the uN High 


Commissioner for Refugees, has been visite ~ 


ing first-asylum countries to try to stop 
things getting worse before next month's 
meeting. One idea likely to come up in Ge- 
neva is the possibility of finding’a place, per- 
haps a Pacific island, where all who do not 
qualify.as refugees could go while it is de- 
cided what to do with them. But such a cen- 
tre might only encourage more people to 
take to the boats. A Pacific island might not 
sound:too bad for those aching to get away 
from Vietnam or Cambodia. 





even their own parents, let alone China. 
Maybe so, but China can stop arming 
them. It has shown no inclination to. Ear- 
lier this month the Chinese ambassador 
to Japan hauled Prince Norodom Siha- 
nouk over the coals for signing an agree- 
ment at the Tokyo talks on Cambodia 
that disadvantaged the Khmers Rouges. 
The prince promptly reneged on the deal. _ 
Vietnam, for its part, refuses to yield . 
on its stand that any UN administration 
should work through Mr Hun Sen's gov- 
ernment, not replace it. Vietnam has been 
cracking down on liberals. It seems that 


when Mr Heng Samrin, Cambodia's head 
of state, visited Hanoi last month he was 


advised to do the same. 

Soon after, Mr Ung Phan, Cambodia’s 
minister of communications, was arrested 
together with three senior officials and 
two army officers for trying to form a po- 
litical party. On June 20th the govern- 
ment said it had foiled a plot to overthrow 


it. Mr Khieu Kanrith, the editor of Cam- * | 





bodia's leading newspaper, is believed to 
have been sacked. Mr Kanrith is a close 
ally of Mr Hun Sen, who has voiced sup- 
port for reform. Even his future is now in 
doubt. 

And Cambodia's? For 20 years the real 
contenders for power there have been two 
lots of communists. They still are. 
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ATLANTA ` 


Reconstruction, part two- 





For: a hundred years after the civil war the South voted Democratic. Now it 


is increasingly epublican 
| N THE Reconstruction period immedi- 
ately after the civil war, Republican legis- 
 latures, often black-dominated, ran much of 
the South. When Congress handed power 
back to the states, these legislatures were 
kly turfed out. The Democratic party 
came to dominate the old Confederacy. A 
scattering of poor white mountain-dwellers 
joined blacks in supporting the Republican 
‘party, but the blacks were soon disfran- 
‘chised. Proof of the one-party hegemony: 
until 1962 turn-out was usually higher in 
Democratic primaries than in general 

elections. 

Today the South’s voting pattern in 
presidential, elections has. been. reversed. 
~The 11 states of the former Confederacy 
give Republicans among their biggest major- 
“ities in’ presidential elections. Democrats 
can rely only on.support that was once Re- 
publican: a near-unanimous black vote. 

The reversal is not, however, complete. 
Below the presidential level the Republicans 
now regularly pick up some governorships 
and Senate seats. But Democrats hold two 
An every three southern seats in the House of 
. Representatives. And they control every 


stare legislature. Understanding the South's -o 


= wote psephology is crucial to deciding 
whether the Republicans can become Amer- 
ica's natural majority party. - 


Until recently it. was true, in the toads 


‘ofan historian, V. O. Key, that “the politics 


-ofthe South revolves around the position of. 


-the Negro.” Truman's flirtation with black 
Civil rights had led segregationists to back 
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the 1948 states-rights candidacy of Gover- 
nor Strom Thurmond of South Carolina. 
By 1964 Senator Thurmond, as he had be- 
come, had switched to the Republicans to 
help the Goldwater campaign sweep the 
Deep South (Louisiana, Mississippi, Ala- 
bama, Georgia and South Carolina)-—but 
nowhere else—against the pro-civil rights 
Lyndon Johnson. Except for the Wallace 
campaign in 1968 and.the.post-Watergate 


Carter candidacy in 1976, the South has 


been pretty solidly Republican in presiden- 
tial elections ever since. — 

Yet race was never the whole story; to- 
day, pace Key's glum dictum, race is not 


even the main story. Southern whites are ` 


conservative in other ways. They like de- 
fence spending. They dislike welfare spend- 
ing, gun control, taxes: and anything that 
smells of big government. 

The party switch has ben eased by the 
South's convergence with the rest of the 
country. That has been most obvious in 
Florida, half of whose people were born out- 
side the Tegion (int the ee~ South, nope one 













Merida half e he na- 
tutte around 3 0%. 


ani es 
vent (i beioije cp pattern, 








lican president need not mean psychol 

~ cally abandoning local Democratic incu 
 bents; more often, it can be rationalis 

- the national party abandoning the Sox 
| adopting a northern liberal candidate 
grassroots organisation. This is vital for | 


‘thousands in the South (it is said thar 


fewer than 13% of sheriffs. Few lo 


let down by poor candidates. 


publicans talk gamely of increasing their.à 


gradually. 


‘missed its chance to mop up disa 


Republican 





Democrats also have a century's lead 


level elected positions, of which there 



































some Texan courts the only unelectec 
son is the defendant). Mr Hastings Wym 
editor of Southern Political Report, no 
that though the Republicans now have 
of southern state-legislative seats, they: 


post-holders means few good candidat 
higher posts. Republicans on the verge c 
breakthrough in the South have often be 


























The black vote is another obstacle R 





peal, especially now President Bush is pop 
lar among blacks, but it will happen on 
Blacks make up nearly 30 
Mississippi's electorate, about a quarter of 
the rest of the Deep South, and 1596 in 
peripheral South. Arithmetically this means 
that, with a good black turn-out, Democrat 
heed just over two-fifths of the white ot 
{less in the Deep South) to win. i 
Against this, the Republicans have pe 
suaded many Democratic office-holders 
switch parties. In the past year some 200, i 
cluding a handful of congressmen, A 
done so, most conspicuously in Missi 
and Florida. But now that many cons 
tive "boll-weevil" Democrats have m 
most future Republican gains will probab 
have to come at the ballot box. Mr. K 
Phillips, who in 1968 forecast an emer 
Republican. majority, thinks the. pa 








Democrats in the 1970s, partly: because 
the disarray of Watergate. 

The Democrats have tried to. slow 
momentum. . They » 
minimised Republican presidential- cc 
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tails by moving all southern governors' races 
except North Carolina's to off-years. Their 
boundary-drawing skills are unmatched, 
which is why they hold all eight congres- 
sional seats the South gained after the 1980 
census. But their efforts to nominate a con- 
servative southern Democrat for president 
have consumed much energy with little re- 
sult. Super-Tuesday, a day of presidential 
primaries held across the South on the same 
date, did little to help southern candidates. 

No two southern states are alike. But 
Georgia is a good paradigm. lt is one of two 


Apostate Thurmond, true believer Gingrich 


states (Mississippi is the other) not 
to have elected a Republican gover- 
nor since Reconstruction. Only one 
of its ten congressmen is Republi- 
can: Mr Newt Gingrich, the party's 
whip. 

Mr Gingrich eagerly campaigns, 
helped by a think-tank in Alabama, 
to design policies to increase the Re- 
publicans’ appeal to southern vot- 
ers. Holding the line against him are 
old-style Democrats like Georgia's 
House Speaker, Mr Tom Murphy, a 
"yellow-dog" Democrat who is 
nonetheless suspected of not voting for Mr 
Michael Dukakis in 1988, and Senator Sam 
Nunn, the Democrats’ favourite moderate. 

If a Democratic senator or state legisla- 
tor looks, votes and quacks like a Republi- 
can, then why does the conservative south- 
ern voter need to switch allegiance? Call it 
the southern duck test. Mr Gingrich et al 
will try to persuade southern voters that 
Democrats are not ducks, but liberals. By 
the time they succeed, Georgia could be full 
of yellow-duck Republicans—unless south- 
ern voters themselves become liberals. 








Nelson Mandela 


A lion come among them 


WASHINGTON, DC 


66T T WILL be", says one black commenta- 

tor of Mr Nelson Mandela's visit to 
America, which started in New York on 
June 20th, "as if Dr King was alive again." 
Mr Mandela's eight-city tour, which will in- 
clude a meeting with President George Bush 
and an address to both houses of Congress, 
has taken on the trappings of a visit by 
someone who may be less than a head of 
state but is at the same time much more. 
The dignity, grace and absence of rancour 
that Mr Mandela has demonstrated since 
his release earlier this year from 27 years of 
imprisonment in South Africa have made 
him, in advance, an authentic hero. 

A sign of this can be found in the silence 
of the administration on the question of 
sanctions against South Afríca. Those sanc- 
tions were imposed by Congress in 1986, in 
the teeth of opposition from President Rea- 
gan. Though President Bush recently spoke 
of his desire to find a way of thanking Presi- 
dent F.W. de Klerk for his reforms—mean- 
ing probably that the administration feels 
the conditions imposed for lifting sanctions 
may soon be met—nobody in the adminis- 
tration has been crass enough to call for 
their removal. 

There have been only a few jarring notes 
of dissent to the general welcome given to 
Mr Mandela. In a critical editorial, the Wall 
Street Journal noted Mr Mandela's words of 
support for that trio of its bétes noires, Mr 
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Yasser Arafat, Mr Fidel Castro and Mr 
Moammar Qaddafi. And the Heritage 
Foundation gave warning that “Americans 
have reasons to be sceptical of Mandela" 
(though it also said that “‘as a leader in the 
fight against oppression in South Africa" he 





1, too, have a dream 


should be welcomed). Meanwhile, a delega- 
tion of American Jews has been trying be- 
fore he arrived to persuade Mr Mandela to 
soften his line on Israel in order to head off 
Jewish demonstrations against him in New 
York. 

Yet the hero’s welcome that Mr Man- 
dela will receive, above all from black Amer- 
ica, does not mean that his approach will be 
familiar. In a perceptive article in the Wash- 
ington Post, Mr Juan Williams, a respected 
black reporter, noted how different Mr 
Mandela's low-key, lawyerly, almost pedan- 
tic style is from the emotional, preacher-like 
cadences of many black American 
politicians. 

Mr Mandela was imprisoned when 
black America’s own battle for civil rights 
was far from won. His intellectual roots, like 
any South African of his generation, draw 
more deeply from the British anti-colonial 
movement in the 1950s than from Ameri- 
ca's civil-rights struggle. Indeed, with: — : 
rare exceptions, it was only in the 1*ous, 
and above all with the fight to impose sanc- 
tions, that black American politicians start- 
ed to draw parallels between their own fight 
and that of black South Africans. 

In some ways, black Americans have a 
depressing message for Mr Mandela. What 
they already have—legal equality, little pub- 
lic prejudice and some policies of official 
positive discrimination—is for him a distant 
dream. Yet many of the black leaders he will 
meet are angry. And America's black popu- 
lation is disproportionately poor. 

So, curiously, it is America's blacks who 
will be looking to Mr Mandela for inspira- 
tion, not the reverse. They will welcome Mr 
Mandela with the same kind of pride that 
Polish-Americans reserved for the visit last 
year of Mr Lech Walesa. Few imagine that 
Mr Mandela will address the domestic black 
condition while in America (his main busi- 
ness will be raising money for the Africon 
National Congress). But his presenc  . 
America carries the palpable hope that he 
can act as a symbol for black America at a 
time when it needs one. 

For these are confusing racial times in 
America. Much is not what it seems. Take 
the far from trivial case of rap, the black pop 
music that is in the news because of the ob- 
scenity charge against a Florida band called 
2 Live Crew. It is hard to find a white liberal 
commentator who (even as he deprecates 
the obscenity charge) defends the band's vi- 
olently- and sexually-explicit lyrics. Yet rap 
is now the music of choice of many white 
kids in the suburbs as much as of black kids 
in the city; black rap artists are being signed 
up to advertise consumer products to white 
audiences. 

If music sends confusing signals, how 
much more so does the state of black poli- 
tics. Just as Mr Mandela will hear from many 
blacks that Martin Luther King's integra- 
tionist dream has not died, so he will meet 
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others who argue for a retreat into some- 
thing like black separatism. He will be told 
of those in Milwaukee who say they intend 
to give rebirth to the Black Panthers, and of 
the black boycotts in New York of Korean 
supermarkets. He may even hear—in a chill- 
ing echo of South Africa—that some of 
those breaking the boycotts have been 
threatened with "necklacing". 

If Mr Mandela's presence is to have a 
unifying influence on black America, it may 

in the message of tolerance he has 
preached since he was released. “Godlike” is 
how one on Capitol Hill unashamedly de- 
scribed his ability to forgive and to reach out 
to white South Africans. He has forgiven 
Americans too; his reaction to revelations 
that the CIA may have helped the South Af 
rican government arrest him is said to have 
been: "Let bygones be bygones." Race rela- 
tions in America needs such a dose of 
! ance 


Yet Mr Mandela's visit also carries risks. 
Already there is talk that some black Ameri- 
can politicians are squabbling over their ac- 
cess to Mr Mandela. The group photo- 
graphs of his visit will repay careful 
attention: will Jesse Jackson get in all of 
them? 

Above all, there is the risk that events in 
South Africa could go terribly wrong. As 
the Washington Post splashed front-page 
stories this week of black-on-black violence 
in Natal, and the Wall Street Journal ran 
stories of Afrikaners prepared to kill rather 
than see black majority. rule, Americans 
could recognise that Mr Mandela's task has 
just begun. However tiring the next ten days 
may be for a man who is 72 next month, 
being a hero in America is child's play com- 
pared with helping to craft a prosperous, 
black-ruled South Africa, and to do it with- 
out bloodshed. 





Acting up wins results—and enemies 


SAN FRANCISCO 


HE aps Coalition To Unleash Power 

(ACT UP) knows how to put on a good 
demonstration. Lots of people, ranging 
from those in ripped denim and "Td 
rather be smashing the patriarchy" T- 
shirts to those in smart suits; a good set of 
slogans and placards; some non-violent 
civil disobedience; anger and excitement. 
And a lot of journalists to report it all. 
The formula has already helped bring 
about changes in the way America deals 
with AIDS. This week, at the sixth annual 
international AIDS conference in San 
Francisco, it may bring about more—or it 
may throw away gains already made. 

ACT UP was started in March 1987, in 
"sponse to a speech given in New York 

y Mr Larry Kramer, a playwright and po- 
 lemicist whose diatribes on AIDS have 
done much to spur attempts to deal with 
the disease. The organisation is amor- 
phous, or perhaps polymorphous—a dis- 
trust of hierarchies means that almost ev- 
ery decision is agreed on by general 
meetings—but also effective. 

Its philosophy is that of the conspiracy 
theory: it believes officialdom, out of prej- 
udice, is determined to prevent drugs 
reaching those with the virus. Others 
might see red tape and incompetence 
rather than plot. ACT UP's most visible ac- 
tivity is "zapping" those it sees as the ene- 
my with loud, public protests. The Food 
and Drug Administration, the National 
Institutes of Health and the Roman Cath- 
olic church have all been zapped on the 
grounds that they have slowed attempts to 

| treat the disease and prevent its spread. 
| ACT UP's treatment and data commit- 
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tee has developed impressive expertise on 
the numerous drugs that may have some 
effect on AIDS, and the ways in which 
those effects could be tested. The fact that 
experimental drugs are now far more 
widely available in America than was con- 
ceivable three years ago owes much to ACT 
UP's well-briefed stroppiness. The recent 
cuts in the price of AzT, the only licensed 
drug which slows down the AIDS virus, 
may well have something to do with ACT 
UP's campaign against its manufacturers, 
Burroughs Wellcome. 

From New York, where it carries a lot 
of weight, ACT UP has spread to roughly 60 
cities around America, and a handful else- 


where. Most of its members are homosex- 





Against the conspiracy 
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New civil war 


WASHINGTON, DC 


AVING over half of Northern Virginia 

was easy because few people lived there. 
Paving over the second half will be harder, 
because the millions who live on the paved 
bit want to keep the rest unpaved. On and 
around the site of two battles of Manassas, 
the armies of developers and conservation- 
ists are gathering for a new fight: plans for a 
second bypass round Washington. 

There has been talk of an outer beltway 
for 40 years, talk that grows every time the 
rush-hour traffic on the existing beltway 
grinds to a halt. Traffic over the beltway’s 
two bridges across the Potomac is already 
5096 above their design limit. In the next 30 
years through-traffic in the Washington area 





ual men, but there are also lesbians and 
some heterosexuals. In San Francisco the 
radicals have gone beyond the zapping of 
mayors and drug companies; last year they 
arranged a blockade of the Golden Gate 
bridge and disruption of a gala evening at 
the city opera house. Those were 
organised by a smaller. group, Stop AIDS 
Now Or Else: but the memberships of the 
two groups overlap a fair bit, as do their | 
philosophies. 

The arrival of the 9,000 delegates to | 
the AIDS conference, and their attendant | 
journalists, allows new possibilities for dis- | 
ruption and publicity. Members of ACT UP 
New York will be taking part in the con- 
ference proceedings; the other ACT UP | 
groups are boycotting them in protest | 
over America's immigration policies, | 
which can prevent people infected with | 
the AIDS virus from entering the country. | 
The same issue has led to an international | 
boycott of the conference by, among oth- | 
ers, France, Britain, and the International 
Red Cross-Red Crescent. But the non- 
New York AcT UP groups, as well as the 
New Yorkers, will still make their prés- | 
ence felt, by way of disruptions. | 

at sort of disruption is not yet | 
clear. Mr Kramer, never a man for tem- | 
perance, has said that it is time for AIDS | 
activists to riot, and that the conference 
would be a good place to start. ACT UP's | 
co-ordinators repudiate this, pointingtoa | 
proud record of non-violence that they | 
are adamant shall not now be blemished. | 
This time, even non-violent protest could | 
irritate delegates, many of whom are 
broadly sympathetic to the organisation's 
aims and some of whom have Aips. But 
then upsetting people has always been | 
ACT UP's stock in trade and, until now, it 


has served it well. | 
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expected to double. The local T M 
ill also rise by 2596 to morethan 7m. 
`A new report jointly commissioned: by 
tates of Maryland and Virginia has had 
predictably dusty response from middle- 
as suburbanites who moved out of Wash- 
gton for-tural peace. Their hostility is not 
th to the new roads as to the develop- 
ment the roads would bring. Since Dulles 
irport was built 30 years ago, the road from 








ounty, has become littered with shopping 
alls, offices and houses. 
: Would the outer beltway inevitably lead 
more of the same? Its advocates argue that 
imit on the number of interchanges would 
nsure that the roads serve only to relieve 
e existing beltway, not encourage develop- 


" happened to Fairfax county—in 
hbouring. Loudoun county, bumper 
ers read: “Don’t Fairfax Loudoun”. 


manipulate local democracy. In 1987 
voters overwhelmingly elected an’ 
velopment list headed by Mrs Au- 
y : Moore to their board of supervisors (lo- 
council). The board. swiftly fulfilled its 
te by adopting a “downzoning” plan 
cut back the amount of land previously 
eed. for development. The «developers 
| via In March Virginia's legislature, 
king : Hoe d ly-used ponen of v state 























oth h he ales of he outer uir ai were 
'uilt, the cost in today’s prices is con- 
vative y put at $3 billion. Virginia and 
ryland. hope the federal government will 

"here is another possibil- 





ashinpton, across what was rural Fairfax - 


. Locals are sceptical. They have seen’ 


Residents have also seen how develop- i 


E eltway: go private. The. 


port and Leesburg, à distance of 15 tiles, by 


| the Toll Road Corporation of Virginia. The 


TRC is also interested in toll bridges, which 


could include an enlargement of the two ex- 


isting beltway bridges. An outer beltway 


would be a much bigger project. But if local: 


opposition to new roads could be overcome, 
it would not be surprising if che builder were 
private not public. 


Foreign aid © 


Warm- -war trouble 


WASHINGTON, DC 


CHE ending of the cold war has compli- 
cated the slicing of America’s foreign- 
aid pie. The administration wrestles with 
the question of supporting its friends in the 
Soviet Union with hard cash. And Congress 
is suggesting that the reduction in world ten- 
sion should be a reason for cutting back mil- 
itary aid to some of America’s protégés. — 
The congressional fight is led by Mr Da- 


vid Obey, the chairman of the House of 


Representatives's subcommittee that appro- 
priates foreign aid. One of Mr Obey's sug- 
gestions is a perennial: he has long urged 
commercial banks to do more to lighten the 
debt burden of the developing world (and 
now in new democracies, such as Poland). 
This year -he has proposed stopping new 
American money for the World Bank, in the 
hope that this would press the administra- 


pal EE EE REEL ADEM COEUR shore SEEN eim t PEE rH tei MESE CU Vv Mee e OC MH EUN teta Leu UH REESE verre re Ene n E Tan TAIT 


| Party time 


T THE Rein T the savings and loan 
. debacle is intemperance. Amid the 
rubble of insolvent thrifts, federal exam- 
iners have found overpriced att works, 
exotic animals, uncollateralised insider 
loans, and in ‘one case, financing for 
| brapeh offices on the moon. - 
| But none flew so high as Mr Don 
ixon, the owner of the Vernon Savings 
& Loan Association. Last week a federal 
| grand j jury capped a 42-month investiga- 
tion by indicting Mr Dixon on misuse of 
“his depositors’ money... . 
| =. Vernon was a sleepy, 
a when Mr Dixon acquired i it in 1982. By 
ing consumer accounts and going 
for brokered deposits, Mr Dixon 
orm ed Vernon into a $1.7 billion 
in two. years. Mr Dixon and his 
ana, had a $2m estate ineSolana 
ach,. California, private jets and a 
ya hë : Mrs Dixon flew her girlfriends on 
. the corporate jet to Europe Tor brunch 
and sopping. "ees 
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debt. Since this i is little more than a passing — 
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faces up to 190 years in prison and $9. 5m. 





manoeuvre, the World Bank is relaxed. 

Some of Mr Obey's other ideas may get 
further. He has proposed reducing military 
assistance to other countries by $500m from 
the $4.8 billion sought by President Bush. 
But since he would protect the $3.1 billion 
destined for Israel and Egypt, this would 
mean huge cuts in military assistance for ev- 
eryone else. Mr Obey wants to put the 
money saved to use in Africa, refugee pro- 
grammes and Eastern Europe. : 

This last point is also on the administra- 
tion’s mind as it prepares for next month’s | 
economic summit of the seven leading in- 
dustrial countries at Houston. Both Mr 
Helmut Kohl, West Germany’s chancellor, 
and France's President Francois: Mitterrand 
have indicated that they would like the 
Houston meeting to consider aid to the So-. 
viet Union. And there have been repote 
from Europe that America might be — . 
considering its own position, which has. 
hitherto been that economic assistance was 
pointless until there was evidence of real 
economic reform in the Soviet Union. In 
fact, though several options are circulating 
in the State Departmerit, nothing has yet 
gone to Mr Bush for decision. 

A change of heart would leave Britain 
exposed at Houston. The day that reports of 
an American rethink began to circulate, Mr - 
Francis Maude, a British Foreign Office 
minister, was reasserting his government's 
hard line before a Washington audience. 








One of the charges against Mr Dixon | 
is that in March 1985 he rounded ur 
topless dancers from bars in Dallas arx 
flew them to Solana Beach for a yacht | 
trip with Vernon executives and guests, || 
including Mr Linton Bowman, who at 
the time was the Texas savings and loan, 
commissioner. That party was such a 
smash, he had another in June. —— 

When Vernon closed in 1987, 9096 of 
its loans—worth $1.3 billion—were use- 
less. In a separate civil suit to be tried in 
September, the federal government ac- 
cuses Mr Dixon and six associates of 
"looting" the thrift and seeks $540m i in 
damages. | | 

Vernon's former. chairman and chief H 
executive, Mr Woody Lemons, was con- 
victed in a federal court in April for his 
part in the rise and fall of Vernon, and - 


sentenced to 30 years in prison and fined 
$200,000. If found guilty, Mr Dixon. 









in fines on 38 criminal c counts =; 
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^ HE caval andwa ion that S vept “shrotigh Euro- 
. pean politics in the. 1980s. fus trundled. into Washington. 
Polls show that the environment now rivals crime and drugs for 
the top spot in public concern. Politicians are reacting by lying 
"down in front of the bandwagon (Mr John Sununu, chief of 
»staff), jumping on. and reaching for the brake (President George 
. Bush) or jumping on and reaching for the throttle. 

Nobody is opening the throttle more enthusiastically than 
Senator Albert Gore of Tennessee. Within four months of the 
end of the 1988 election he had been to Antarctica to see the 
hole in the ozone layer and up the Amazon to see the hole in the 
rain forest. He set out, ín characteristically thorough fashion, to 
teach himself about global climate | 
change—though i in fairness he had al- 

: ways taken it.rhore seriously than had 
: most of his colleagues. On Capitol Hill 
he is now the chief rent-a-quote alarm- 
[e ist on the subject. M E 
~~ Herecognises that the central bat- | 
c of global warming is the 
question of where the burden of proof - 
. Hes. To the chicken-and-egg problem - 
“o of proving the causal link between car- 
= bon dioxide and global warmingin | 
< the past, he replies that it is “uč < 
-: terly unconscionable for us to T ; 
|| sume that the burden of proof” lies 4 
^ with. the alarmists—to assume that |; 
BS doubling atmospheric carbon dioxide 
- is harmless until proved otherwise. 

Mr Gore has a good brain, and | |. , 
«< unlike many politicians lie fills it with ™ 
` -substance rather, than. how to look 
] good on television saying nothing. lt is - 
Jie certainly rare to meet a senator who — ^ 
| can use his watchstrap to demonstrate © 
the concept of strange attractors in 
^. chaos theory to bolster his argument © 
~ that sudden climate change i is possible. DE 
.* Knowing so much science will help, if 
only because Mr Sununu's main — 
weapon against alarmists is to blind b 
. them with science (he was once a pte B 
_ fessor of engineering). 




































































From greenhouse to White House? , 
But let nobody doubt. that Mr Gore's 
agenda is headed by the presidency. i 
-Nò Democrat looks, on paper or in ^ 
"person, so presidential as Mr. Gore. He is younger and 
 handsomer than Dan Quayle, a southerner, and his trial candi- 
. dacy of 1988 went rather well—except at the end, when he irri- 
“tated everybody in the New York primary. In person he oozes 
. quasi-presidential dignity so much ane it has already turned 
plain pompous. ©; 
-.. .Qan he get to the W lii House on thé global-warming band- 
i wagon? It is clearly a good issue for a political opportunist, if only 
«because the public is'almost all on the side of the alarmists. He 
can blast the administration. with impunity (“shortsighted and 
: just Plain outrageous" he called it in May) and be sure of plenty 
‘of sympathetic coverage in the press without alienating any big 
Akewise, a decade, ago, he hose arms control às 
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his special subject (who's against that?) and made himself one of 
the few congressmen who understood throw-weights and win- 
dows of vulnerability. Not for him the minefields of fiscal or so- 
cial policy. 

Getting on the right side of a green electorate i is not hard. 
Staying there is. As Mr Bush has found this year, the brownie 
points you.win by proposing legislation such as the clean-air bill 
are quickly lost the moment you begin to modify it to get it 
passed. Environmental pressure groups are not interested. in 
compromise. 

Moreover, it is still an untested diss T PE will 
ever turn on an environmental issue. Greenery is a luxury of 
good times, quickly forgotten in reces- 
sions or wars. Even though the current 
obsession with global 
erupted in the hot summer of 1988, 
the election that year turned on flag: 
and taxes, not melting ice caps. 

Mr Gore does not see it that way. 
He believes climate change will “trans- 
form politics". What he seems to mean 
is that some sort of co-operative spirit 
of self-sacrifice will become typical in 
future electorates faced with looming 
catastrophe. He sees "an increasing 
constituency for a common effort to 
save the global environment", and 





chlorofluorocarbons as the prototype. 
This is surely utopian. CFCs are in- 
essential chemicals produced by a few 
big western chemical companies. The 
creation of carbon dioxide in lungs, 
turbines, engines and furnaces isiwhat 
fuels economic growth. To cut it will 
undoubtedly require energy taxes of 
painful size. Despite California’s re- 
cent vote for a petrol-tax increase, 
there is little evidence yet that voters 
will take kindly to heavy taxes on en 
ergy. Mr Gore emphatically denie. 
that growth need be hurt by the sort of 
reductions he talks about (50% in to- 
tal greenhouse gases by 2010, or 20% 


reductions can come from increasing 


to adopt a star-wars-style "strategic 
environment initiative", through 
which fortunes would accrue from the sale of energy-efficient 
technologies based on microprocessors or solar power to the 
third world. 

In any case, say the opinion polls, by two to one Americans 
would put environmental protection above economic growth. 
Really? The chances of such idealism. surviving the first whiff of 
recession are not good. Los Angeles, in it 
has achieved little by appealing to people's altruism. It has done 
better by banning barbecues. Rhetoric about a global emergéncy 
notwithstanding, climatic change is probably never going to 










manifest itself unambiguously and urgently enough to mak ec | 


torates. altruistic. It will be politics as- usual, ‘whic! omea 
organised self-interest. a 


points to the Montreal protocol on: 


in carbon dioxide). He believes all the . 


energy efficiency. He wants America - 


ts battle against smog, 
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When the talking had to stop 


FULL-STOP, say the Arabs. A semi- 

colon, say the Israelis. In their different 
ways, the parties'to the Arab-Israeli conflict 
are trying to work out what the emergence 
of Israel’s new government, and America’s 
decision to suspend talks with the Palestine 
Liberation Organisation, will mean for 
peace moves in the Middle East. 

Mr James Baker, the American secretary 
of state, has left no doubt about his low 
opinion of Mr. Yitzhak Shamir, Israel's 
prime minister. “When you're serious about 
e, call us," he told Israel during a now- 
ous hearing in Congress on June 13th. 
President Bush followed up with a letter urg- 
ing ‘Mr Shamir to press ahead towards talks 
with the Palestinians. “We aren’t going to 
pick up our marbles and go home,” the pres- 
ident said in a newspaper interview. 

But, in the end, being cross with Israel 
did not mean that the United States could 
overlook last month's attempted raid on Is- 
rael's beaches by 16 gunmen of the Palestine 
Liberation Front, one of the PLO's smaller 
and wilder factions. The Americans started 
talking to the PLO 18 months ago on the 
strict understanding that the Palestinians 
had turned away from terrorism. The beach 
raid showed that some of them had not. On 
June 20th, during a visit to Alabama, Mr 
Bush therefore announced that the talks 
were being suspended "pending a satisfac- 
tory response from the PLO of steps it is tak- 
ing to resolve problems associated with the 
recent acts of terrorism”. 






To resume the dialogue, $ay the Ameri- 
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cans, Mr Arafat will have to condemn the 
raid and punish Mr Mahmoud Abbas, the 
man who organised it but who still sits defi- 
antly on the PLO's executive committee. In a 
last-minute effort to keep its American con- 
nection alive, the PLO had said that it did not 
support actions aimed at civilians. On June 
18th it took a half-step further, by setting up 
an inquiry to see whether civilians were in- 
deed the target of the PLF attack. Mr Bush 
wants something firmer than that. But to 
punish Mr Abbas on American instructions 
would strike many of Mr Arafat's men as a 
humiliation. They already resent the United 
States for having given too little in return 
for what Palestinians felt was a historic deci- 
sion to recognise Israel and settle for a mini- 
Palestine in the West Bank and Gaza. 


Life after the dialogue 


With the pio banished, must peace moves 
stop? Mr Shamir, unsurprisingly, says not. 
Plenty can be done, he argues, now that the 
Americans once again see the PLO in its true 
terrorist colours. For example, the Israelis 
can talk to non-PLO Palestinians from the oc- 
cupied territories, or concentrate on getting 
talks going with:neighbouring Arab states. 
Hence his invitation, a few days before Mr 
Bush's announcement, to Syria's President 
Hafez Assad to visit Israel for peace talks 
"without preconditions”. 

These are fine words; but even the un- 
flappable.Mr Shamir would be astounded if 


any Arabs took them seriously. There is no 


evidence whatever that any Palestinians of 





note in the occupied West Bank and Gaza 
are willing to bypass the PLO to talk to Israel. 
In principle, Israel stands by its offer to hold 
elections in the occupied territories, so that 
the Palestinians can elect a local leadership. 
In practice, while the uprising continues, no 
election is feasible without the say-so of the 
intifada's underground leaders, who con- 
tinue to stand solidly behind the PLO. 

As for the Arab states, far from setting 
off to Jerusalem in response to Mr Shamir's 
invitations, they are denouncing Israel's 
new government in increasingly fiery lan- 
guage. Jordan calls it "a harbinger of dan- 
ger” and Syria accuses it of "beating the war 
drums". From farther afield President 
Saddam Hussein of lraq has repeated his 
threat to use chemical weapons if Israel at- 
tacks an Arab country. Libya's Colonel 
Moammar Qaddafi has meanwhile called on 
the Arabs to acquire nuclear weapons as 
quickly as possible, amid reports that Libya 
is building another factory to make chemical 
weapons, this one underground, in addition 
to its existing plant at Rabta. 

[n reading the Arab reaction, it is wise 
to adjust for hyperbole. It is still possible to 
detect, just beneath the surface, an attempt 
to cool passions before the region talks itself 
into fighting a real war, on top of the 
intifada. Thus President Hussein was careful 
to say, in renewing his boast about chemical 
weapons, that he had never threatened to 
use them unless Israel struck first. And on 
June 18th King Hussein appeared to rule out 
the idea of Iraqi or other Arab troops being 
stationed on Jordanian territory, because, 
he frankly admitted, "Israel considers the 
presence of non-Jordanian forces on Jorda- 
nian soil as aggression against it.” 

On the Israeli side, too, the new govern- 
ment seems wary of inflicting further dam- 
age on its relations with the United States. 
Senior ministers talk of expanding Jewish 
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settlement in the occupied territories, but 
insist that they have no plans to encourage 
the settlement there of Soviet emigrants— 
plans that would bring Israel into conflict 
not only with America but also, after a con- 
ference in Jerusalem this week, with a vocal 
minority inside the World Zionist Organisa- 
tion. Mr Shamir's strategy, predicts Mr Joel 
Marcus, one of Israel's wryest columnists, 
will not be to fly into some wild and 
destabilising adventure but to continue to 
do what he does best, which is nothing. 
The question is what the Palestinians 
are supposed to do while Mr Shamir does 


Islam's tide is just a ripple 





nothing. Some Palestinians want Mr Arafat 
to admit that recognising Israel has got him 
nowhere, abandon the peace policy and re- 
sume the "armed struggle" against Israel. If 
those counsels prevail, the PLO will presum- 
ably begin once again to espouse the aim for 
which it was founded, but which Mr Arafat 
had declared “caduc’’ (obsolete), namely 
the elimination of the Jewish state. That 
would take the Middle East straight back to 
the impasse of 18 month ago. 

The European Community hopes it can 
play a small part in keeping Mr Arafat on 
course, perhaps by organising a morale- 


Elections in five Arab countries over seven months have given the im- 


pression of ay stomps democracy and 


tant Islam. Our 


T SEEMS churlish to grumble about 
the alltoo-rare opportunities Arabs 
get to vote. Yet the recent elections in the 
Arab world have been riddled with un- 
democratic anomalies, most of which tend 
to exaggerate the popular appeal of the Is- 
lamic parties. 

Last week’s elections in Tunisia (June 
10th) and Algeria (June 12th) were only at 
the regional and municipal levels. The 
body elected by Kuwaitis (June 10th) was 
not a plenipotentiary parliament but a 
consultative assembly, with 50 elected and 
25 nominated members, which will dis- 
cuss, in private, how a full parliamentary 
body might be elected in 1992. 

No proper opposition parties were al- 
lowed to take part in Jordan’s lower-house 
election (November 1989) or in Kuwait or 
in Syria (June 14th). Instead, the voter was 
confronted with a bewildering array of 
“independents”. This caused some par- 
ties to boycott the elections and many vot- 
ers in some countries to abstain from vot- 
ing. Turnout was 6096 both in Kuwait 
(down from 80% five years ago) and in Al- 
geria; in the Berber area it fell to 16%. In 
Jordan only 3096 bothered to go to the 
polls, overtaken by ballot-fatigue and dis- 
illusion with a process that, in the past, 
produced no real changes. 

In Syria and Tunisia, where turnout 
was said to be high, the results were rigged 
to give the official parties sweeping vic- 
tories. The Syrian regime worked out a 
neat dodge: "parties" were allowed to 
contest two-thirds of the seats—all won 
by the official Baath party and its minus- 
cule allies. The remaining third were re- 
served for "independents", but among 
them were relations of those in power and 
some of the officially recognised smuggler- 
barons. In Kuwait the dodge was in the 
size of the electorate: a mere 62,000 be- 
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the onward march of mili- 


slam correspondent is not convinced 


cause the franchise is limited to those 
males who can provide proof of long-term 
residence. 

In such conditions it proved easy for 
the Islamists to make a good showing. In 
Jordan the Muslim Brothers now have 32 





Choosing in Algeria 


of the 80 seats in parliament, and in Alge- 
ria last week the Islamic Salvation Front 
(FIs) won in the majority of municipalities 
and local councils. But the ris benefited 
from the boycott by the Socialist and Ber- 
ber parties, and Jordan's Muslim Brothers 
from the ban on all other political parties 
imposed by King Hussein since 1957. 
The Islamic parties are good at getting 
their enthusiastic members to vote. This 
means that the votes they gathered in Al- 
geria and Jordan may well reflect their 
maximum strength. Next time they will 


boosting meeting between him and all 12 of 
the Community's foreign ministers. The 
American State Department hopes that Mr 
Arafat can summon up the courage to sack 
Mr Abbas, the man whose recklessness will 
otherwise have wasted months of patient 
Palestinian diplomacy. The leaders of Isra- 
el's Labour party, now in opposition, hope 
that Mr Shamir's government will quickly 
do so much damage that Labour will be able 
to bounce back. By then, however, even if 
there has been no war, it may be a lot harder 
to get back on to the road to peace. 
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probably face more competition. Jordan's 
secular opposition parties are being 
legalised; and in Algeria the parties of Mr 
Hoceine Ait Ahmed and Mr Ahmed Ben 
Bella, both heroes of the liberation strug- 


gle, are unlikely to repeat their mistake o^ 


boycotting the election. 

Egypt’s Muslim Brotherhood domi- 
nates the opposition in Egypt's parlia- 
ment, and has either fared well or won 
outright in nearly every electoral contest 
not subject to government manipulation. 
Egypt' s Medical Association, for example, 
and most university staff and student 
organisations are now controlled by ls- 
lamic groups. Brotherhood spokesmen 
claim they would do just as well in fair na- 
tional elections. 


Islamic chic 

Judging by the abundance of Islamic fare 
in bookshops and on television, and by 
‘the ever-growing mosque crowds, the 
Brotherhood may be right. Signs of creep- 
ing Islamisation abound. Telephone calls 
are now often answered with a cumber- 
some but pious Salaam Aleikum rather 
than the more humdrum Allo. Head- 
scarves, once worn only by the conserva: 
tive few, are now an indispensable part o. 
school attire. Publishers exercise self-cen- 
sorship in fear of angering religious au- 
thorities. More than ever, institutions de- 
fine themselves by religion: in addition to 
Islamic banks there are now self-pro- 
claimed Islamic boutiques, clinics and 
even factories. 

But as the Islamic trend moves further 
into the Egyptian mainstream, it faces new 
challenges. In particular, Islamists must 
satisfy a growing number of enlightened 
Egyptians who want to hear practical an- 
swers and not just slogans. Elsewhere in 
the Arab world, the absence of secular op- 
positions has enabled Islamic parties to 
make do with vague affirmations of faith 
in Koranic values. It seems reasonable to 
suppose that if Arab electors were given a 
half-way credible alternative, funda- 
mentalists would still do well, but would 
not necessarily sweep all before them. 





€—————MMÀ RB T e s T d 


— 


THE ECONOMIST JUNE 23 1990 


"a 


ü.. 


The West Bank 


Black-flag order 


FROM A CORRESPONDENT IN JERUSALEM 
HE intifada, the Palestinian uprising 


against Israel in the West Bank and ` 


Gaza, is 30 months old. Reluctantly, and of- 
ten belatedly, Israel's army is disciplining 
those officers and soldiers who have dis- 
obeyed orders and who, particularly in the 
first chaotic weeks of the intifada, went too 
far in implementing the exhortation of Mr 
Yitzhak Rabin, who was then defence minis- 
ter, to restore order by means of “force, 
might and beatings”. 

e most senior officer to go on trial is 
Colonel Yehuda Meir, the former com- 
mander of Israeli forces in the Nablus region 
of the West Bank. He is beginning his de- 
fence against charges of brutality and caus- 

grievous bodily harm after three months 
w: uearings during which the prosecution 
has laid out its case in a military court. 

The charges against Colonel Meir arise 
from actions carried out in January 1988, a 
few weeks after the beginning of the 
intifada. Israel was under sharp criticism for 
the number of Palestinians who had been 


shot dead during rioting. Mr Rabin there- 


fore issued a call to use clubs rather than 
guns. By the end of January he had clarified 
the order by saying that the army did not 
maintain a policy of "beating for beating’s 
sake", and that clubs should be put away 
once demonstrations had been dispersed 
and the necessary arrests made. The clari- 
fication came too late for Colonel Meir. 

On January 19 and 21 1988, it is alleged, 
. the colonel told his men to round up some 
20 Palestinian youths—wanted by the Israe- 
lis for offences such as incitement and tak- 
ing part in demonstrations—from the vil- 
'-—s of Hawara and Beita, lead them to 

ls nearby, tie their hands and feet, gag 
them with scarves, and beat them until their 
arms and legs were broken. One youth was 
to be spared the broken legs, so that he 
could run back to the village to summon 
medical help. 

Some of Colonel Meir's junior officers 
protested that the orders were immoral, but 
he refused to retract them. The prosecution 
alleges that the colonel told his soldiers the 
jails were full, and that "senior echelons" of 
the army had issued new orders. The sol- 
diers were not to make arrests but to beat 
detainees, break their limbs, and abandon 
them. "I walked round hitting them with my 
weapon," testified a young Israeli sergeant 
who took part in the beatings. "It was an 
outburst of anger and frustration. I had to 
get it out of my system... We left them on 
the ground. They cried out, they wept, they 
howled." | 

Although a military-police investigation 
confirmed that Colonel Meir had issued the 
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Our Mageddon 


WE MOVED Armageddon, the 
fabled battlefield where God’s 


heavenly forces are to defeat the de- 
mon-led forces of evil, in our article, 
“The road to Megiddo”, of May 26th. 
Har Megiddo (the hill of Megiddo) is 


not on Israels coastal plain of 
Sharon. lt is where a strategic pass 
from that plain used to cut through 
the south-eastern tip of the Carmel 
ridge to the plain of Yizreel, thus 
commanding the ancient road from 
Egypt to Galilee, Syria and Mesopota- 
mia. For further reference, see Rev- 
elations xvi, 16. 


bone-breaking orders, the army’s judge-ad- 
vocate-general decided not to court-martial 
the colonel, who was relieved of his com- 
mand and put on paid leave until 1992, 
when he will be eligible for an.army pension. 
But after a petition from the Association of 
Civil Rights, the Israeli High Court called 


INTERNATIONAL 


for a trial before a military court, rejecting 
the army law officer's contention that Colo- 


nel Meir had acted on the basis of “unclear” 


orders from above. "This officer must be 
aware that the morality of the Israel Defence 
Forces forbids such behaviour," the High 
Court said in its ruling. 

The hearings have been most notable so : 
far for the evidence of Major-General Am- 


ram Mitzna, the commander of the West 


Bank at the time of the incidents. "To order.‘ 


soldiers to take people from their homes, far 
from any outbreak of unrest, and then to 
break their arms and legs—over this a black 
flag lies," said the general. The orders he is- 
sued, he stressed, had stated unequivocally 
that protesters and suspects resisting arrest 
could be beaten, but that the blows must . 
stop once the suspect was in custody. The 
general said the colonel's order was repre- 
hensible, and that his junior officers sent to 
carry it out should have realised that it was 
improper and disobeyed him. 

Colonel Meir insists that he was merely 
following orders. “from the political and mil- 
itary echelon". He is sorry only, he says, 
"that I have to fight the institution to which 
I gave the best years of my life." 





Canada 


Cree de coeur 


FROM OUR CANADA CORRESPONDENT 


NANIMITY has become the curse of 

Canada. For Quebec to turn into a 
willing supporter of the constitution it has 
refused to sign for eight years, it was neces- 
sary for all ten provinces to ratify the Meech 
Lake amendments. Until the final hours be- 
fore the Meech Lake accord was due to ex- 
pire on June 23rd, it was uncertain whether 


the last two legislatures, those of Newfound- 
land and Manitoba, would vote to ratify it. 





OTTAWA 


In Manitoba a single assembly member, Mr 
Elijah Harper, shrewdly used procedural. 
rules to delay public hearings and the rati- 
fication debate for more than a week. 

Mr Harper, who is a Cree Indian chief, ' 
has his own reasons for wanting to kill the 
accord, and it seems that a high proportion 
of Canada's 350,000 native people share 
them. In a mass filibuster nearly 2,000 of 
them applied to speak at the public hearings- 
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Manitoba held this week. 

Canada’s native people did fairly well 
out of the 1982 constitution. It recognised 
aboriginal and treaty rights, gave Indian 
women equality with their menfolk, and 
awarded a British Columbia tribe special 
fishing rights. But four subsequent confer- 
ences with provincial premiers, called to 
flesh out aboriginal rights and plan self-gov- 
ernment for Canada's 590 different Indian 
bands, all failed, in part through Quebec's 
absence. Now the Indian leaders have seen 
Quebec being recognised as “a distinct soci- 
ety” in Meech Lake, and themselves ig- 
nored. In every province they have ap- 
plauded Mr Harper's stand. 

Extensive land claims are close to final 
settlement in the Yukon and the Northwest 
Territories, where few non-natives live. The 
provinces are another matter, and native 
leaders fear their natural resources are being 
plundered. A single forestry company has 
been given logging rights to one-fifth of 
Manitoba. One of Mr Harper’s prominent 
supporters is Chief Louis Stevenson, who 
claims his 3,000-strong Peguis band was 
swindled out of fertile land, and now lives 
on a Manitoba reserve subject to annual 
flooding. He once invited the South African 
ambassador to witness apartheid in Canada. 

Mr Harper’s Cree cousins in north-west 
Quebec first fought in the courts the prov- 
ince's massive James Bay hydroelectric 
scheme, then accepted a $135m settlement, 
with a promise of self-government and envi- 
ronmental guarantees. Some of Canada’s 
10,000 Cree Indians have prospered with 
their own Air Creebec airline and with 
fibreglass boatbuilding, but much of their 
land is inundated and further stages of the 
James Bay scheme threaten more rivers. 

These grievances were strengthened by 
cuts in native services in recent federal bud- 
gets, including subsidies to the country’s 15 
best native newspapers. The cuts were inter- 
preted as the government's way of squelch- 
ing dissent. Elijah Harper, at the risk of the 
eternal wrath and even separation of Que- 
bec, has found another way of voicing it. 





Argentina 


Marital blitz 


FROM OUR ARGENTINA CORRESPONDENT BUENOS AIRES 


RESIDENT CARLOS MENEM says 

that his marital difficulties are a private 
matter and nothing else. Mrs Zulema Yoma 
de Menem says their disagreements are not 
so much personal as political. Either way, is- 
sues of state have been at stake ever since 
the emperor's wife started telling anyone 
who would listen that she liked neither her 
husband nor his policies. Now, having let 
the marital row drift into an unedifying hag- 
gle over possession of the official residence, 
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Mrs and Mr lenses 


the emperor has hardly any clothes, just 
when he most needs to impress. 

Inflation is increasing again, having 
dropped from a horrendous 96% for March 
alone to 12% in April. Prices rose about 
14% in May, and forecasts for June hover at 
17%. When the Argentine austral slips 
against the American dollar, prices go up; 
they stay up even when the austral subse- 
quently gains. Mr Menem promises immi- 
nent new measures, then announces delays. 
The government prints money to buy dol- 
lars to defend the exchange rate. The dollars 
will not go to service the foreign debt, which 
is some $6 billion in arrears. 

Mr Menem tells his detractors that not 
even Christ worked miracles in economics. 
He asks for two or three years of grace to 
turn the economy around. But Argentines 
have been battered by huge rises in the cost 
of public services and by the imposition of a 
ten-year freeze on their short-term savings 
deposits. They are running out of faith. 

The emergency laws that gave the presi- 
dent wide-ranging economic powers for a 
year begin to expire in August. They were 
meant to herald rapid privatisation of loss- 
making state companies and payroll cuts at 
others. “Industrial promotion” and other 
state subsidies to private industry were sus- 
pended but are now due to be resumed in 
two months’ time, along with equally expen- 
sive tax breaks for exporters. 

So far attempts to privatise have been 
clumsy. Endless changes mean that even the 
officials involved in selling off the truly terri- 
ble state telephone company have lost track 
of the details. Nobody remembered to ask 
the banks that have lent the company 
money to waive its debt guarantees, so that 
the new owners will not have to pick up the 
bill. Bids are about to be opened, amid re- 
ports that at least three out of seven original 
bidders have pulled out. Similar confusion 





surrounds plans to sell off the state-owned 
airline and oil fields, and military holdings 
in petrochemical plants. 

Doubts about Mr Menem's free-market 
policies have never been far below the sur- 
face of his Peronist movement. Now they are 
coming into the open. Formally, the party 
supports the economic strategy, but talk is 
growing of the need for the government to 
rediscover its Peronist principles, by which 
is meant strident nationalism and state con- 
trol of the economy. This is precisely what 
one hardline Peronist of the old-fashioned 
sort, Mrs Menem, asks for while denounc- 
ing widespread corruption among govern- 
ment officials she declines to name. 

Mr Menem promises he will tackle cor- 
ruption, but chides foreign journalists for 
asking "little questions" about everyday po- 
lice abuses which range from never paying 
for a pizza to extortion on a criminal se-la 
and trigger-happiness. Now he has told 
ambassadors to monitor the overseas press 
for signs of a deliberate campaign against 
Argentina. After an unexpectedly strong 
start, Mr Menem is in danger of putting 
rhetoric before remedies, and blaming mes- 
sengers who bring bad news. It’s nothing 
personal, Mr President. 





Venezuela 


Tomorrow they 
will agree 


FROM OUR SPECIAL CORRESPONDENT IN CARACAS 


N FEBRUARY 1989 President Carlos 
Andres Perez raised the price of petrol in 
Venezuela, triggering ferocious riots that 
left nearly 300 people dead. It was a national 
trauma, and helps explain why plans for an- 
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ird ET T D . e Cost-free training. 
tog e Tax credits of $2,500 per job 
. Financing packaging assistance 
SERA Free site information 
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B e $15 billion — | 
» 200 firms from 32 countries. 
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THE MARKETS OF NORTH AND SOUTH AMERICA. 


other rise in petrol prices (still the world's 
cheapest at 25 American cents a gallon) 
were delayed on June 14th after an outbreak 
of demonstrations. But the price of lubri- 
cants rose as promised. By and large, Mr Pe- 
rez is standing by a policy of tough-minded 
economic reform. He admits that the policy 
is unpopular—in the opinion polls his ap- 
proval rating is down to 15%—but insists 
that there is no other way. 

In a previous term as president in the 
1970s Mr Perez helped to mismanage the 
country's oil-fired economy and create a 
bloated private sector. Today he believes in 
privatisation, cuts in subsidies and an econ- 
omy open to foreign investment. The re- 
forms have impressed the International 
Monetary Fund, which is lending Venezuela 
$4.3 billion, and the World Bank, which is 
lending $867m, both over three years. 

Mr Perez's conversion was the product 
of desperation. His predecessor left him only 

Yom in foreign-exchange reserves and a 
nscal deficit that was 9% of GDP. Mr Perez 
responded by floating the exchange rate, re- 
ducing most subsidies—including those on 
petrol, gas and electricity—freeing interest 
rates and bringing the country's sky-high 
tariffs down to an average of 5096, with a 
target of 30% for 1992. Price rises pushed 
inflation to 8096 in 1989. Wages lagged be- 
hind and Gp» fell by 8%. But the fiscal defi- 
cit fell to 1.796 of GDP, and a competitive 
exchange rate stimulated new exports. For- 
eign-exchange reserves have climbed to $3 
billion and inflation has sunk to 2596, with 
further falls in prospect. 

Now the government is planning wide- 
spread privatisations. lt wants to sell the 
telephone company, the ports, and two air- 
lines, Viasa and Aeropostal. Also up for sale 
are a score of state-owned hotels, three 
banks, the Sidor steel plant (which will first 
have to shed 5,000 jobs and a $1.5 billion 
debt), six cement companies and five dairy 

ms. The private electricity company in 
Caracas is to take over the state-run water 
board. The state oil company, PDVSA, which 
is well run, has ambitious plans to expand 
production. 

If reforms have earned Venezuela praise 
abroad, people at home still grumble about 
recession and general social demoralisation. 
The attorney-general, Mr Ramon Escovar, 
caught the popular mood in a report to the 
Supreme Court last week. He lamented the 
collapse of the rule of law, called the plight 
of the hospitals "dramatic" and described 
the prisons as a "national disgrace". Mr Pe- 
rez, in contrast, remains bullish. In the first 
three months of 1990 Venezuela's GDP grew 
by only 0.7596, but he is sure that the lot of 
all citizens will improve if the government 
stays prudently on course. “What you need 
is a lot of patience and a lot of firmness,” he 
says. “Tomorrow they will say they agree 
with us.” 
—————————— eee eee 
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Kenya 


INTERNATIONAL 


Less nice than it used to be 


FROM OUR EAST AFRICA CORRESPONDENT 


T HAS a reputation as a happy exception 

to the mismanagement, cupidity and vio- 
lence that have afflicted much of Africa. But 
Kenya is walking dangerously near to the 
brink of autocracy. President Daniel arap 
Moi has just called an end to a short-lived 
debate on whether his country could afford 
to experiment with multi-party democracy. 
Henceforth, those who threatened unity 
would be hunted down “‘like rats". 

Although it is the only legal party, Mr 
Moi’s Kenya African National Union 
(KANU) is accused of rigging elections, and 
so eliminating the limited choice theoreti- 
cally possible in a cleanly run one-party sys- 
tem. Voters have a choice of candidates, but 
all are from KANU, and Mr Moi has abol- 
ished the secret ballot, so that voters have to 
quetie behind the candidate they support. 
Critics accuse the party of unrestrained cor- 
ruption that becomes the more egregious 
the higher the office-holder. 

The accusations of corruption are 
widely believed, though hard to pin down. 
What nobody can doubt, once they have 
witnessed the puerility that passes for debate 
in Parliament, is that the party has purged 
itself of members with the courage to criti- 
cise. The most recent example was the sack- 
ing of the agriculture minister, Mr Maina 
Wanjigi, and his suspension from KANU for a 
year, for criticising the government's violent 
clearing of illegal shanties in a Nairobi slum 
last month. Hundreds were 
evicted in a pitched battle. A 
leading clergyman says eight 
people died. The government 
says none did. 

This style of government, 
developed and perfected dur- 
ing Mr Moi’s 12-year rule, en- 
sures fulsome displays of loy- 
alty by politicians striving to be 
seen as holier than the Pope. 
Thus when the emancipation 
of Eastern Europe provoked 
calls for similar change in Ke- 
nya, the responses were un- 
surprisingly intemperate. 
Those asking KANU to relin- 
quish its monopoly of power 
were accused of being colonial- 
ists and tribalists working for 
foreign masters. 

Among those so maligned 
was Mr Kenneth Matiba, who 
was a long-serving cabinet min- 
ister until his complaints about [4 
election rigging caused his ex- 
pulsion from the party. His call 
for competitive politics re- 
sulted in party stalwarts saying 





| A 
That's enough debate, says Moi 


NAIROBI 


he should be detained, and in security 
agents following him about Nairobi. On 
June 14th some 15 armed men broke into 
his home outside the capital and asked for 
Mr Matiba by name. He was not home, but 
his wife, daughter and two servants were. 
They were beaten. The thugs curiously took 
only a purse and a cheap necklace. Al- 
though dressed in plainclothes, they ad- 
dressed one another with terms like “corpo- 
ral" and "captain". 

Mr Matiba said it was difficult not to 
link the attack to his public stand. This is, in 
the guarded parlance of Kenyan politics, as 
near to an accusation of government in- 
volvement as is prudent to make. Mr Matiba 
noted unspecified others who had been si- 
lenced, and said he would not be cowed. For 
unspecified others, read the foreign minis- 
ter, Robert Ouko, who was found shot and 
burned in February, and assassinations in 
previous decades that Mr Ouko's death 
brought to mind. 

Although no evidence links the govern- 
ment with the attack on Mr Matiba's farm 
or Mr Ouko's death, both have increased 
tension. The government's room for ma- 
noeuvre is limited. With a trade gap of $1 
billion forecast this year, Kenya cannot af- 
ford any reduction in the $900m of foreign 
aid it has been promised. The promises may 
not be honoured if East Africa's success 
story looks as if it is about to sink. 





41 





 (KAD.P.) 


. PREQUALIFICATION OF WATER BOREHOLE m 
DRILLING CONTRACTORS o 
Ref: Loan No. 2436 UNI 
 LC.B. No. KADP/11 
Date of issue 16/5/90 





» currenci | towards the cost of the Kaduna State Agricultural Development Project and it is intended that part of the proceeds of this lo 
. . eligible payments under the contract(s) for the construction of 400 No. Boreholes to be equipped with hand pumps/ motorise 
ation is open to contractors from eligible source countries as defined under the “Guidelines for Procurement” of the IBRD 









C conditions of the loan | pecs 


e be les will be 1 Orin etn on ier hin Eeuna SE is underlain ae hard crysaline rocks and i it is iere ium actua 
borehole dling will take place at about 500 locations to bring in 400 successful holes. 





! es will i in EE cat be fitted with hand: pumps but what the borehole ETE is high and the population large enough a sebastian 
e, motorised pumps will be installed and overhead tanks erected. 





ntractor(s) will be required to drill and bring to production water supply boreholes complete with casing screen, concrete pump pads and 
he pumps, carry out Geophysical logging of uncased boreholes. Development of boreholes and pump testing will (ao be the responsibility of 
rac orís). Fach borehole shall be deemed complete when all these works have been carried out. 


on works i in Nigeria would be desirable. 


ids wi | , called in uy 1990 or thereabout and the contract x awarded by Sender October [990 and the work is feet INI 


5 i : . reai eligible borehole drilling contractors are TUTTI to collect (personally or through application to undermentioned) the prequalification 
aine questionnaire at no cost from: | 


The Programe Hi 
— Kaduna State Agricultui 
1 Race Course Road, 
P.M.B. 2269, DU 
| Nigeria N 
Telephone: Nigeria. 
Telex: 71622 KADP 





Development Project, 







2-214431/215003 
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tions shall be undertaken fitomptly after the closing date for prequalification. The evaluation will be based on the 

ion and planning, experience (last 5 years) and financial capability to carry out the works. Particular attention will be paid to 

*xperience on similar projects in Nigeria especially under conditions similar to those prevailing in the region of the 
nce 2 of prot osed staff and the quality, quantity, back-up service and status of equipment proposed for the Project. 





ER ify only those i it judges as fi to bid for ihe. contract. 


additional indotmation | to authenticate their claims. This may include detailed financial data duly ud by 
tthe contractor has the necessary financial resources and credit to undertake the Project. — 








ontractor 's facilities and conduct. personal interviews prior to selection of the final list of prequalified 


iC returned by July 16th, 1990, which is the closing date. 


i seh must: also be competent and versátile i in water supply, borehole construction in crystalline terrain and under tropical conditions. 




























a ec ) ee of. Nigeria has said a loan from the International Bank For Reconstruction and EESPERE (IBRD) i in various | 


E ix by. | 
> made only at the request of the Kaduna State Agricultural Development Project and upon tes of the IBRD in accordance with | 





EUROPE 
The man in the 
Moscow street 


FROM OUR MOSCOW CORRESPONDENT 


REAT changes are looming in the So- 

viet Union as its Communist party pre- 
pares for its crucial 28th congress, which is 
due to open on July 2nd. This week a new 
Russian Communist party held its founding 
conference: another forum for criticism of 
Mr Mikhail Gorbachev, and another chal- 
lenge to the country's unity. For good mea- 
e, Uzbekistan has become the latest re- 
public to assert its sovereignty. Mr 
Gorbachev himself hinted that he might 
give up his job as party boss to concentrate 
on the presidency (which could leave him 
with a dangerously narrow power base). lt is 
an exciting, if unsettling, time to be living in 





Table 1 
Are you satisfied with the way the government is handling the economy? 
Fully Partly Partly Fully 
satisfied satisfied dissatisfied unsatisfied 
34 13.9 53.1 
Table 2 


1. Compared with five years ago, do you think that the daily life of you 


and your family has got: 


2. Over the next few years, do you think the daily life of you and your 


. the Soviet Union. 


What does the man in the 
Moscow—or Kiev, or Tallinn— 
street make of it all? For the first 
time, it is now possible to do more 
than just guess at the answer. Un- 
der glasnost Russians have be- 
come inveterate pollsters. A dozen 
polling organisations now exist in 
Moscow alone. Many of their polls 
use only a limited sample, and 
then only among Muscovites. Poll- 
sters justify this by saying that 
what Moscow thinks today, the 
rest of the country will think to- 
morrow (though the. Balts had 
probably thought it yesterday). 
What do the polls tell us? 

Nobody much likes the gov- 
ernment's handling of the econ- 
omy, not even Communist-party 
members. Only 1096 of 5,300 
party members questioned in 
April by the Centre for Sociologi- 
cal Research thought the economy 
was improving. Nearly three-quar- 
ters of people (including non-com- 


family will get. k t people (ir 
Alot —  Alittie No Alte — Ale munists) interviewed by the Insti- 

better? better? difference? worse? — worse? tute of Sociology were either 

Qi ^41 TUTTI] 1 mares, OMIT 278 III 217 TIT partly Or wholly dissatisfied with 
cate SRR SRR | TOE tienen srr _ the government's handling of eco- 
nomic policy (see Table 1); 31% of 
Muscovites thought perestroika 

Table 3 had done more harm than good. 
Opinions Institute of Moscow Higher About half the population 
vein Md mr" Peli** thought that daily life had got 
- May 90 VIE, SE Nov89 — May90 worse under Mr Gorbachev (see 
ie arora Pt O Table 2); few expect things to im- 

aei v earan e d PN A N ae A EE rte GR 2 prove over the next few years. 

MTM ET inue er estin E eui CR So far, so unsurprising. But 
er ne ae so RR 20% 7% — $85 — 328 | the polls do not reveal what kind 
Boris Yeltsin 57 189. 40% 357 393 of economy people do want. The 


* Ranked out of 10. 10 — "a perfect leader", 1 = someone who does everything 
wrong. t % of respondents expressing satisfaction. ** Ranked out of 5 


Communist party members who consider 


themselves to be: 





Radical centre 19% 


Centre for Sociological Research 
found that support for a market 
economy among party members 
had risen from 6596 in February to 
8596 in April Another polling 
organisation, the National Centre 
for Public Opinion Research, put 
the figure for the population at 
large at only 5796. And a third 
poll, by an independent news 
agency, Postfactum, found only 
4096 in favour and 4696 against. 


p ? 4 


Ask Ivans 





(All these polls were conducted before the à 


prime minister annouhced the govern- - 
ment's latest, quarter-baked reform pack- 
age.) So no one knows what would be the — 
answer to the referendum question pro- - 
posed by the anti-market Mr Meo 


Ligachev: do you want capitalism em 


socialism? 


What the polls do show, however, is 


that people are not, as is often supposed, ob . 
sessed by empty shelves. In a separate v 
the Institute of Sociology asked people to - 
rank their main worries. The results were - 
surprising. Top of the list came pollution - 


(75% of respondents rated it “very impor- - 


tant”), followed by crime (7296). Only then - 


came the food shortages (69%). Then, be- — 


fore ethnic violence, came AIDS. 


That explains why, among Muscovites, - 


the two best-regarded institutions by far are 


the Orthodox church and the green move- 
ment (with respectively 64% and 54% of re- 
spondents expressing confidence or full cone 
fidence in them). The Communist party got 
38%, the government 28% and the judicial - 
system a miserable 2 

All these burdens fall on the party. No | 
less than 81% of people (both Communists - 
and non-communists) questioned by the - 


National Centre for the Study of Public - 


Opinion thought that the party's authority - 
had fallen in the past two to three years. - 









" 


Only 11% thought it was leading the coun- — 


try towards democracy. . 

In April the Centre for Sociological Re — 
search gave the fullest account of attitudes 
of ordinary party members to their belea- | 
guered organisation. The lack of self-confi- 
dence is remarkable. Only two-thirds said 
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- they wanted to stay in the party after the 
. 28th party congress next month. One-fifth 
. thought it would be a good idea for the party 
- to split. Support for the party's own official 
. "draft platform" fell from 85% in February 

to 5296 in April. 
Party members divided into five groups. 
. Supporters of the Democratic Platform, the 
partys social democratic wing, think of 
themselves as belonging to the "left" 
- (Sovietspeak for anything progressive, in- 
. cluding ideas Mrs Thatcher would be proud 
of) and "far left". Mr Gorbachev's support- 
ers place themselves in the “radical centre” 

E Gd the centre. Hardly anyone wants to be 

. considered to belong to the right. 

| Of these factions, only the Democratic 
. Platform sees its support growing. One of its 
-. leaders, Mr Vyacheslav Shostakovsky, is di- 
. rector of the Moscow Higher Party School. 
. This school's own polls show support for 
. the Platform rising from 36% in March to 
— 4096 in April and 4296 in May. The Socio- 
. logical Research Centre confirms this. Sup- 
. port for the Platform's various proposals— 
. to abolish party cells in the army, KGB and 
. police, to abolish "democratic centralism" 
and allow independent communist parties 
in the republics—all rose, between February 
. and March, from an average cf 17% to 35%. 
Where does this leave Mr Gorbachev? 
-. The general direction seems clear: heading 
downwards. In the spring of 1989 polls by 
the Institute of Sociology showed boundless 
faith in him, with a 9496 approval rate 
among the general public. By the autumn 
his popularity had fallen by more than half, 
. to 44%. Despite an upward blip to 7096 in 
-. January (is Soviet opinion really so volatile, 
or are the pollsters doing something 
- wrong’), by the end of May, when Mr Boris 

. Yeltsin was elected president of Russia, Mr 

_ Gorbachev's rating had fallen to 48%. The 
Moscow party school's poll of mid-June (see 
. Table 3) put it even lower, at a mere 19%— 
. and that was among Communists. 





Romania 
Alas, lliescu 


.. FROM OUR BUCHAREST CORRESPONDENT 


 T2NCOURAGING pro-government min- 
ers to maraud through the streets of Bu- 
| charest made a sordid end to the honey- 
, moon. Romania beguiled the world last 
= December with a revolution full, it seemed, 
- of democratic promise. Six months on, out- 
- side confidence in the new government un- 
- der President lliescu has hit a low from 
_ which it will be hard to recover. 
The flashpoint came soon after Mr 
- Tliescu’s election last month with 85% of the 
. vote. The authorities decided to put an end 
. toananti-government sit-in that for the past 


E _ eight weeks had blocked University Square 












The students are still shouting 


in the heart of the capital. This had caused 
what pass in Bucharest for traffic jams. More 
pertinently, it had pricked the government's 
thin hide. When for the second time an at- 
tempt at dialogue with the protesters failed, 
the government's patience ran out. 

Unarmed security policemen cleared 
the square with truncheons at dawn on June 
13th. A few hours later, groups of rioters at- 
tacked the ministry of the interior, the cen- 
tral police station and the television studio. 
At least five people died in the violence and 
more than 300 were injured, according to 
the government. Several hundred arrests 
were reported. One rumour was that the au- 
thorities had deliberately fomented trouble 
to discredit the opposition. 

President lliescu must have felt that the 
riot policemen and soldiers struggling to 
keep order were not committed enough to 
their job. Had his minister of defence not 
recently said that a soldier's job was to guard 
Romania's frontiers? In a speech late on 
Wednesday, June 13th, Mr Iliescu called on 
"democratic forces" for help against “‘fas- 
cists" and “extremists” to "defend the de- 
mocracy obtained by the revolution”. 

A large number of miners soon ap- 
peared in Bucharest, brought in by bus or 
train, with government help, it is assumed. 
As anti-government protesters were by 
Thursday off the streets, the miners set to 
beating up those they did not like the look 
of. Men in plain clothes appeared to give 
them orders. They smashed up the offices of 
the two main opposition parties, the Na- 
tional Peasants and the Liberals, broke into 
university buildings and attacked neigh- 
bourhoods where gypsies live. 

The miners acted with gusto. Members 
of the opposition slept away from home or 
refused to answer their telephones. Indepen- 
dent newspapers stopped publishing (they 
have since restarted). Then President Iliescu 

by 





sent the miners home full of praise for their 
good work. 

Whatever his original intention, Presi- 
dent Iliescu has strengthened in many minds 
the opposition’s image of him as an unre- 
constructed communist who is simply pre- 
tending to be a democrat. His appeal to vigi- 
lante squads shocked opinion abroad. The 
United States said it would hold back all but 
humanitarian aid. The American ambassa- 
dor to Romania stayed away from President 
lliescu’s inauguration on June 20th. Ambas- 
sadors from European Community coun- 
tries went. But the Ec said it would delay 
signing a recently updated trade and co-op- 
eration agreement with Romania. 

For many of the government's critics, 
the chief villain is the Securitate, 
Ceausescu's secret police, born again in new 
disguise. Some of its top officers, it is said, 
supported Mr lliescu in overthrow'=« 
Ceausescu in return for keeping their p 
tions. Whatever the truth of these theories, 
fear of hidden hands is rife. Mr Mihai Sora, 
the minister of education, has said: "Deci- 
sions are made by a very small number of 
people. 1 don't know who many of them are. 
They have no public profile." 

The signs point to deep conflicts among 
the forces that make up Romania's govern- 
ment: old members of the communist 
nomenklatura, younger technocrats and se- 
nior military officers. President lliescu has 
asked the prime minister, Mr Petre Roman, 
to form a new government. This will be a 
first clue to the future. Having unleashed 
the miners, Mr Iliescu now wants again to 
woo the intellectuals. But many politicians 
who have until now given the National Sal- 
vation Front, the ruling party, the benefit of 
the doubt, are beginning to move away. 

At his inauguration, President lliescu 
spoke approvingly of political pluralism and 
market economics. The first cannot mean to 
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him what it means elsewhere. He may calcu- 
late that most Romanians distrust mainly 
student and middle-class protesters, being 
more interested in food and fuel than in hu- 
man rights. Even if he is right about this, his 
government cannot long put off hard eco- 
nomic decisions. Freeing prices, for exam- 
ple, will hit the pockets of Romanians on 
whose support he is counting. 





West Germany 


Shadows in the 
east 


FROM OUR BONN CORRESPONDENT 


TAND by for more shocks in the terror- 
ism drama now unfolding between the 
=~ Germanies. Already during June eight 
West German terrorist suspects sought 
tor years have been caught in East Germany 
and there may be more to come. The suc- 
cess, due to the new co-operation between 
the two governments, is one unexpected by- 
product of the drive to German unity. But it 
also raises tricky questions to plague Ger- 
mans on both sides of the border. 

First, did the former East German com- 
munist regime not only help terrorists evade 
western justice but actually further their 
long campaign of violence? It has emerged 
that for years the Stasi, the secret police now 
formally dissolved, saw to it that accused ter- 























Siemens (electricals) executive Karl- 
Heinz Beckurts killed in a bomb attack 
on his car near Munich. 














How much did Honecker know? 


rorists fleeing from the West got new identi- 
ties, homes and even East German citizen- 
ship. Authorities are now probing whether 
the fugitives made use of all this to carry out 
further attacks in the West. If so, it could 
hardly have been done without at least the 
knowledge of the Stasi. 

Firm evidence is lacking so far. But in- 
vestigators note that Henning Beer, one of 
those just arrested after spending eight years 
in East Germany, is among those sought in 
connection with the murder last November 
of a top West German banker, Alfred 
Herrhausen. Another of the eight, Werner 
Lotze, who arrived in the East a decade ago, 
is being linked to the murder in 1985 of an 
industrialist, Ernst Zimmermann. 

Second, did East Germany's political 
leaders, who often publicly condemned ter- 
rorism, know what the Stasi was up to? East 
German sources believe that at least two of 
them must have done so: Mr Erich 
Honecker, the communist party leader, and 
Mr Erich Mielke, boss of the ministry for 
state security. They were among the few to 
have access to the doings of the ministry's 
Department 22, an ultra-secret "anti-terror- 
ism" (sic) section which arranged succour 
for the fugitives from the West. 


Mr Honecker has issued a statement de- 
nying any involvement with terrorism. But 


some East Germans suggest that he may - 


have favoured the terrorists’ so-called “anti- 
imperialist” struggle because he felt it 
matched his own experience as a youth in 
the communist underground. Sentiment 
apart, East German leaders had something 
else in common with the terrorist Red Army 
Faction, successor to the Baader-Meinhof 
gang of the early 1970s. Close links between 
the RAF and Palestinian extremists have long 


M F x 
i 
[] 
"uL". EM 
= 


been proven, and East Germany was a firm 


supporter of the Palestinian cause. 

Third, when did West Germany first 
learn that the terrorists it sought high and 
low might be in the other German state? 
Government officials in Bonn say there were 
“vague signs” in 1986 that Susanne 


Albrecht, wanted in connection with the — 


murder of the banker Jürgen Ponto in 1977 - 


and one of the eight just caught, might be 
living across the border. Not surprisingly, 
East Germany denied this, and other evi- 
dence indicated that Miss Albrecht was in 
the Middle East—her trip there, it now tran- 
spires, was part of an elaborate Stasi plot to 
mislead western intelligence. Did the Bonn 
government fail to press the East Germans 
hard because it did not want to endanger a 
planned summit meeting with Mr 
Honecker, which eventually took place in 
1987? Perish the thought, the officials say. 

What now? West Germany has applied 
for the extradition of the suspects but East 
Germany has so far refused, arguing (with 
little enthusiasm) that those wanted became 
its citizens. That argument will disappear at 
the latest when German unity comes, proba- 
bly around the end of this year. 

Is the capture of the eight a mortal blow 
against German terrorism, an end to a 
bloody trail spanning two decades? Probably 
not. Most of those taken are now relatively 
old terrorist hands; one of them, Inge Viett, 
aged 46, is known as “the grandmother” of 
the RAF. There is said now to be a third ter- 


rorist generation, probably disoriented by — 


the blow in the East, bur still dangerous. 





Eastern Europe 


Beyond the ballot box 


Decium in Eastern Europe has re 
what? Here is a guide to the new chess 


HE spate of voting in Eastern Europe is 

over. The second-round vote in Bulgaria 
on June 17th, which gave the ex-commu- 
nists, now called Socialists, a clear majority 
in parliament, marked the end of the elec- 
tions that have brought in multi-party poli- 
tics. Time to stand back and consider some 
of the ways things have changed. 

1. The fortunes of the ancien régime 


ard after this spring's elections 


have varied widely. Voters in East Germany, 
Hungary and Czechoslovakia swept their 
former masters away. Under their own or 
new names, communist parties in these 


countries got no more than 11-16% of the 


vote. At the other extreme, in Bulgaria and 
Romania,  |communists-turned-reformers 


won big. Poland, which is not due to havea 
properly free general election until next — 
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Elections on June 10th and 17th fora 400- 
seat, single-chamber two-year parliament, 


1992. 


= Bulgarian Socialist party TEN 
| aome oe EXEC Qu , 211 








A ACTING PRESIDENT: + Petar Mladenov 
(Socialist). 


(Socialist). 


Has applied to join tMF, World Bank. Esti- 
mated net foreign debt: $8 billion. Prepar- 
‘ing application to Council of Europe. Pre- 


` agreement with the EC. Bulgaria is a mem- 
| ber of the Warsaw pact, but no Soviet 
|| troops are stationed there. 


| Czechoslovakia 


|| Elections on June 8th and 9th for a two- 
. year federal parliament with 150-seat 


RbvyadeieéafAé eT Xx ary 


public, 49 from Slovakia) and. 150-seat 

House of the Nations (75 from each), 

which together must write a new constitu- 

tion by 1992. 

A 5 % of vote seats 
. Civic Forum/Public Against Violence E 


f. Christian Democrats ——— — ÁÀ 12 : | 20 


. Slovak National party s & 6 

^ Coalition of other minorities esse 3 5 

l^. ACTING PRESIDENT: Vaclav Havel (Civic 
Forum), soon to be confirmed, every- 

. one assumes, by parliament. 

. PRIME MINISTER: Marian Calfa(PAv), cur- 
 rently forming new government. 

Has applied to join IMF, World Bank. Esti- 


plied to join the Zouncil of Europe. Pre- 
paring to sign a trade and co-operation 
l Zo with the EC. Soviet Union has 
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East Germany | 
ber dot pron i for a ingeslan. 


i idu lue eto o last for four years. 


? Miane for Gema 
which must draft a new constitution by 


% of vote seats - 


PRIME MINISTER: Lodhar dé Maiziére f 


TING PRIME MINISTER: Andrei Lukanov A 


‘paring to sign a trade and co-operation - 


House of the People (101 from Czech re- 


(Czech/Slovak anti-communistalliance)....47 87. 


mated net. foreign debt: $5 billion. Has ap- 


: agreed to remove al its. Hone (about 








(Christian Democrat). 


Monetary union with West Germany is 
due on ]uly 1st and full unification is 
probable later this year. On unification, 
international bodies will simply lose East 
Germany as a member and what was East 
Germany will, in principle, have no spe- 
cial status inside them. But the security ar- 
rangements involving NATO are not yet 


settled. Some 380,000 Soviet troops are in 
East oo 
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Election on March 25th and April 8th for 


a single-house, 386-seat, four-year parlia- 


ment. This may make new rules for elect- 


ing a president and defining his powers. 


| % of vote seats 
Democratic Forum (centre-right) ....................... 25. 165 
Free Democrats (centre-liberal)...................... 201 9 
Independent Smaliholders (farmers)... 12. 43 
. Socialists (reform communists) .................... 11 33 
Young Democrats (centre-liberal)...............9 . 21 
Christian Democrats ..............seeees 7 21 
Hungarian Socialist Workers 
(unreformed communists).................... 4 0 
Social Democrats... ee | 0 
Other... ——— — — AA EE 7 11 


PRIME MINISTER: lone Antall (Demo- 


cratic Forum), heads a coalition govern- 
ment with Smallholders and Christian 
Democrats. 


INTERIM PRESIDENT: Arpad Goncz (Free 
Democrat) chosen by parliament. 


Member of the imt, World Bank. Esti- 
mated net foreign debt: $19 billion. Has a 
trade and co-operation agreement with 
the EC, and aspires to earliest possible full 
membership. Has applied to join the 
Council of Europe. Member of Warsaw 
pact, though wants it dissolved. Soviet 


Union has agreed to withdraw all its 


troops (60, 000 i in januam a July 1991. 


Poland - 


Thisisa special case. The last general elec- 
tion was in June 1989 for a parliament 
with 460-seat lower house. and: 90e t 
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upper house, the Senate. In the free elec 


- tion for the Senate, the anticommunist 


movement, Solidarity, won 99 seats. Elec- 
tions for the lower house were setni-free. 
There, Solidarity could compete for only 


-. 3596 of the seats. The target date for a new 


constitution is May 1991. New, fully free 

elections would then follow (though they 

may well have to happen earlier). 

ACTING PRESIDENT: General Wojciech - 
Jaruzelski, chosen by parliament. © 

PRIME MINISTER: Tadeusz Mazowiecki 
(Solidarity). 


Member of the mF, World Bank. Esti- 
mated net foreign debt: $38 billion. Has 
applied to join the Council of Europe. 
Has a trade and co-operation agreement 
with the Ec. Some 40,000 Soviet troops 
are in Poland, and there i is no current re- 
quest for them | to leave. 
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Romania 


Election on May 20th for a two-year par 
liament with 396-seat lower house and 
190-seat upper house, which together 


must write a new constitution by the P 


of next year. 
. Se of vote seats 

National Salvation Front (ex- and mE 

not-so-ex-Communists, military | 

officers, former dissidents) ..................66 233 
Democratic Hungarian Union ............................. 7 29 
Liberals (conii ihe PERENE, > 29 
Greens m ÀÁ( iud ex 2 
National Peasants (farmers). NN au cu. 3 12 
OUT ec tia n Lors itor idis 15 81 


PRESIDENT: lon lliescu (NSP), elected on ' 






May 20th with 8 of the vote. 





Member of the mk, World Bank. Neglig 
ble foreign debt. Ec has postponed signing 
a new trade and co-operation agreement. 


Member of Warsaw pact, but there are no. : 


| i dim military units in Romania. 
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year, falls in between: President Jaruzelski 
(old order) cohabits with a government led 
by Solidarity. Some people call the change 
in Romania arid Bulgaria a sham. They are 
wrong in that reform communists were the 
people’s choice in reasonably free elections. 
But the doubters may prove right at least 
about Romania, unless its new rulers stop 
using thugs to silence dissent. 

2. Few heads, literally, have rolled. 
Some ex-leaders—Mr Erich Honecker in 
East Germany, Mr Todor Zhivkov in Bul- 
garia—face trial. Romania is again the ex- 
ception: the summary trial and execution of 
the dictator Nicolae Ceausescu and his wife 
were a parody of even military justice. Minis- 
tries and local governments have in the 
main had the lightest of purges. After all, 
these countries need experienced officials. 

3. The fates of secret policemen are dif- 
ferent. In Poland and Hungary these were 
--l-«ively restrained in the last years of com- 

ist rule. Czechoslovakia's stp and East 

Germany's Stasi kept up their mischief: they 
or their informers, who in Czechoslovakia 
include some famous anti-communists, are 
being weeded out with some zest. Romania's 
Securitate was supposedly scrapped and Bul- 
garia's secret police reined in. Not all Roma- 
nians or Bulgarians believe it. 

4. New parties or movements have done 
better than the so-called historical parties. 
Czechoslovakia's Civic Forum swamped 
Christian Democrats and Social Democrats. 
In Hungary, Bulgaria and Romania, farm 
parties were among the strongest parties af- 
ter the second world war. In this year’s elec- 
tions Bulgaria’s Agrarians got 8%, Hunga- 
rys Smallholders 12%, and Romania's 
Peasant party 3%. 

5. As the common cause of anti-commu- 
nism gives way to everyday politics, new pat- 
terns will emerge. Poland’s Solidarity is split. 
Civic Forum, which includes shades of opin- 
' from neo-Marxist to Thatcherite, is 

ly to break up; this week two of its depu- 
ties in the federal assembly defected to a new 
party, the Liberal Democrats. 

6. Coalitions may split over economic 
policy. All the new’ governments say they 
will introduce market economics, but some 
are keener than others. Poland has been 
bravest, Hungary has already gone furthest. 
Czechoslovakia has bold intentions but 
shows caution in practice. In Bulgaria and 
Romania, talk of the market still sounds 
abstract. 

7. Eastern Europe will keep a flavour all 
its own, many think, because of the claims of 
national minorities, now to be released with 
extra force for having been so long sup- 
pressed under communism. But this year's 
elections do not suggest an ethnic kettle 


waiting to boil over. Slovak separatists won 


just 11% in their own republic. 

8. The feelings of national majorities are 
another matter. In Poland Mr Lech Walesa 
represents a  nationalpopulist streak. 
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Ranged against him is a more European- 
minded group led by the prime minister, Mr 
Tadeusz Mazowiecki, and Solidarity’s leader 
in parliament, Mr Bronislaw Geremek. A 
similar fault line exists in Hungary. 

9. The authoritarian patriot facing a 
weak parliament was a common figure in 
pre-war Eastern Europe outside Czechoslo- 
vakia. Against his return there are no guar- 
antees. But there are protections. One is 
economic success. Another is shrewd con- 


stitution-drafting that balances presidents’ 
and parliaments’ power. 

10. Comecon and the Warsaw pact are 
unravelling. But making new foreign attach- 
ments will not be easy. The European Com- 
munity does not want East European mem- 
bers for now, and NATO is not their obvious 
home. Among East Europeans wanting 
nothing to do with nationalism, hopes for 
"the return to Europe" are great. So, too, 
are the risks of disappointment. 
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EC presidency 


The mouse that roared 


FROM OUR DUBLIN CORRESPONDENT 


RELAND has until recently 

had only one clear role in the 
smooth running of international 
affairs: to separate, at diplomatic 
conferences, Iraq from Israel, al- 
phabetically at least. Such re- 
stricted experience might have 
proved a handicap to the Irish presidency of 
the European Community. Through wit 
and hard work, it has not: Ireland will hand 
over to Italy on July Ist after six months as a 
competent president of the Council of 
Ministers. 

But had tiny Ireland been president in 
tougher times, would things have run so 
well? The Irish term has been an interim pe- 
riod, tucked between the French and the 
Italian. Moves on economic and monetary 
union were set in train by the French; big 
decisions will be made under the Italians. 
Political union, too, is for another presi- 
dency; and a seat at the table sorting out 
German unity is restricted to the very big 
players (although in a moment of whimsy 
Mr Charles Haughey, the Irish prime minis- 
ter, considered offering his services as medi- 
ator between America and Russia on the 
German question). The Irish had some suc- 





President Haughey 





cess in settling the ructions over 
British mad-cow disease. They 
managed to engineer a peaceful 


by several EC countries. 
| Still, as the Community grows 

in power and influence, it will be- 
come increasingly difficult for small coun- 
tries to take the presidency (Portugal passed 
the first time its turn came up). To run the 
Community's foreign policy, which is 
known in Eurospeak as Political Co-opera- 
tion, Ireland has had to rely on help from 
the Italians, because Ireland does not have 
enough diplomatic listening posts. It has just 
30 embassies around the world, with an av- 
erage staff of three. The lrish parliament 
does not even have a foreign-affairs commit- 
tee. No Irish university offers a graduate de- 
gree in international relations. There is no 
pool of experts on foreign policy in the 
country, just a few bright men with experi- 
ence of Europe. 

Small countries may one day have to 
share the presidency. The Benelux countries 
could take it on jointly, for example, and the 
Irish might share it with the Danes. But poli- 
ticians in small countries will not like it 
much. The presidency gives them the rare 
chance to be seen by their voters to be inter- 
nationally important. 

Mr Haughey has in particular benefited 
from this. After Mr James Baker, the Ameri- 
can secretary of state, declared some months 
ago that the United States wants closer ties 
with the EC, an agreement was r 
the American president would meet the 
president of the European Council (the for- 
mal name for the summits of EC leaders) at 
least once during the six-month Euro-term. 
Mr Haughey was the first to take advantage 
of this decision. That gave the Irish prime 
minister a chance to be photographed in 
Washington—having flown there in a 
Gulfstream jet specially chartered for his 
presidency—doing something besides pre- 
senting shamrock at the White House on St 
Patrick’s Day. 
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lifting of the bans on British beef ` 


or hee 
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RITAIN' S évolutionary übers s to 


nicely timed to be a nuisance at the D Dublin 
summit five days later. Mr John Major, the 


uropean Monetary Fund (EMF). Its main 
job would be to oversee a beefed-up version 
of the ecu, which would circulate alongside 








rnments so choose", this new ecu could 
develop" into Europe's single currency. 
eretical stuff in Downing Street. 

Mr Major repeated his promise to take 
pound into Europe's exchange-rate 
iechanism as soon as the government's 
ither vague conditions have been satisfied, 
nd thus belatedly comply with stage one of 
1¢ Delors plan for monetary union. Ac- 
mus to the Delors plan, stage two should 





; FROM OUR BRUSSELS COR RESPONDENT 
































blocking European monetary union 
MU) yielded a new mutation on June 20th, 


chancellor of the exchequer, called for a new - 


isting currencies. Mr Major ventured that- 
n the very long term, if peoples and gov- 


IRROR, mirror, on the wall, who is 
| the fairest of them all? Like the 
-queen in "Snow White", many of the Eu- 
^ropean Community's member-states like 
to flatter themselves that they are the fin- 

est of all Europeans. Some even take a cer- 
_ tain pleasure in pointing to the warts and 
‘pimples in other members’ Euro-image. 
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. then create the institutions—notably, a Eu- 
- ropean central bank—-that will be needed to 


manage a single currency. Against this, the 
Treasury' s earlier paper on "competing cur- 
rencies" stressed the anti-inflationary bene- 
fits of an ERM that retained national curren- 
cies and let them move about a bit. 

This position was clearly not up to the 
‘sh of distracting the other member-states’ 
governments from discussing stage two in 
detail at December’s inter-governmental 
conference on EMU. So Mr Major now pro- 
poses a big new institution and, in effect, a 
new currency (he foresees the issue of ecu 
banknotes). Treasury officials presumably 


hope that this will satisfy the Community’s 
. appetite for grand gestures. In fact, these 


ideas have little to do with monetary union. 
The Delors report discussed the "paral- 


le-currency" approach that Britain is now 


backing. It rejected it on the ground that it 
might be inflationary. The Treasury has 
countered this by suggesting that each mem- 
ber-state would be required to buy back any 


E accumulating balance of its own currency at 
the EMF in in exchange for other currencies, to 


But which countries really do shine in the 
EC beauty contest? 

The Economist has devised an index 
to measure each member's commitment 
to the Community. On a scale running 
from a low of one to a high of ten, we 
award each country a mark for each of six 
criteria, chosen to measure both the de- 









prevent "the system creating too auch 
money. Another clever aspect of Mr Major’s 
scheme is that the EMF would manage the 
ecu so that it was never devalued at a cur- 
rency realignment: it would be a “hard ecu”. 

However, none of this deals with the 
most serious objection to parallel curren- 
cies, which is that economies strongly prefer 
to use one currency for almost all transac- 
tions. A measure of that preference is that 
extremely high inflation rates have been 
necessary in Israel and many Latin Ameri- 
can countries before people abandoned lo- 
cal currency for dollars. Even the Treasury's 
more modest idea, that ecu- banknotes 
would appeal to tourists and business travel- 
lers, is implausible. Novelty aside, why 





should a French tourist in London prefer to 


carry ecus rather than pounds! 


Mr Major has devised a stage two that 
could be the end of the road, rather than a 
preparation for the single currency. But if *- 


hopes to deflect France and West Germ: 


from talk of two-speed progress towards 


EMU, he may be disappointed. 
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; France and the 11 dwarfs 


gree of enthusiasm for the development of 
the Community and conscientiousness in 
carrying out EC decisions. Our three mea- 
sures of conscientiousness, shown in the 
first three columns, are: implementation 
of 1992 directives into national law, state 
aid to industry (highest points to the 
countries that give least aid) and adher- 
ence to the rulings of the European Court 
of Justice. Our three measures of 
Europhilia are each government's enthu- 
siasm for economic and monetary union 
(EMU), government warmth towards. po- 
litical reform and public attitudes to the 
Community. 

The results, when each country's 
scores are totted up, are surprisingly close. 
This is because countries that score well 
on commitment to the single market, such 
as Britain and Denmark, tend to win 
fewer points for enthusiasm about future 
integration and the European idea; and 
vice versa for Italy and Belgium. 

- France comes top of our Euroleague, 
with 39 points out of a possible 60; it man- 
ages to blend a fair degree of loyalty to the 
rules of the single market with some en- 
thusiasm for EMU and political reform. 
France is followed closely by Holland, 
Spain, Ireland and (rather a surprise) 
Denmark. The other big surprise is that 
Italy comes joint bottom. Italians might 
intuitively think of themselves as 
favourites to win, because they are keener 


than anyone on moves towards European . 


union. But they are uniquely incapable of 
sticking to the Community's rules. Funny 
things happen to directives on the w to 
the forum. 
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aiton, the armed- 



















ment t caricelled ft the i for 33 


parallel : 


-hated in “hard ecus’ ' and ex 


“changeable for any existing EC 

~ currency. Tory MPs were di- 

: vided over the real political 
motives for the scheme, but 

_ joined together in praising Mr 
. Major for his cleverness. 


“More trouble over British 

, Aerospace’s purchase of 

- Rover. Officials investigating 

the deal discovered that the 

- Department of Trade and In- 
dustry, as an extra induce- 
ment to BAe to go ahead, paid 
the company regional grants 
of up to £20m as a lump sum 
instead of over four years. 












ustice too rough? 


"Lord Scarman called for new 
. independent judicial officers, 
_ within the Crown Prosecution 


~ the pre-trial preparation of 
cases, providing an extra safe- 
. guard against unfair police 

. interrogation and unreliable 
- forensic work. The possible 

|. findings of the Guildford Four 
|. inquiry, he said, made him 

. “shiver with apprehension”. 


| Anoverwhelming vote by 

. prison officers in favour of 
industrial action threatened 
more turmoil in the jails. An 
all-party Commons select 

- committee report said 

^^| Strangeways was "over- 

4. crowded and insanitary”, 







ister,, said whole reg. » 


defence cuts. The govern- B 


detained by police near the . 
. Belgium-Holland border, hit 


“| Service, to control all stages in 


which helped cause the riot in 


April. An official report on 
Birmingham prison spoke of 
"depressing conditions” KC 


Front-page gion of 
four Irish people, arrested and 


the British press. À Belgian 
farmer first alerted police after 
hearing gun-shots near his - 
home, and his son discovered 
a cache of weapons in a hole. 
The four are suspected of be- 
ing IRA terrorists. . 


Staff evacuated an RAF admin- 
istrative base in north London 
just before a bomb went off— 
apparently the latest in a series 
of IRA attacks on soft military 
targets. No one was injured. 





With more and more families 
homeless, Mrs Thatcher - 
talked of introducing criminal 
sanctions against squatters. . 


on a mere £100,000. 


Glasnost reached the lawyers. 
A legal recruitment agency ` 
published details of who does — 
what and what they get paid 
for it. Barristers at the com- 
mercial Bar can a Morem 


£300,000 and £600,000 a 


| year; their tn at the. 


criminal Bar have to make do 





A hippyless midsummer night 
at Stonehenge. This year po- 


lice declared a four-mile hippy- 


exclusion zone around the 
monument to stop the sum- 
mer-solstice celebrations. 


What links Barbara Castle 
(Labour politician), Jimmy 
Savile (disc jockey) and Kings- 


ley Amis (novelist)? They were 


all included in the Queen's 
birthday-honours list. 


Two parties came to an end. 
Police arrested 231 people at 
an acid-house party in Wake- 


field. And the Communist 
party of Great Britain decided 





| The tabloids revealed that 2 a 
.- top-hatted yob, who led 1,000 
English soccer thugs in a sk 


-cuddlier name: 


“The new chairman of British 


: Reid, tried to distinguish him- 


. received an honorary degree 






ocratic party, perhaps! - 













mish with Sardinian police 
has twice stood as an officia 
candidate for the Labour 
party. When not fighting. 
tions, the man the papers. - 
dubbed the prat in the hat 
liked to be in the thick of: v 


lent industrial disputes. _ 








Bats and bobs 







Rail, newly knighted Sir Bob 








self. Eom his predecessor, Sit = 
Robert Reid, by talking of pri- 
vate-sector options forthe = ~ 
chunnel rail-link. Sir Robert 
wanted BR to control the: 
projet. —— : 











In the first blast of his summer. 
morality offensive, John Pat- .. - 
ten, the Home Office minister, 
said that fathers who failto ^ .. 
provide for their children will: 
have maintenance payments 
deducted from their pay- : 
packets. 


Archbishop Desmond Tatu 






























































from Oxford University. AU 
245 presumably. per 







































It was s National Batweck, | 
signed to show the public th 
cuddly side of bats. A woman: 
in Gloucestershire paid dou- 
ble the cost of treating dry rot 
in her attic so as not to dis- 
turb breeding bats. Frighten- - 
ing bats is a criminal offence, 
subject to a not-so-cuddly fin 


of £1,000. Per bat. 
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‘he ultimate insiders’ guides for business and other demanding 
travellers. For those who take pride in planning every trip for 
maximum success and pleasure; for those who need to understand the 
political, economic, financia! and social background of the countries they 
visit; for everyone wanting to operate as efficiently abroad as at home, 
The Economist Guides offer a unique combination of practical detail 
and comment. 

The Economist Guides are sophisticated and sty ish, practical and. 
clearly structured for easy reference; they are a must for everyone 
invo lved in today's international business world. 

. The top people's guides cover: E. | NACE 
. ines practice * Etiquette ' * Finance * Politics * Hotels le Restaurants VE BEL UK ü H ui ASIA 
* Sightseeing * Fitness * Local business services and. resources * Airports RT mum EA 
* Communications * Maps. P 

. The highly acclaimed series covers: Britain, China, TE City M 
- France, Germany, Italy, Japan, SE Asia, United States, USSR. — 

^ The Economist Guides published 1990. Price: UK £13.95: ex UK £17 4) 
.- Europe City Travel ! Guide published 1989. Price: UK £15.50; ex UK £21. a0. 


 Berosa To order by credit card please call: | 
OPE UK 0865 791155; Rest of World 44 865 791155. . 

: The __ Alternatively please send orders with payment to: =, in d 

AWWINDO HIER Marston Book Services, P.O. Box 87, Osney Mead E 


! > Oxford OX2 ODT, United Kingd | 
Books B Boker UK 0865 791155 i Bax UK 0865 791927 € dis S ie de rt 


Also available from all good bookshops. 
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Ferrier Lullin & Cie SA- 


Bank established in 1795: Geneva 2 


— Wo Centuri ries of priva te ba nki ng 








a apres vies: Sst = - - ; E Tr operations dred mT 


i In SFr mi 1988 1989 % X Change | | reg rds our own results as well as 
vt rt ~~ | .| growthin client assets and. manage- 
=] Net Revenues - 673 : /56 12s paar . ment performance. | 

Cash Flow | l4. 248 . .16 "| | The 16% rise in cash flow has. 


. Net Income 154.175 | 14 


in D vidends. | ns e 20 7 together with capital and reserves, 
| Total As: while increasing our dividend which 


|: Capital and Reserves | a | 977 1] P. h 
: Stat fre 25 4 d 4 Ec 2 : hate ised from SFr. 20 2010 SFr 24 


- enabled us to further boost provisions, 
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bank in 1989 were satisfactory, as | 
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BRITAIN 


Tornados before the hurricane 


Past underestimates of inflation are prompting an immediate squeeze on 
defence spending, but the big issues have yet to surface 


ARELY two months after publishing 
the annual white paper setting out the 
defence budget for the current financial 
year, Mr Tom King, the defence secretary, 
e. that planned spending must be 







hed to make ends meet—probably by 
about £600m. His procurement minister, 
Mr Alan Clark, said this week that, as the 
first step, he plans to chop 33 Tornado air- 
craft from this year's shopping list. 

The fierce debate between Mr King and 
Mr Clark about how radically Britain's 
forces should be restructured has so far only 
added to the confusion. When he published 
the white paper, in early April, Mr King 
hoped to keep real spending not too far be- 
low last year's level. He wanted to avoid big 
cuts before the dust had settled from the up- 
heavals in the Warsaw pact and before a 
treaty limiting conventional forces in Eu- 
rope (CFE) had been signed. 

He seems to have failed. But there are 
cuts imposed by unanticipated cost-inflation 
and cuts taken for political and strategic rea- 


Sorry lads, it's got to be boots or socks 
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sons—and it is the second category that the 
ministers have been arguing about in pri- 
vate. Mrs Thatcher, meanwhile, is still hop- 
ping anxiously between Mr King's caution 
and Mr Clark's boldness. 

The struggle for her heart is now on in 
earnest. Her Churchillian instincts are for 
caution in cutting defence. But both the 
Treasury and the Foreign Office want a radi- 
cal restructuring. And Mrs Thatcher's own 
Efficiency Unit has long been deeply critical 
of defence ministry profligacy. Archie Ham- 
ilton, the armed forces minister, is more of a 
radical than he is usually painted. But he 
knows that abolishing ancient regiments 
will cause a blistering public reaction. 

Wherever Mrs Thatcher finally comes 
to rest, it is clear that Mr King's position is 
being badly eroded. Opening the annual de- 
fence debate on June 18th, he acknowledged 
that although he had previously said the 
shortfall would be only some £350m, it was 
now going to be much more than that. The 
ministry blames increased inflation; but as 





so often before, its difficulties are at least 
partly of its own making. 

For several years now, the ministry has 
made things unnecessarily complicated by 
indulging in two unfortunate bits of juggling 
with the figures. It has set spending in- 
creases slightly below the estimated inflation 
rate, resulting in a predictable whittling 
away of the forces' capabilities; and it has 
got the inflation estimates wrong—invari- 
ably too low—which has turned the whit- 
tling into less predictable chopping. 

It is therefore hard to see why Mr King 
should have indicated any surprise this 
week. Inflation has not increased unpredict- 
ably since the white paper went to press. 
And, even with the original inflation as- 
sumptions, the 1990-91 defence budget, at 
around £21.6 billion, was set to involve a 
cut in real defence spending of roughly 396 
against 1989-90. 

The Tornado cut is in one sense a logi- 
cal place to start. The 26 attack-aircraft and 
seven interceptors on which work was to 
have begun this year were the last of the 
Tornados that Britain was due to buy. Their 
loss will not affect the RAF's front-line 
strength because they were “attrition” ma- 
chines, being bought to replace those that 
would be worn out or lost in training. As 
Britain may have to cut as many as 100-150 
aircraft as a result of the reductions being 
negotiated at the CFE talks in Vienna, 
forgoing the purchase of 33 new ones does 
not look too traumatic. 

But the Tornado cut alone will not 
come close to reaching the ministry's early 
inflation-related target. As usual, both min- 
isters and bureaucrats are being unreason- 
ably secretive about how they are spending 
taxpayers' money, but it is unlikely that the 
1990-91 savings from cancelling these 33 air- 
craft will amount to even 1096 of the cuts 
that Mr King wants to make now. 

Where the rest of these £600m savings 
are to come from remains to be seen. Almost 
certainly the army can expect a heavy blow, 
particularly in its two-battalion regiments. 
But today's budget-balancing has become 
inextricably mixed up with tomorrow's Op- 
tions for Change exercise, designed to ham- 
mer out a new British defence posture for 
the 1990s. This will have to take account of 
any cuts agreed at the CFE talks and any new 
strategy devised by NATO in response to the 
fading of the Warsaw pact. The problem for 
Britain, as for all of its allies, is that taxpay- 
ers are itching to see the colour of the 
"peace dividend" straight away; but the CFE 
deal is not yet done, and a new NATO strat- 
egy is not yet in place. 
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“HE latest arrests of IRA suspects on the 
. continent have prompted the usual, un- 
'standable sense of jubilation in Britain. 
t if they mark the end of one IRA hit- 
quad, nobody should doubt that it will be 
laced. It is. gruesomely clear that the IRA 
s dug in for its "long war" on three fronts: 
inland Britain and continental Europe as 
ell as Northern Ireland. 

The range and eaten’ of the attacks 
the past few months strongly suggest that 
IRA now has elaborate operational struc- 
s.in place across several countries. If so, 
security forces have to contend with a 
york that is only too likely to survive 
ance arrests and follow-up man-hunts. 
At the same time, support for IRA pris- 
ers on the continent has been formalised, 
in the model of the “welfare associations” 
ich raise money for dependents in North- 


“LEVEN years into Thatcherism and 

AM one state concern is still being cos 
~ ied as much as ever. Its senior managers 
"have perfected the art of lobbying for 
. thore and more manpower, but still fail to 
| make good use of the men they already 
{| have. Its rank and file, instead of lying low 
| in the hope no one will notice, seldom 
“miss a chance to air their complaints. 
-— And yet—and this is the really hard 
part to credit —not just one but two high- 
spending ministries go on paying out the 
omfort money. A perverse system of gov- 

ament finance encourages the indus 
y's bosses to take on more and more 
workers—and workers with jobs for life, 
an index-linked salary, and a generous 
ension. 
Need any more dieit A report by the 
udit Commission published this week 
makes it clear that rising expenditure on a 
swelling number of police officers (see 
charts) is ill- planned. — 
- The villains of the report are not grasp- 
‘ing police chiefs but centralising officials. 
In the early 1980s Mrs Thatcher's govern- 
ment did everything possible to centralise 
" ntrol of the (ias and so ensure that 


e aadi its ~ grip is Pe 
ttempts to make the force more effi- 


The grant system is generous: sonal 


Spreading a wider net 





ecent murders on the continent probably signal the entrenchment of a 
w strategy by the IRA, but its fundamental aim remains the same 


ern Ireland, make travel arrangements for 
jail visits and lobby endlessly about prison 
conditions. Support organisations are useful 
to the IRA: they bind it more tightly into 
Northern lreland's nationalist minority, 
most of whom have no truck with murder 
but do retain a sentimental ambivalence to- 
wards the IRA. IRA sympathisers claim that 
every prisoner draws up to 100 family mem- 
bers and friends into a reservoir of latent 
and not-so-latent IRA-supporters. 

A triple-front strategy carries high risks 
for the iRA. Most directly, it poses the dan- 
ger of heavy casualties. The security forces 
estimate that the IRA has no more than 200 
active terrorists. Since 1988 it has lost 20 
members (or alleged members) on the conti- 
nent or in England—three shot dead in Gi- 
braltar, 11 arrested on the continent and six 
in England. Police have identified others 


Finding a formula for the force 


government meets about 70% of the bill 
for the 41 provincial police forces in Eng- 
land and Wales. But it is also ill-thought- 
out, blurring accountability, confusing fi- 
nancial and managerial responsibilities, 
and preserving perverse incentives: 

@ The central-government grant for the 
police is not cash-limited, unlike most 
grants to local government. The Home 
Office will meet 51% of forces’ net expen- 
diture, whatever it is. To rein back its 
spending, the Home Office has to rely in- 
stead on direct controls, notably over the 
number of uniformed officers. 

@ The grant-per-officer from central gov- 
ernment more than covers the cost of em- 
ploying.an extra policeman. Police au- 
thorities therefore routinely bid for extra 
manpower, irrespective of need. 

is not. only less than the grant for a uni- 





formed officer but also about 50% less - 


than is actually needed to pay for that ci- 
vilian. Not. surprisingly, few authorities 
pay more than lip-service to the govern- 
ment's expressed aim of employing more 
civilians. Since civilians cost half as much 


to employ as men in blue. uniforms, | 


money is being thrown away. 

€ Controls on capital expenditure make 
planning difficult and discourage a pru- 
dent use of resources. An Audit Commis- 
sion study of five forces found 8-15% of 
their police houses standing vacant. 








extra civilian attracts a grant that 


outside view of the polici 


this money as it sees best 
have fewer police officers bu 
cles, for example, or more civilians and 


7 and must presumably ; have associates under i 


surveillance. Less obviously, but nonethe- 
less of great importance to the organisation, 
the strategy runs a higher risk of propa- 


 ganda disasters: like the recent murder in 


Roermond of two Australian tourists, mis- 
taken for off-duty British soldiers. 

Against all this, three main motives 
probably account for the long-war strategy. 
The IRA's aim remains, as it has always been, 
simply to sicken Britain into withdrawing 
from Northern Ireland. Constant activity 
across as many countries as possible sustains 
the pressure on British public opinion. In 
this respect, protracted overseas trials and 
extradition rows are almost as welcome to 
the IRA as volunteers ready to mount bomb- 
ing and shooting attacks. 

Secondly, action against members of the 
security forces in Northern Ireland itself has 
become much harder in recent years. Ad- 
vances in technology, plus bitter experienc» 
have given the British army an unrivall 
expertise in anti-terrorist warfare. Much eas- 
ier to pick off a boy soldier on an English 
railway platform on his first weekend leave 
from army camp or a man driving home 
with his family in a German suburb, than to 


» DUET T. oot 


forwatd. solution to all these perversities: - 
formula-funding. Each p police authority, it 


argues, should be given a fixed grant, 
whose size should be determined. by an 


ob involved. 
be left to use 
hoosing to 
more vehi- 






The authority should then 


fewer uniformed officers. Police chiefs are 


, apparently willing to swallow this ap- 





proach because it would give them more 
power—though, in no time at all, less 
money. 


Pise commission proposes a straight- | 
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Dusiness blossoms in a tropical setting. 


There's something in the air that makes meeting rooms and all the presentation para- 

ÆA phernalia you could ever require. Not to 

on c mention incentive and conference theme 
& .nights that are the talk of Asia. 

In the evening, as you reflect on a 
busy day's business, you'll unwind 
UN with a tropical cocktail and prepare 
À for tomorrow. 

2 4 " Find out more about doing 
fp jj business at Le Meridien Phuket by 
contacting Meridien Reservations, 











business a breeze in Phuket. 

The rich scent of exotic flowers, the 
warmth of the tropical sun and the natural e 
hospitality of the people all play a part. 1 : 

But at Le Meridien there's EN 
something more. Something that 
mellows even the most hardened 
executive. A blend of local charm 
and French flair that’s simply unique. 

The effect is electric. Conflict V - M | 
becomes consensus. Threats become a Ni Ý your travel agent, any Air France 
opportunities. Business becomes a pleasure. b ^ ^ office or the hotel direct on tel (66 76) 


Facilities at the hotel include excellent. ^^ aie. 321480-5 or fax (66 76) 321 479. 
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X target a | heavily ied nd fakjackered i in- 
' fantryman backed up by electronic surveil- 
lance on the streets of Belfast. 

Thirdly, the ma has had to take stock of 
its failure in Northern Ireland. A campaign 
of violence restricted to the province has 

‘not had the demoralising impact on British 
; opinion that the IRA had anticipated. Even 












cks on the Royal L 
d Ulster Defence Regiment. The army 
says the first half of 1990 has been one of the 
busiest. periods it can recall, with use of 
Semtex on a wide scale and a new “lobbing 
~~ bomb” technique used to some effect. 

The sterility of the traditional strategy, 













sticking to Northern Ireland, was certainly 


apparent to the IRA's leaders by 1985-86. 


Unhappily for their victims, it was at this 


point—courtesy of Colonel Qaddafi’s gift of 
explosives, guns and cash—that the orga- 
nisation acquired the means to step up at- 
icks overseas. Libyan munificence helped 
'snape the international campaign, begun ir 





earnest in 1988, which so many police Je 


are struggling to extinguish. 


Winning few hearts, fewer minds __ 
The sheer pace and range of the IRA's cam- 


paign have damaged the already waning for- - 


tunes of the IRA's political wing, Sinn Fein, 
by pointing up the contradiction of a legal 


political party that is linked to a killing ma- 


chine. Sinn Fein once hoped to develop po- 
litical clout to complement. the iRA's military 
pressure: this. was: its “ballot-box and 


- Armalite”. strategy. But its 11% share of 


Northern Ireland’s poll seems frozen. In the 

Irish Republic the last election brought the 

party just over 196 support. The Republic is 

repelled by what its people se see as essentially 
"northern" violence. 


In the bedrock communities of the 
North’s nationalist minority—places like - 
zest Belfast, mid-Ulster, south Armagh and 


ondonderry—iRA. killings are in general ei- 
"ther justified or tolerated by more ordinary 
people than commentators outside the 

. province usually like to acknowledge. But 


~~ even there Sinn Fein admits that its vote is 


diminished by IRA "mistakes"—bound to 
multiply as the gunmen range wider. 


. . Sinn Fein cannot influence. the IRA, . 
" however. The political wing owes its exis- 
tence to the military campaign’ s brutal ar- 


. .ticulation of the minority's grievance. At 




















increasingly, he and others like him recog- 
.. mise how unlikely it is ever to achieve the 
n al aim of sans withdrawal. - Pia 





$0, the IRA has not reduced its murderous 
Ulster Constabulary 


he height of Sinn Fein's electoral appeal, it- 
Was attracting one in three northern Catho- : 
~~ lies: this was in the aftermath of the 1981- 
. RA hunger-strikes, when ten prisoners — 
starved themselves to death. The Sinn Fein . 
president and mp, Mr Gerry Adams, may de- 
plore particular IRA actions but he does not . 
condemn a campaign of violence—even if, - 


The Rover privatisation 








roup “to 


IMAGINE that a dade and industry secre- 


-tary had managed to secure the future of 
Britain’s last indigenous carmaker in the pri- 
vate sector—and that he had got an ambi- - 
tious £1.5 billion development plan under- - 


written in the process, safeguarding tens of 


thousands of British jobs without breaching 


the spirit of Thatcherism. Would he not ex- 


..pect to be congratulated? Would he not. 
hope for a few modest thanks on behalf of 
taxpayers, now relieved of enormous liabil- 


ities built up over decades? 
In fact, the former cabinet minister who 


.. executed this rare piece of dirigisme with his 


privatisation of the. Rover group, Lord 
Young, now sits in the stocks for what he 
himself once called "the deal of the decade". 
It was: for the buyer. 

The European Commission is — 
to announce on June 27th that British Aero- 
space (BAe), Rover's purchaser, must repay 


£44m that it received from the British gov- 
ernment as a part of the deal. But assuming - 
it holds to this line—on the grounds that 
these terms broke a Community rule on — 
—the EC will be delivering a quasi- ` 
judicial indictment not of the transaction it- - 
self, but of the way it was done. 





state aii 


Its merits are clear: Rover is now tucked 


‘safely under the wing of BAe and can con- 
tinue to develop its relations with a leading 
Japanese carmaker, Honda, which has taken 


a 20% stake in the business. Rover’s ambi- 
tion, to become a maker of quality cars 
across the range, looks less unrealistic than 
it once did. But what the Brussels ruling and 


various inquiries by select committees of MPs . 


/ lore sweeteners than light 


Lord You ung cut some corners to clinch his sale of the state-owned Rover 
ritish Aerospace in July 1988. The European Comming 
he went too far and is about to say so 


insurmountable legal difficulties reopening 


come down any Rargr.c over the sale terms 


tention. On the contrary, he was. 
‘down this path because all the higl 
were in BAe's hands. The governi 
' clearly determined to sell Rover 
British buyer would risk a hug 
row: America’s General Motors: 
gested a bid for Land Rover in 1986 anc 
-. had to back away in the face of a pub 
ry. Again, any buyer that represent 
val to Honda in the global. market 4 


are going to leave beyond dispute is that, 
along the way, Lord Young deceived the 
commission, misled the House of Commons 
and undervalued the group he was selling. 

The &C would dearly love to tell BAe it 
must pay more for its prize, but it would face 





a deal it once agreed. It made a political jud 
ment not to query the valuation in 1988. 
The commission felt then that it could not 


sion i ee iai nid : 
Brussels, and it still is not over. The ci 
sion was due to deliver its “final vert 
this week, but postponedit. — 
If Rover was indeed. undervalued, 
far from clear that this was Lord You 


ar 2 








Bu 


threaten commercial disaster: Rover's 
tionship with the Japanese company had 
come increasingly vital since 1979. In sh 
BAe was just about the only Hide buy 
town. |. 


The deal flowed from a cork 


conversation in December 198° 







t 1 988 he g government gave de 
an exclusive right to negotiate a deal. 
in a month they had agreed on terms: 
overnment would inject £800m to wipe 
over's debts and BAe would pay £150m 
ie group. The commission, after much 
trading, hacked the £800m down to 
m. But while the commission was pre- 
g to approve that deal, Lord Young 
already secretly offering extra induce- 



































y from the 
ese "sweeteners' ’ consisted—among 
hinge-—of a delay in paying the 
rice, worth £22m in interest pay- 
s, and a subsidy of £11m towards the 
of buying out the remaining private 
holders in Rover. A letter from Lord 
ing to Mr Smith two days before the sale 
-announced showed that the minister 
; anxious to conceal the last-minute 
mendments from Brussels. "On deferment 
sic) of the £150m consideration", wrote 
ord Young, “I can offer three possibilities 
| ascending order of risk that the defer- 
ent will be picked up by the icm 


yihing for nothing is aid 
lothing was publicly revealed about the 
weeteners until a Whitehall memo by the 
xmptroller and auditor-general, recounting 
iost of the details, was leaked last Novem- 
er. At subsequent hearings of the Com- 


Anew leading lady 


d TOW I don't want you each stand- 
: ing up and making little speeches, 
I want a really lively discussion.” Mrs 
Thatcher was addressing a group of 20 
film-industry bigwigs crammed into her 
front room on June 15th. The group was 
led by Sir Richard alan a dE the di- 
ries of ' Gandhi” and 


ed “Chariots of 
ire". They had been in- 


y tell the prime minister. 
nd Mr Nicholas Ridley, -- 
he trade and industry © 
retary, about their ft- 
ancial woes. Most of 
em were surprised to be: 
here at all, let alone to ~ 
find their "hostess bus- J, 
tling round the room || 
making sure they had = iL 
enough coffee ae 


T s 














mons trade and industry select committee in 
January this year, Lord Young defended his 


action: he said he had not told the commis- 


sion about the sweeteners because he did 
not consider them to be state aid. 


But the DTI permanent secretary, Sir Pe- 
ter Gregson, who took Lord Young's line af- 
ter the deal was done, gave a different view 
to the Commons public-accounts select 


committee in^ December 1989. “The 
government . 


said, “because i it was anxious not to re-open 
the commission’s approval of the state aid, 
which might have put in jeopardy. this 
disposal". 

In fact, as next week's aped ruling 
from Brussels will surely make plain, any- 


thing that is given to a company in return 


for nothing is state aid—and likely to distort 
competition. The only definition of state aid 
is the common-sense one. 

The House of Commons was also delib- 
erately kept in the dark, as a report from the 
trade and industry committee will shortly 
complain. Protests from the DTI that the 
facts were all laid before Parliament are 
sophistry: the £11m subsidy, for example, 
was so structured as to avoid a parliamen- 
tary vote and debate. The details were scat- 
tered throughout obscure parliamentary 
documents to leave the trail cold for even 
the most determined of Westminster blood- 
hounds. 
© Butina letter to Mr Smith of July 12 
1988 — which had to be laid before the trade 
and industry committee—Lord Young gave 
the game away. He wrote that “ 
grant of above £10m 


After a decade of ignoring the film in- 
dustry, the prime minister was all ears, 
and for 42 hours. She said she knew all 
about the cash shortage, and that only 27 
films were made last year compared with 
50 the year before. The government 
wanted t to open up the industry and help 

— it to attract more high- 
r- . risk capital, she added 
disarmingly. 

In the end Sir Richard 
and his friends got most 


pared by the industry on 
possible changes to the 
tax treatment of film f- 


(since it was not re 
quested), the movie-men 
will pocket a subsidy of 
£5m. Above all, the go- 





..took the view that it did 
about making these matters public" ,he 


...tequires afirma- 


of what they asked for. - 
The Treasury has agreed 
' to look at a report pre- 


nance. More surprisingly : 


tive resolutio and thus debate) in the 
House, it seems there are two choices: a) to 
cap the BAe grant at. £9.5m and b) to set the 
ceiling at £13.5m and for you to accept the 
greater risk of challenging and thus repay- 
ment being requir 

By the time the row over the sweeteners. 
broke last November, however, Lord 
Young’s sale was already looking less clever. 
The previous month, the National Audit 
Office had reported that in selling the group 
he had undervalued it by at least £56.5m. 
How fair is the charge of undervaluation! 
BAe acquired assets valued at around £1 bil- 
lion for a consideration of only £150m. But 
it also guaranteed to underwrite a develop- 
ment programme costing £1.5 billion in a 
company that was barely profitable at the 
time of the sale. In the event Rover’s profit- 
ability has risen dramatically since the pur- 
chase: it made trading profits of £64m in. 
1989, up from £50m in 1988. Mr Krishar - 
Bhaskar, head of the University of East An 
glia's motor-industry research unit, pub- 
lished a study of Rover within weeks of the 
deal. Using a variety of analytical techniques 
he came up with a price of £450m-600m for 
the group. 

History has proved Mr Bhaskar itc 
much to the benefit of BAe's shareholders. 
But Lord Young still looks set to be the tar- 
get for criticism, for playing the kind of sub- 
sidy game that the government is quick to 
criticise in others. Brussels bureaucrats have 
been left to point out to British taxpayers 
that they are due a hefty rebate. And a DTI 
copybook that is running out of clean pages 
is going to be blotted yet again. 





ahead has been given to a working party 
chaired by the Department of Trade and 
Industry to look at ways of attracting more 
(preferably British) private-sector money. 

Why the prime minister's sudden in- 
terest? No film buff herself, she admitted 
that the closest she gets to. the cinema is a 
bit of television on a Saturday night. Cyn- ~ 
ics say Mrs Thatcher was trying to keep up 
with Labour, which last month suggested 
its own ways of helping the film industry. 
Optimists hope she has glimpsed the tax 
possibilities in cine cinema and video 
turnover. D: 

"Why didn't youc come. and tell me all 
this ten years ago?" the prime minister - 
asked Sir Richard as he was. leaving. "Be-. 
cause | wasn't DEN darling," came the 





said yes. 


Less s of the dearing news, ve leaked hours 


later, that both Sir Richard and Mr. 
Puttnam had joined the Labour party 
Presumably all in the c cause of a full sup sup = 
porting programme. 3 ee 





| Tale of two parties 


X7/HAT Johnny Foreigner will swal- 
V Y. low, John Bull mp (Conservative, 
sland) will not. And vice-versa. Flitting 
t the Irish sea to the Dublin summit, 
Ars Margaret Thatcher must know that 
- | the European debate which now so impas- 
s] sions her party might yet split it. 
|  Hunched in an aircraft seat, deep in 
conversation: with her foreign secretary, 
Mr Douglas Hurd, Mrs Thatcher can take 
. some satisfaction from the latest ploy to 
prevent European monetary union. It may 
not sell well in the Irish capital, nor at the 
inter-governmental. conference in Rome 















in December, but it helps protect her war- 


. ting Tory church from schism. 
- -Mr Hurd, a staunch pro-European, has 
a; 'diplomat’s s facial control: a twitch of 
ámusement, a slight curl of pained disap- 
proval are the most he reveals. A touch of 
both, perhaps, as he watches Mr Bernard 
Ingham, Mrs Thatcher's amiable press 
secretary, patrolling up and down the air- 
craft selling salted nuts to journalists. Mr 
' Ingham will be purveying more dubious 
fare at Dublin, as he advertises the latest 
Treasury alternative to monetary union. 
, . Laced with state-of-the-art verbiage 
about European Monetary Funds and 
"hard ecus” and bold-sounding stuff 
* about European . convergence, the Trea- 
_ Sury paper is really a godson of Mr Nigel 
- Lawson's paper on competing currencies 


(deceased). It nods to Mrs Thatcher's fam- 


gests a plausible non-inflationary model 
for parallel currencies. But a come-on to 
monetary union it ain't. 
.., It would be surprising if it won the 
' warm approbation of either Euro-fanatics 
. or Euro-sceptics. Who could love such an 
ungainly beast? Even Mrs Thatcher, pre- 
sumably, only: tolerates i it as a diversionary 
wheeze. 
She has ivdided ads comment on 
these matters. But it is possible to follow 
- her thinking by listening to Mr Nicholas 
| Ridley, the trade and industry secretary. 
.He recently called for a multi-track Eu- 
rope: "How far individual member states 
- wished to travel along the road of eco- 
.. nomic and monetary union would be for 
| them to decide... France and Germany 
could fotm a closer alliance still if they 
wished . .. those who wished could form 
. joint central banks to manage their cur- 
rencies. But there should be no compul- 
sion on others to join”. 
Mr Ridley's speech was approved in 
advance by Mrs Thatcher—some believe 
. it was hatched by her. Mr Major's new 
proposal takes him towards Mr Ridley 














ily friend, Sir Alan Walters, and it sug - 


and Mrs Thatcher who agreed it in Gabi- - 
net committee only this week. But then — 
Mr. Major is a listening chancellor, and: 
must have heard the mutinous rumblings i 


from the Tory backbenches about a half-- 


way-house to monetary union. 


Thus Mr Steven Norris, the Epping E 


Forest MP: “It is regrettable that the For- 


Ridley's Euro-riddles 


ble that there isn't a strong enough coun | 
tervailing force". Or Mr Norman Tebbit: 


"There's a gradient i in these matters and 
once you have gone so far down the hill, 


you cannot turn round: you need to be 
quite sure that you are. happy about arriv- 
ing at the foot of the hill.” Others, voicing - 
similar opinions, even: say they. would re ` 
sign from the party if it was led to either - 


monetary or political union. 


Mrs Thatcher may occasionally depre- 
cate her most enthusiastic anti-European . 
followers, remembering the cursé of Ar- 
thur Balfour ona keen Tory follower: “he — 
pursues us with malignant fidelity". But - 
they offer her a bulwark against the Tory 
federalists; and if she decided to launch an _ 
election. crusade against the greater Eu- 


rope, many would follow her eagerly. 

If she did that, of course, she would 
risk losing the Tory pro-Europeans, who 
number many of the brightest in the party 
but are in a minority. Hence Mr Major's 
ingenious contraption-—essentially a po- 
litical machine, designed to hold his party 
together, not an economic one, designed 
to lock Western Europe together. 

While the Tories remain in office, it 


_ free trade or appeasement, it is a grea 
- sue, which arouses deep passion a 
| spawned irreconcilable camps. Prevent 


Party (president: Mr Edward Hea 
- might be Mrs Thatcher's last gr tp 
eign Office axis seems to be running not (ge 8 
only a foreign policy towards Europe but — 
also an economic policy. And it’s regretta- Another tale, another party n 
a umm E ~~. As Mrs Thatcher and her ministers pl 
. and agonise over how to keep their pa 
= unity, itis worth standing back to gape 
the U-turn that has made Labour, whic 
` was committed to leaving the EC in 198. 
s ~ fervently pro-European. — 


. deep roots, snaking into some odd places. 
. When, in May 1950, Britain had to decide 

- whether to join the Schuman iron and E 
steel agreement that became the common || 
. market, it was up to Herbert Morrison, cg 
_, the deputy prime minister, to act. He was. |. 
. tracked down to a Soho restaurant and | 
.- decided: “It’s no good, we cannot do it: - 





country was no longer a tenable proposi- 


generation of European Socialist leaders. - 


. Sedgemore, astonished fellow-MPs wit 


_ The arguing has already begun: but som 








































would require a catastrophic politica 
judgment by their leader to split the 
But if they were beaten by Labour, tl 
European row has ingredients that co 
divide them permanently. Like Trelan 


the emergence of a European Democ | 


cal challenge. 








Labour's old anti-Éuropesnism hid 


the Durham miners won't wear it". dE 

Soon after he became leader Mr Neil | 
Kinnock decided Labour's long hostility. | 
to the capitalist common market had to` || 
be reversed. This stemmed partly from his | 
realisation that Keynesianism in one — 


tion, and partly from his links with a new 


Mr Jacques Delors’ speech to the 1988 
Trades Union Congress was a further step 
down the road. Last week a member of the 


left-wing Campaign Group, “Mr. Brian 


passionately pro-European speech, argu 
ing “it is time that left-wing members re 
garded the EC as a stunning opportunity’ 

One of Labour’s fervent pro-Europe 
ans, Mr Giles Radice, said: “It’s one of th 
most astonishing transformations j in Bi 
ish political history...1 still have 
pinch myself when I make speeches to 
bour méetings and find them on my si 
Pondering why, he added: “It’s much 
ier to come to the conclusion that yo 
(only) a medium-sized European pow 
you are out of office and have been be 
in three general elections". 

The biggest test for Labour's new 
stance will come in Rome. If the monetary 
union debate splits 11-to-one, with Britait 
isolated, the party will face the dilemma o 
backing union, or backing Mrs Thatcher 


shadow ministers believe it will back t 
etary union—without a serious split 








bers of the European... 
mmunity neared an agree- 
nt to limit Japanese car - 
imports. Though no quota 
be set, Japan will be asked 
untarily” to limit growth 
996 share of the Euro- - 
in car market. Cars pro- 
nad : Cne be fac- 





ctions ; will lapse aker iue 
p. Heard that before? 


G? TT negotiators agreed to 
freeze import surcharges. 
The deal marks the first 








year. Trade negotiators are - 
aid to be nearing another 
deal to remove restrictions 

h limit the flow of private 
ect investment across na- 





lurope' s transport ministers 


escapa vá aarin li 


'$ will be. 

























- securities based on baskets of 


E i rebuff. from the cour 






progress made in the Uruguay , 
round of trade talks for over a- 


greed to liberalise controls on | 


. |. ica came top of a survey of in- 






cL. carried out by IMD, a Swiss 


|: pore was the favourite among 


monopoly. The hope is to 
draw in a foreign partner rich 
in cash and technology. Some 
of America's Baby Bells are in- 


terested; so is Japan's NTT. : 





don’s highly automated stock - 

. exchange, predicted that 260 
of its 2,600 employees could. 
mde redundant this year. 


Chrysler said it has stepped 
up its search for a carmaking 


America's Supreme Court 


ruled that the Commodity | 


Futures Trading Commis- partner. It is now talking to It- 
sion—not the Securities and | aly’s Fiat. 
Exchange Commission— 


Telekom, West Germany's | 
state-owned telecoms group, is 
to borrow $18 billion over the 
next seven years to help meet 


the $33 billion cost of mod- 


; should regulate trading in new 


equities, This is not the only 
to the 
_ SEC; It also recently struck 


















































- down SEC regulations aimed at | ernising East Germany's an- 
- stopping insider tradingand | tiquated telephone 
at ensuring a one-sha e-one- . | network. 
vote rule. — 054 09.7. pq BP 
opo the pops | _ Kohlberg Kravis Roberts has 


` put together a $5.5 billion re- 

financing aimed at shoring up 

its piéce de résistance, the $25 

billion leveraged buy-out of 
RJR Nabisco. The plan is to 
retire $4 billion of junk bonds, 
which have proved unpopular 
with investors because they 
pay interest in more junk 
bonds rather than cash. To 
help do that KKR will put $1.7 
billion of new equity into RJR 
Nabisco from one of its lever- 
aged buy-out funds. 


Japan, Switzerland and Aper 








ternational competitiveness 









~ management school. Singa- 





| developing nations. To arrive 
at its overall rankings, the sur- 


. retire early. 






































. vey combined assessments of 
. | -national qualities ranging 
_.| from education and research 
^to PES regulation. 


- Ü | Er i | n rs please 
Mee has put up for sale a 


as fifth of Telefonos de Mex- 
ico, its state-owned. telecoms 





















Bankers for Donald Trump 


said that the beleaguered 
property mogul's $3.3 billion — 
in debts exceed his assets by 
several hundred million dol- 


lars. Mr Trump has defaulted 


on $73m in interest payments 


while trying to negotiate a 
restructuring of his empire. 


His book "Surviving at the 








Top" is due out in August. 


The dama of Chase Man- 
hattan, Willard i Butcher, i is to 





Thomas Labrecque, will have 
to restructure the New York 
bank to handle property and 
third-world problems. And to 
find a nee HERD 


; Hand in hand 


Russia will buy about $2. 4 bil- 
lion worth of digital telecoms 
equipment from a joint ven- 
ture between Krasnaya Zarya, 
a Leningrad-based industrial | 
concern, and Alcatel Bell. The 
deal follows Cocom's decision 
to liberalise controls which 
had limited such exports on 
the grounds that they might 


help Russia's armed forces. 


Eastman Kodak formed an 
alliance with IBM to create new 
computer systems for newspa- 
pers and magazines. 


Svenska Cellulosa, a Swed- 
ish pulp-to-packaging group, is 
to buy Reedpack, a British pa- 
per and packaging company, 
for $1.8 billion. 


Britain's Midland Bank said it 
would hand over much of the 
business now done by its 


Hongkong subsidiary to its lo- 


cal partner, Hongkong and 
Shanghai Bank. 


Take a note 





IBM announced new software 
that will make it easier to cre- 
ate computers. that can read 
handwriting. But it has not 
yet decided to jump into the 
-small-but-fast-growing market 
- for such machines. - : 
































on the defensive. In 








ew pan-European 
the creation of a 
uropean Community 
ly derided by many of 
Europe's unions as a virtual carte blanche 
for employers to subvert national labour 
agreements and shuffle jobs to the cheapest 
or most acquiescent workers, the 1992 pro- 
gramme is now seen by many unions as an 
opportunity to regain the initiative. 

Union leaders are particularly keen on 
the social charter, a set of principles drafted 
by the European Commission and adopted 
last December on a non-binding basis by all 
_ member states except Britain. The charter 
seeks to establish basic rights for workers in 
the new Europe. In Britain, union leaders 
hope to bypass a hard-line national govern- 
ment by getting enshrined in European leg- 
islation protections and powers which they 
have no hope of winning at home. The so- 
cial charter would “construct a social dia- 


logue as opposed to Mrs Thatcher's prefer- 


"nce for a social monologue,” asserts Mr 





- Britain's MSF, a general technical union. 


. Union leaders across Europe feel that 
.. they can rightly demand something in exe. 
= change for the greater freedoms being — 

awarded businesses as trade and regulatory - 
barriers are dismantled in the run-up to ~ 






1992. Finally convinced that the sin 
_ ket will create more jobs, unions alsc 
to spruce up their dowdy images by 






graphic and social trends which have 


reduced union power so visibly over the past - 
ill also make many employers, 


facing fiercer competition in less protected 


home markets, more determined not to con- 


is cede to union demands. Already Italy's 
three union confederations have decided to 





t à c cade | of | déclining i 
and political clout, Eu- | 


e union lead- ` 


eir d istab” 

lishing cross-border links and’ associating | 
.. themselves with the new employment and- 
affluence promised by 1992. E ak 
... Such union optimists are probably de- 
-luding themselves. If anything, Europe's sin- 
gle market is likely to accelerate the demo- - 


1 droves, Europe's trade unions are hoping that 





call for a general strike on July 10th-1 5th b. 
cause Confindustria, the employers’ federa- 


tion, has taken such a tough stand. in pay 
negotiations, citing Italian companies' de- 


. Clining competitiveness relative to the rest. 


of European industry. : 

The problems facing Europe's unions 
are far worse than they care to admit. Union 
membership has declined dramatically 
throughout the EC over the past decade. 

Part of the blame rests with unions 
themselves, many of whom have spent too 
much time looking backwards even as Eu- 
rope's employers, politicians and voters 
have been looking forwards. Changes in the 
economy, the workforce and the workplace 
have made matters worse: » 
€ The percentage of part-time workers and 
women in most EC labour markets has 
grown. Both groups are tough to recruit be- 
cause their priorities—child care, equal 
opportunity, flexible hours—often differ 


from those of traditional union members. 
e High unemployment in Europe during the 


1980s robbed the unions of millions of po- 
tential members. 
@ Though declining industries such as ship- 


building and mining remain bastions of 


union strength, fast-growing high-tech and 


-service companies have produced a white- 
-collar workforce that is largely indifferent to- 
trade unionism. Trying to get employees in 
high-tech havens such as Scotland's Silicon 
< Glen or France's Sophia-Antipolis to join a 
union is an uphill task. S 
. @ Employers such as Japan's Nissan have ne- 
gotiated single-union agreements that have. 
- weakened the bargaining power of workers- 
` and divided the union movement. Copying - 
the Japanese, other European employers 
such as Honeywell-Bull and St Gobain have 
. also involved employees in decision-making 
- via works councils, briefing groups and qual- 
- ity circles, reducing the need for old-style 
union representation. 
-@ The decentralisation of pay agreements, 
sometimes down to factory level, and the 
‘spread of bonuses and profit-related pay 


have made it harder for unions to organise 
nationwide industrial disruption. 
These changes help explain why strikes 


Unions in both countries have 


tober 199 ho 
taurant workers' union is claiming 


protect unions from these trends, The 


ish government has already kic 


countries in the 1980s. Only two, West Ge 
many and Denmark, bucked the 


trying, 10 Metall, the West Germa 


workers’ union, won an agreement : 


that will introduce a 35-hour week frc 
995. In Denmark the hotel 











McDonald's fast-food outlet, a lo 
bol of low-wage, part-time employmer 
Danish and West German u 
still a force to be reckoned with, ma 
cause low unemployment, together. 
gional collective bargaining, have bo 
the unions in both countries, —— = 
Elsewhere no form of sc legislation 





pean Commission's _ social-action 
gramme, a package of legislation to 
some of the social charter’s prin 


likely to be heavily watered down 








r commission n piaposals chat would give 
time and temporary workers the same 
s and benefits as full-time workers. Ex- 
t more battles as the commission tackles 
ther sensitive issues such as night work and 
ving workers a say in management. 
Worse, national and international rival- 
; will probably prevent unions from seiz- 
g the few opportunities for boosting their 
mbership or muscle that 1992 offers. So 
ir, attempts to establish cross-border union 
links have failed dismally, producing little 
more than an alphabet soup of acronyms. 
hough Unice, the European employers’ 
onfederation, is widely respected, its coun- 
terpart, the Brussels-based European Trade 
nion Confederation (ETUC), lacks credibil- 
ity arid reSources. ETUC is a broad and di- 
ided church, with 39 national confedera- 
ons representing 45m members, and can 





The boy done well 


"ARKETING men in the entertain- 


| ment industry are trying to explain 
a’ new phenomenon: 


tenor's greatest hits, tastefully called "The 
Essential Pavarotti", has become the first 
lassical album to top the British pop 
harts, His single of Puccini's. "Nessun 
orma,” is heading for a similar position 
1 the singles chart, Why? 
- Blame the BBC and the World Cup, at- 
ues one group of jealous music types. The 
BC chose "Nessun Dorma" (none shall 
leep) as its World Cup theme, giving the 
ong, which has also been used in ad- 
ertisements for Pirelli tyres and Italy's 
state-owned airline, two free plugs every 
day. For such cynics Mr Pavarotti's suc- 
ess shows the extraordinary power of 
elevision in selling music. Licensing de- 
partments. in record companies merely 
used to collect. toyalties; now they hassle 
te levision. programmers, film-makers and 














. Mr- Luciano 
Pavarotti. A compilation of the Italian 


rarely agree on anything. 

In one all too typical example the ETUC 
had difficulty setting up a meeting between 
several British trade unions representing 
workers on the Channel tunnel project and 
their French opposite numbers, the Conféd- 
ération Générale du Travail (CGT) and 
Force Ouvrière (Fo). The right-wing FO, 
which belongs to ETUC, refused to attend 
any meeting set up by ETUC which included 
the Communist-led cor, which has applied 
to join ETUC but has been refused on the 
grounds that it is not run democratically. In- 
stead, FO insisted that che European Com- 


mission, not ETUC, write a letter inviting the - 


CGT to discussions with Transmanche Link, 
the Anglo-French contractor building the 
tunnel—hardly a harbinger of more cross 
border co-operation. And, in a bizarre 
move, Europe's airline pilots recently split 


:PÓf 


admen to use their music. 

But Mr Pavarotti's album spent three 
months in the British charts before the 
BBC selected it—and a similar 
Pavarotti compilation has topped 
the charts in Spain. Record compa- 
nies have discovered that a bit of 
marketing pizzazz can turn their 
classical artists from cultural bag- 
gage into commercial successes. Pic- 
tures of curvy cellists and punkish 
violinists adorn European railway _ 
stations. Some think that Ameri- 
can teenagers can be persuaded to 
“go classical" too. 

Jazzing up old brand names is a 
standard marketing trick, but it is 
also expensive. Decca, Mr 
Pavarotti’s record company, says 
his album still has not broken even 
because of its high promotional 
costs. But Decca’s rivals reckon the 
firm will make huge profits—and 


Ow 





| into two rival groups to negotiate with em- 


ployers which themselves are rapidly merg- 


ing or establishing pan-European alliances. 


“It is unlikely that workers will strike in 
Birmingham because of problems in Bolo- 
gna or Barcelona," observes Mr Zygmunt 
Tyszkiewicz, general secrétary of UNICE. 
Moreover, instead of being a panacea for 
European unions' problems, the single mar- 
ket is likely to-add to them by making it eas- 


ier for firms to invest anywhere i in the EC. 


That will encourage companies to play na- 
tional unions off against each other in a bat- 


tle to attract investment. Even unions that 


manage to.organise pan-European industrial 
action may be.left empty-handed. By threat- 


ening to switch production to emerging 


markets in Eastern Europe, determined em- 
ployets may try to call their bluff. 


with none of the inconvenience of prima 


donna rock stars. Mr Pavarotti has hap- 
pily renewed his five-year Decca contract, 
despite his soaring sales. And which rock : 
star would. spend five hours signing . | 
records, as Mr Pavarotti regularly does? 


THE OFFICIAL BBC GRANDSTAND WORLD CUP THEME | 





Sleep through this? 
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1989/90 Report and Accounts will be 
ed to shareholders from 20 July 1990. 
Copies may} e obtained in due course from the 
Director of Corporate Communications, — 
rent Pic, 2297 Coventry Road, 


John Bellak, Chairman 
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The myth of economic sovereignty 

















Foreign investment has galloped ahead in the past decade. This trend is 
changing the character of the world economy 


4 VERY industrial country, including 
L Japan, has more of its economy under 
.] the control of foreign firms than a decade 
ago. As the pace of economic integration 

| has quickened, the complaints have 
- grown louder. Businesses that spend their 







profits overseas are attacked (at home) for 


not investing in their own country and 
(abroad) for scheming to undermine their 
host economy. 

Assessing the impact of foreign direct 
investment (FDI) is difficult, because every 
country defines it in its own way. In Amer- 
ica owning 1096 or more of a company 

: -constitutes "control" and thus counts as a 
“direct investment. In West Germany the 
(^ ratio is 25%, in Britain and France 20%. 
Foreign ownership is different again. This 
covers (a) the stock of direct in- 
vestment that secured control and 
(b) acquisitions financed in the 
host country (these are not 
‘counted in direct investment). 
Luckily Ms DeAnne Julius, the 
chief economist at Royal Dutch- 
Shell, an oil company, has, in a re- 
cent book*, done a remarkable job 
- of wading through the national ac- 
counts. Unsurprisingly, she finds 
that the extent of foreign owner- 
ship varies tremendously across 
the big five economies. Only 196 of 
Japan's assets were owned by for- 
eign-controlled firms in 1986, and 
just 0.496 of its workers were em- 
ployed by them. In America, by 
contrast, foreign-controlled firms 
owned 9% of the assets, employed - 
496 of the workers, and accounted for 
one-tenth of all sales. 

Even so, compared with Europe, 
America looks almost autarkic. In Britain 
foreign-controlled firms owned 14% of 
the assets, employed one in seven workers 
and accounted for one-fifth of all sales. In 
West Germany the foreign-owned compa- 
nies owned 1796 of assets and accounted 
for 19% of sales. In France, the domi- 
nance of foreigners was greater still. 

Foreigners may own only a small share 
of American business, but in absolute 
terms America has been the biggest recipi- 
ent of new foreign investment. Between 

_1980 and 1988 the flow of foreign invest- 
| mentinto Ámerica totalled $252 billion at 

. 1980 prices (see chart). By 1988 direct in- 
vestment was flowing in at the rate of $41 
billion a year. America's direct invest- 
ment overseas proceeded at a much slower 
pace. Measured at book value (an unre- 
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Cumulative total 1980-88, $bn (1980 prices) 





SLES LTE SIUE T OMEN ICH NOTTS SOE RETIN dE UN E RO ADRES 


alistic assumption), America’s assets 
abroad are now worth less than foreign- 
ers assets in America. 

Letting foreigners bid for domestic as- 


sets should ensure that they will be used in 
the most efficient way. Domestic consum- _ 


ers will benefit from lower prices and/or 


better goods. Like free trade in goods, free 


trade in capital lets companies exploit 


their comparative advantage in superior 
management, better technology, what 
have you. Investors and recipients alike 
should gain from FDI. | 

Usually, anyway. In principle, direct 


i 


investment might sometimes harm the re- 
cipient country. A company’s spending 
on R&D, for example, may benefit the 
economy by more than the cost to the 
business: it may, in other words, carry an 
external benefit. If so, and if foreign firms 
spent less on R&D than domestic firms, 
then purchases of domestic firms by for- 
eign ones could harm the country’s econ- 
omy. By a similar argument, if there are 
economies of scale in producing some- 
thing, then letting a foreign firm into the 
domestic market might enable it to drive 
out domestic producers and make monop- 
oly profits. | 

The most authoritative analysis of 





*"Global Companies and Public Policy”, by DeAnne Ju- 


lius. RIIA/Pinter. 


**"Foreign Direct Investment in the United States", by 
Edward Graham and Paul Krugman. Institute for Inter- 


national Economics. 




















these and other economic objections t 
foreign investment is a study** by Messi 
Edward Graham of Duke University an: 
Paul Krugman of the Massachusetts Insti 


tute of Technology. In America, the 
found, foreign companies spend more p 
worker on R&D than their domestic cot 
terparts, and pay their workers as m 
So even if foreign companies merely 
place domestic firms, the spin-offs are 
likely to be smaller than from dom 
ones. In fact, some foreign investment 
supplement rather than replace dom 
investment. Some advocates of "ind 
trial policy", such as Mr Robert Reic 

Harvard University, therefore argue 
foreign investment should be subsidi 




























Let governments compete — 
Perhaps the most profound change 
flows of foreign investment cause is this 
country's trade balance, so often a f 
of attention, no longer reflects how wel 
country's businesses are doing. When 
Texas Instruments sells a silicon chip from 
. its plant in Singapore to its parent 

in America this counts as an | 
American import. If trade bal. | 
ances were defined in terms of. 



















































. Worldwide, sales by American-owne 
companies to non-American-owned on: 
exceeded America’s conventionally mea 
sured exports by a factor of five. I 
chases from foreign companies were t 
times greater than America’s imports 
an ownership basis, America's trade 
cit of $144 billion in 1986 becomes a sui 
plus of $57 billion. H 

Foreign direct investment has alread 
reduced the freedom of governments 
determine their own economic policy. If 
government tries to push tax rates up, fo 
example, it is increasingly easy for busi- 
nesses to shift production overseas. 
Equally, if governments fail to invest in 
roads, education and so on, domestic en- 
trepreneurs are likely to migrate. In short 
foreign investment is forcing govei 
ments, as well as companies, to compe 
























A.C. NIELSEN is suffering the customary 
fate of a messenger bearing bad news. 


$, ABC, CBS and NBC, would cheerfully 
oot it. They are furious about Nielsen rat- 
s which indicate that the decade-long de- 
ne in their share of the American televi- 
on audience, from 90% in 1980 to around 
6696 in 1989, is accelerating. | 
." The total size of the television audience 
Iso shrinking. Nielsen ratings show far 
er people watched television in the first 
months of 1990 than a year earlier. In 
ebruary the number of women aged 18-49 
ching television during the day was a cat- 
trophic 14% down on 12 months earlier. 


























o's watching? 


ese are the viewers whom advertisers 
jst want to reach. Their viewing in prime- 
ime evening hours was also lower: by 5.8% 
1 February, 6.696 in March, 4.396 in April 
and 1.5% in May. . | 
_ Mr John Dimling, a senior Nielsen exec- 
ive, admits his company has no idea why 
ople are suddenly cool towards television. 
t, he says, Nielsen is not in the business of 
wering sociological questions: what it has 
e for the past 54 years is measure the size 
d composition of broadcast audiences. 
The networks do not want to believe the 
es. The decline in their Nielsen ratings 
s they have failed to attract the audi- 
which they guaranteed advertisers 
0,000-320,000 for a 30-second prime- 
slot. To compensate, the networks 


68 


~~ outfit owned by a media mogul, Mr Robert 


rica’s three big national television net- 


hey pre-sold them television time at 





Maxwell, to provide an. alternative ratings 
service. Nielsen is not immune to the pres 
sure. It is eager to study any changes in its 
methodology that. the networks propose, 
just so long as the suggested "improve- 
ments" do not compromise its good name. 

Nielsen is not just being a Miss Goody 
Two-shoes. Independence is the stock in 
trade of its parent, Dun & Bradstreet. As a 
market-research and credit-rating company, 
Dun & Bradstreet cannot afford to compro- 
mise a reputation that brings it revenues of 
$4.3 billion a year simply to retain the busi- 
ness Nielsen gets from the three television 
networks. Dun & Bradstreet refuses to dis- 
close how much that is. Nielsen executives 
are a bit more forthcoming. They "do not 
quarrel" with industry guesses that it 
amounts to about $15m a year, or less than 
2596 of its media-research revenues. 

_ Advertising agencies are loudly on Niel- 
sen's side. Nielsen executives are wary. They 
know Madison Avenue too well to put 
much faith in advertisers tilting against the 
networks. As one big advertiser admits: 
"The only thing worse than paying too 
much [for air time] is being shut out." 

So the networks look set to win round 
one against the advertisers even if Nielsen 
refuses to cook, or slightly warm over, its rat- 
ings. The publicity given to the networks’ 


complaints will probably prompt the 4,000 


members of Nielsen's sample audience to be 
more diligent about pushing the buttons on 
the "people meters" installed in their 
homes. So an upward blip in the Nielsen rat- 


ings is likely. Even if that does not happen, 


the networks are better protecting them- 


selves against “make goods”. They are clos- 


ing ranks to draft new forms of audience 


guarantees that serve their interests rather 


than those of the advertisers. 

The networks may find it harder to win 
the later rounds. A machine that watches 
people watching television, a “passive peo- 
ple meter”, is being jointly developed by 
Nielsen and the laboratories of the David 
Sarnoff Research Centre. It promises to be 
much more accurate than the old Nielsen di- 
aries (viewers cheated, reporting they had 
watched opera when they had tuned into 
game shows or all-in wrestling) or the push- 
button people meters Nielsen has used since 
September 1987 (people forget to push the 
buttons off when they leave the room). 

The passive people meter has digitalised 
images of members of the household in its 
memory. It calls the faces it does not recog- 
nise “visitors” and it records people as 
watching only when their faces are turned to 
the set. If they leave the room, turn away, 
bury their heads in a newspaper or engage in 
heavy petting on the couch, they cease to 
count as viewers. The networks were ini- 
tially enthusiastic. They are now having sec- 
ond thoughts: you cannot shoot a robot. 
a a a trem 


Buying telephone companies 






NEW YORK | | 
HE prospect of running the telephones 
in foreign lands is arousing the sort of 
excitement that foreign railways provoked 
earlier this century. The risks loom large, 
but acquisition-minded telephone compa- 
nies are concentrating on the potential re- 
wards. Their appetites have been whetted by 
the sale this month of New Zealand's tele- 
phone utility to two Baby Bells (Ameritech 
and Bell Atlantic) for $2.5 billion. | 

An increasing number of the world's 
telephone companies have the enthusiasm, 
the technical expertise and the cash to con- 
template such purchases. Salomon Broth- 
ers, a New York investment bank, counts at 
least 14: America’s seven Baby Bells and. 
GTE, Britain’s Cable and Wireless and Bri 
ish Telecom, Spain's Telefonica, Italy s 
STET, Bell Canada and France Telecom. 

Suddenly these prowlers have no short- 
age of opportunities. The assumption that 
any country worth its salt must run its own 
telephone network is fading. The Puerto 
Rico Telephone Company is up for sale at 
an asking price of $3 billion. The Mexican 
government aims to raise up to $4 billion by 
selling its 5696 stake in TelMex. Bids are due 
by June 25th on Argentina's sale of 60% of 
its telephone utility, Entel. Malaysia's is sup- 
posed to come to market this year, followed 
by Singapore's. The systems in several other 
countries are on the "possibles lists" kept by 
investment banks chasing this business: 
Australia, Uruguay, Paraguay, Venezuela 
and, eventually, Eastern Europe. 

Foreigners risk getting their wings 
clipped just about everywhere. Puerto Rico 
would invite an invasion by the United 
States marines if it expropriated foreig- 
holdings. Singapore and Malaysia are carc 
carrying capitalists. Yet even in countries 
where the risk of renationalisation is small, 
foreigners running the telephones will be 
tempting targets for politicians chary of for- 
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Strong Performance in 1989: Commerzbank group business 
volume advanced by 7296 to DM 208.9 billion, fuelled by buoyant 
lending. With net income up 15.396 te DM 564 million, we again 
strengthened our financial base to the benefit of customers and 
. shareholders. Reserves were raised by DM 281 million and equity 
capital, which has doubled over the last five years, soared DM 925. 
million to DM 6.6 billion, thus equipping us well for future growth. 


e 


Solid European Base: Our strategy for the Single European Market 
calls for reinforcement of our own network and intensified coopera- 
tion with our fellow members of the Europarthers group, Banco di 
Roma, Banco Hispano Americano and Crédit Lyonnais. 





Emerging Potential in Eastern Europe: Commerzbank is making 
sizeable investments to enter the new markets in Eastern Europe. 
New outlets in Budapest, Prague, and Warsaw will strengthen our 
presence there. In East Germany, where we are already in East 
Berlin and Leipzig, we plan to expand further this year. 





Extensive International Presence: Including new offices opened 
in 1989 in Bangkok, Bombay. Seoul and Singapore, Commerz- 

bank is present in over 30 countries. We are close to our clients 
worldwide. 


Growing Force in Investment Banking: Our investment banking 
activities extend to the leading markets of the world. in our home 
market last year, we achieved the highest share in the volume of 
new listings. 





Creating value is the cornerstone of all our long-term objectives - 
value for our customers, shareholders, and employees, and for 

the markets where we operate. This philosophy has served us well 
in the past as we have consistently focused on the basics in an 
increasingly competitive environment. We are confident that our 
inherent strengths will also enable us to continue to create value 

in the years ahead. 





COMMERZBANK . 


German knowhow in global finance 


Headquarters: PO. Box 1005 05, D-6000 Frankfurt 1, West Germany 9? (69) 1362-0, & (69) 285389, Telex 41325 30 cbd 

international Presence: Amsterdam, Antwerp. Atlanta. Bangkok, Barcelona, Being. Bombay, Brussels, Suenos Aires. Cairo, Caracas, Chicago, 
Copenhagen, Geneva, Hong Kong. istanbul, Jakarta, Johannesburg, London, Los Angeles, Luxembourg. Madrid, Manama (Bahraini, Mexico City. Mian, 
Moscow, New York, Osaka, Paris, Rio de Janeiro, Rotterdam, São Paulo, Seoul, Singapore, Sydney Tehran, Tokyo, Toronto, Zurich. 
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Sales and other revenues 
Duties and taxes 


Fixed assets (net of depreciation) 








Operating Highlights 


Natural gas sales (million cubic metres) 
Crude oil processed in the Group refineries 
(thousand metric tonnes) 


Polymers and synthetic rubber production 
(thousand metric tonnes) 
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Crude oil production 
(thousand metric tonnes) 





1985 1986 1987 1988 


1989 
| REPORT OF THE BOARD 
| OF DIRECTORS 


| — Petrofina’s share of the Group 

| consolidated profit for 1989 was 21,822 
| million Belgian francs ($ 553,474,000), 

| compared with 20,191 million Belgian 

| francs ($ 548,568,000} in 1988. 

| This 8 % increase is mainly due to the | 
| improved performance of its petroleum 
| business, which more than compensated 
| for the profit drop of the chemicals divi- 
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Refined product sales (thousand metric tonnes) 
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| sion. Our upstream activities have 

| benefited mainly from increases in crude 
| oil prices and a significant rise in our 

|. natural gas production. The downstream 
| sector enjoyed a steady demand for 

| E products: refineries a 

| at ful 


capacity, margins were higher than 
ast year and our petroleum product 


| sales increased bv 8 %. 


In order to prepare for the Single 


| European Market of 1993, we have 

| regrouped the interests of most of our 

| subsidiaries established in a Member- 

| state of the Community within a com- 

| pany with an European onentation, 

| called Fina Europe. This company wil 

| be responsible for the standardisation, 

| harmonisation and integration of the 

| support activities common to our 

| European subsidiaries, so as to enable us 
| to adapt our management structure and 
| operating procedures to the spint of the 
| Single European Market. 





Consolidated turnover increased 


: from 487 billion Belgian francs 
| ($ 13,223,983,000} to 578 billion Belgian 
| francs ($ 14,651,592,000), an increase of 


19 %. Cash flow was 53.3 billion Bel- 


| gian francs ($ 1,350,942,000) compared 
| with 56.9 billion Belgian francs in 1988. 
| The Group capital expenditure was 





65 billion Belgian francs in 1988, 
compared with 47.5 billion Belgian 
francs in 1989. In 1990, new invest- 
ment commitments will total approx- 
imately 65 billion Belgian francs. 


FINANCE 


Due to the progressive openin 
up of world capital markets, it 
became possible in 1989 to organize 
our financial operations around 
two centres, in Europe, Petrofina 
International Group based in 
Brussels and in the United States, 
Petrofina Delaware, based in Dallas. 








To meet the Group’s short term 
financing requirements, commercia 
paper programmes are available on 


the US. market and the Euro- 
markets, now totalling 1.8 billion 
lars, 


In 1989 the credit rating of our 


programmes was confirmed as 
A1/P1/FI by the rating agencies. 


In addition to these programmes, 
Petrofina has a medium term 
"Euronotes" programme and bank 
credit lines, amounting to facilities in 
excess of 5 billion dollars. 

ne rights issues of one new share 
for every fifteen shares held and of 
150,000 shares reserved to employees 
were successfully concluded on 
April 6, 1989. The rights.issues of 


16 billion Belgian francs, added to the 


C 





1985 1986 1987 


operational cash flow of 53 billion 
Belgian francs and with the sale of 
assets of 2 billion Belgian francs 
resulted in a cash surplus of 12 bil- 
ion Belgian francs after financing 
capital investment of 47 billion Bel- 
gian francs and a dividend payment 
of 12.5 billion Belgian francs. The 
surplus financed an increase in 
working capital, which rose from 
15 to 20 billion Belgian francs and 
a reduction in long term debt. 











This long term debt amounted to 
34.3 billion Belgian francs and was 
2.5 billion Belgian francs lower than 
in 1988. After taking into account 
swap deals, 80 % of the long term 
debt is expressed in dollars. The total 
financial debt amounts to 66 billion 
Belgian francs compared with 79 bil- 
lion Belgian francs in 1988. The share- 
holders’ equity was increased by 
25 billion Belgian francs to 150 bil- 
lion Belgian francs. The total debt to 
equity ratio is 0.44 compared with 
0.63 in 1988. The total debt to capital 
employed ratio (“gearing ratio") is 
31 % compared with 39 % in 1988. 

In the United States, the Securities 
Exchange Commission has autho- 
rized an American Depositary 
Receipts (ADR) programme for the 
ordinary shares of Petrofina. The 
programme started in April 1990 and 
will allow us to improve the quality 
of the service rendered to our Ameri- 
can shareholders. 


ALLOCATION 
OF PROFIT 


Atthe General Meeting on 
May 11, 1990 the Board has pro- 
posed the distribution of a dividend, 
net of withholding tax, of 416 Belgian 
francs per share, compared with 
400 Belgian francs for the preceding 
financial year. This dividend is pay- 
able in respect of 21,660,445 shares. 


we 


1988 1989 


Refined product sales 


thousand metric tonnes) 


The full annual report, including 

the report of the Statutory auditors, 
is available on application to 
Petrofina S.A. 

Public Relations and 
Communication Department 

rue de l'Industrie 52, B - 1040 Brussels 
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19-21 Nathan Road, Tsimishatsui, Kowloon, Hong Kong. 


Tel: 369 8698 Fax. 369 8698 
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From start to finish, it takes about four hours to 
make a washing machine. Two of which are spent 
painting the steel — and then waiting for it to dry. 

This is frustrating for the manufacturer, to say the 
least. Because all the time his machine is in the paintshop, 
someone else's is in the shop window. 

To a lateral thinker, the solution is obvious: get the 
steelmaker to paint the steel before he delivers it. 

To the steelmaker, it isn't quite that simple. 

Because the painted finish now has to survive the 
entire manufacturing process — and still look as if it 
hasn't been anywhere near it. 

Happily, British Steel had been through that particular 
hoop before. 

We already had a pre-painted steel, developed to 
save time in the construction industry. 

We knew it was resilient, and resistant to extremes 
of weather. (You'll find Colorcoat* cladding on buildings 
all over Europe, America, Asia and Africa.) 

Could it now stand the high-speed piercing, pressing 
and 180 degree bending which go into making a washing 
machine? 

With help from a leading British paint supplier, we 
soon had the answer. 

The results were spectacular. 

Down-time went down. Manufacturing costs went 
down (by 14 per cent in some cases). And sales of 
Colorcoat went up and up. 

Partly due to white goods. And partly due to brown 
goods: TV's, videos, hi-fi units and microwaves. (Not to 


* Colorcoat is a Registered Trade Mark of British Steel. 


The rest will be here when they're dry. 


The added values of British Steel. Number five of a series. 


This washing machine was made with pre-painted 


British Steel. 


mention car components, office furniture, scientific 
equipment and satellite dishes.) 

In fact, Colorcoat in all its forms has been so 
successful that production is currently well over 2,000 
per cent up on its first year level. 

That isn't really the point of the story, though. 

It is our strategy to take problems out of our 
customers! factories, whenever we can, and solve 
them ourselves. 

Either in our laboratories, or our steelworks (or both). 

To build the answer into the steel itself. And then 
build new markets with the resulting product. 

Colorcoat is a striking example of the principle. But 
it's far from being the only one. 

We've developed stronger steels for lighter cars — and 
lower fuel consumption. 

Sound-deadened steels to improve working condi- 
tions for machine operators. 

Non-slip steel plate for safer walkways in factories 
and on oil-rigs. 

And recyclable steel cans for the drinks industry 
(and the environment). 

As the world steel market gets tougher, it is added- 
value steels like these which are strengthening our 
position in it. 

Success lies in solving problems fast. 

And, like the washing machine above, getting 
there first. n 


WE'RE ADDING VALUE. 
AT BRITISH STEEL. 











- eigners. Governments. a ee retain a 
- golden (ie, veto) share and/or weight voting 
power towards local investors. Rate in- 
creases are controlled. The privatised com- 
panies are required to provide a “universal 
_ service”. Translation: supply telephones at a 
thumping loss to peasants living in the 
nies. | 
The technological risks are smaller, but 
not insignificant. What. happens, for in- 
stance, if a telephone system rewires at great 
© expense only to be made obsolete by a 
breakthrough to lower costs on cellular sys- 
tems that rivals provide? This, among other 
awful things, was the fate of the foreign-run 
railways. Lorries, cars, then aircraft lured 
away their freight and their passengers. 





Television franchises in Hongkong 
Seam me down, 
r LI 


HONGKONG 





HE corporate establishment of Hong- 
kong is crossing its wires. By next year 
cable television is supposed to begin snaking 
out to the British colony's 1.6m households; 
by 1996, 1.2m of those households should 


pM 


SINGAPORE 


OTELS i in Sud East Asia have 


melee eh M) aininn roina inaia Nea ro pie ea RU Tren Sw Ud 


never had it so good. For the past 


year the better hotels in Bangkok, Singa- 
pore and even Jakarta have had occu- 
.pancy rates of over 90%. It can even be 

hard to get a room in a good hotel in 
` coup-ridden Manila. Prices have soared. 
| So has quality. But few of the region's 
- many lavish and superbly run hotels will 
be able to rival the cachet of a new hotel 
y due to open in July 1991 in Singapore. 

-New is not entirely accurate. The hotel 
is s Raffles, the grande dame of South-East 
Asian hotels which fell on hard times in 
. the 1970s and 1980s. pps Land, a Singa- 
 porean property developer, is spending 
.S$150m ($82m) on restoring the hotel to 
its most glorious days. 

They were pretty glorious. Raffles be- 
gan life in 1886 when four Armenian 
brothers named Sarkies rented a boarding 
house from an Arab trader. Joseph Con- 
rad and Rudyard Kipling were among 
their first guests. Ever since then, the ho- 
tel has boasted about its literary connec- 
tions—Somerset Maugham and Noel 
Coward also spent considerable amounts 
of time loafing in the Writers’ Bar. But 
most Raffles customers were likelier to be 
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network. Moreover, since Hongkong 
Telecom's monopoly on local telephone 
calls ends in 1995, and on international calls 
in 2006, the cable-television network could 
profitably be used as a telecommunications 
network, too. After a few years of early 


losses, the system's profits could be bust - 


That is the optimists' case. 

But if Hongkong's households decide to 
receive their television not by cable but in- 
stead by small satellite dishes mounted on 
the roofs of the colony's thousands of apart- 
ment buildings, the result will be huge 
losses, not profits, for Hongkong Cable 
Communications (HKCC) and humiliation 
for some of the colony's most powerful 
businessmen. 

The most prominent loser would be the 


Wharf group, which has 28% of HKCC, fol- 


lowed by the Sun Hung Kai group with 
2796. Other shareholders are Shaw Broth- 
ers, which controls the bigger of Hong- 
kong's two TV stations, Belgium's Coditel, 
and Us West, one of America’s regional tele- 
phone companies. Last August these com- 
panies won a 15-year cable franchise by 
promising the Hongkong government that 
they would commit at least HK$5.5 billion 
($705m) to building a network. They also 

agreed to pay royalties to the government of 
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fag i ie in 1902 one eof the former ht 
the. lait tiger in Singapore as it cowered 






,DBs Landi is doinga job of which even. 
Prince Charles p ! upprove. The com- 







space, in which wis 10 will bea living room, 
bedroom, bathroom and dressing room. 





former Syonan Ryokan 


Seve velcro: 


he able to hook themselves on to the cable 


| Then rooms s will hate the original 14-foot - 
E ceilings. and teak floors (the environmen- 
i ae in Prince Charles might frown at. 


f TS | 3,00 000 square feet each. 
l ‘how - “Mr | 


© supremo, is going to achieve his objectiv 
~of making it feel more like a home than a 
. palace. Not many houses have à ratio of 





in: | fact four- Pa 
square feet of — 



































Hook 'em up to the roof dish 


come to a tidy HK$3 billion over the lif 
the franchise. In short, HKCC has little 1a 
gin for error. —— n 

If the project goes awry, the loss vill ye 
in "face" as well as money. The Wharf group 
is identified with Sir Y.K. Pao, now in. sw 
posed retirement but still one of Hong- 
kong's most influential figures. Sun Hung 
Kai is run by the prominent Kwok family. 
Shaw Brothers is led by Sir Run Run Sha 
the founding father of Hongkong’s enor- 
mous film industry. These luminaries a: 





that). The ten grand suites will be up to. 


Against such a setting it is hard to see : 
"Richard Helfer, Raffles's. 


2. 5 staff for each rn st, or for that matter 


ning dden on; the roof or a 
24-hou business centre. 





for anyone who can afford the rates for a 
grand  suite-—5$4,000-6,000. a. 
(which comes to $2,170-3, 260, not inc 
ing service and government tax, but thi 
who's counting’). Ordinary rooms - 
cost S$600-900 a night. 
The hope is that the Lo re will not 
blink at these prices. For older Japs 
Raffles may even seem familiar. Dur 
the Japanese occupation of Singapore in 
1942-45 the hotel was renamed Syonan 
Ryokan and used as an R&R billet for Jap : 
nese officers. te 
. For ordinary sweaty ‘une VN ys 
only link to Japan is the video camera 
around their neck, there will always be the 
Raffles experience, an hourly audio-visual 
presentation about the hotel. A. be h 
bargain than a suite. ? 


























Phat m yb just. ees MeL Li Ka 
a biy Hongkong's richest man, is count- 


il it backed out at the last minute when 
government raised the required finan- 
ial commitment. After the June 4th massa- 


use to withdraw. 


ommunications satellite launched. from 
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antime it faces an energy debacle. East 


netaty union on July Ist are set to freeze 


ing the next winter or two. 


by the canny 5 fprmet, communist 
74 





aing, ; 


n. Mr Li's Hutchison Whampoa group. 
; the favourite to win the cable franchise, 


e in Beijing, Mr Li was happy to use any 


Instead, Hutchison Whampoa decided : 
o exploit its one-third stake in AsiaSat-i, a 


le to sonia TV or lom ier toany 
h rise sid. in cd with a satel- ; 


| THOUGH East Germany may ra on 


the road to an economic miracle, in the . 


mans cheering the coming of hard D- 
rks as part of German economic and | 


h even-worse-than-usual | power cuts 


“or decades East Germany has fded: on. 
brown coal i to provide Piai of i its pri- | 


' Hea ‘problems were brushed: 


iat 


" HKCC's audience while the cable network is | 


still being threaded through the colony's 
tarmac. 


Small wonder, then, that HKCC is crying : 


foil to the government, claiming that the 
wires üsed to carry Mr Li's satellite transmis- 


sions through buildings would violate its ca- 


ble francise's promised six-year immunity 
from competition. Is there a solution that 
would avoid a battle of the tycoons and save 
face (and money) for everyone? Certainly. 
HKCC has been dogged by management 
problems and faces the daunting task of pro- 
viding programming, especially in Canton- 


ese, once it gets its first subscribers late next. 


year. The betting is that ukcc will do the 


. smart thing and buy some programming | 
: from Mr Li's company, Hutchison, by way 
of AsiaSat4. If HKCC promised Hutchison 


access. to the cable network once it can be 
used for telecoms traffic, Mr. Li would 
then—like the government—have a vested 
interest in HKCC's success, Sounds a bit cor- 
poratist for laisser-faire Honghong: though. 


300m tonnes of the:stuff every year. It also 
meant that East Germans suffered chronic 
breathing problems, because“ antiquated 
brown-coal power plants spewed theif unfil- 
tered muck across the country. 


- Amid a growing outcry from Germans : 
on both sides of the (rapidly disappearing) à 


border, steps are being taken to close: the 


worst of the power stations and curb the de . 





fore the communists fell, 





rulers, ho were ER to. exploit East 
Germany's only significant energy resource. - 
That exploitation left vast. lunar-like land- 
scapes caused by excavators. ‘clawing out - 
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is to cut btown-coal production by half. But 
what are the energy : alternatives? 

Not, for the time being at least, a bigger. 
role for the atom. So far about | 1096 of East 
Germany's electricity has come from nu- 


clear power, most of it generated by an acci- 
dent-prone plant near Greifswald on the 
Baltic coast. But three of the plant's four 


440mw reactors have been shut down, fol- 


lowing a report from visiting West German 


experts who found grave defects in their de- 


. sign and operation. The fourth reactor will 
. be kept running until the end of the year. By 


then it is hoped an oil-fired power station 
will comé on stream and make up part of the 
shortfall. 

West German authorities. have fade 
relatively little public fuss about Greifswald, 
though. privately they shudder at its meagre 


‘safety provisions, which are far below those 


enforced in the Federal Republic. For or» 
thing they are keen not to embarrass tl 
Russians, who designed the thing back in 


.. the 1960s. For another they do not want to 
-raise public alarm in Czechoslovakia and 
. Bulgaria, where near-identical plants are op- 


erating and where alternative energy soürces 
are even harder to find. . 

In the long run East Germany will be 
better off than its eastern neighbours be- 


cause it can rely on energy aid, as well as a 
big injection of money and knowhow, from 


its rich western brother. But even so it is ina 


.. nasty squeeze. For technical reasons, West 


Germany cannot just shunt its surplus elec- 
tricity into the, East German grid. Some 
power has in fact begun to flow from West 
to East Germany under a deal miade-well be- 
but the more ambi- 
tious power-sharing now being planned will 
take up to three years to realise. 

“West Germany also aims to pump natu- 


ral gas to East Germany to help fill the gap 


caused by brown coal's shrinking role. A- 
accord was signed in April promising annu 


supplies of 2 billion cubic metres (compared 


with East Germany's annual consumption 
of 14 billion cubic metres, most of it from 
Russia). But delivery can only start in time 


for the 1992-93 winter. 


In the meantime? More energy saving 
would help. Energy consumption per person 
in East Germany, where the main form of 
conservation is to close the window, is 4096 
higher than in West Germany. Hardly sur- 


prising, since energy prices to East German 


consumers have for-years been pegged far 
below cost by huge government subsidies. 
The East! German government now says it 
will stop the payments—but not until next 
year, because it does not want to saddle peo- 


-ple with another burden when subsidies on 


rents, clothing, food and the like are being 
cut too. By that time, winter black-outs may 
have uncomfortably underlined the need to 


"save energy. 
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-One of the world’ lar, 
opens its doors to foreigners, M 
together his fam: 


come increasingl 















lip: Morris | iti KH ver La 
— 3led by the same American fami 
 mythically powerful-clan would. still not 
wield as much clout in America as the 
. Wallenberg family has enjoyed in Sweden 
for decades. Ironically, Sweden’s egalitarian 














Protective Peter... 


| Welfare state coexists with one of the great- 
est concentrations of capital in the world. 


The firms controlled by the Wallenbergs ace - 


count for almost 40% of the market capital- 
isation of the Swedish stock exchange, in- 
cluding seven of its ten biggest companies. 

— Wallenberg«ontrolled companies in- 
clude most of the Swedish-based multina- 
tionals which have laid the foundations for 


the country's prosperity. Many are world. 
leaders in their industries: Electrolux, the’ 


world's biggest manufacturer of household 
appliances; ASEA, which owns half of AsEA 
Brown Boveri, the world's biggest electrical- 
engineering firm; SKF,.the world's biggest 
ball-bearing producer; Stora, Europe's big- 


- gest paper maker; Ericsson, a telecoms giant; 


ox and Saab-Scania, à large motor and aero- 
ace manufacturer. Forei 








VALLENBERG EMPIRE 


r Peter 


property developer, 


visible ‘companies : 


purchased a 0.15 


n visitors to Swe- | names, in- 





Storming the citade 


est chuice: empires is under attack. As Sweden 
Wallenberg’s chances of holding. 
's vast array of industrial and banking interests will be- 

: tim: Should he even try? | ] 





M cannot escape the Wallenbergs’. em- 


brace: the family holds the biggest single 


stake in SAS, the Scandinavian airline, and 


owns the Grand, Stockholm's top hotel. 


For the first time since the late Marcus- 
Wallenberg established the family's indus- _ 
trial hegemony in the 1930s, the Wallenberg. 


yt 
empire looks genuinely vulnerable. One o PeR it, But Mr Dien is deterri 





symptom of that is the extent to which] 


Sven. Olof. Johansson, a Ferrari-driving - 
horrified . Sweden’ gees 


staid business establishment earlier this year 
when he built up a 22% voting stake in 


. Saab-Scania, one of the Wallenbergs’ most 
| In April Mr Peter - 
Wallenberg, the 64-year-old head of the fam- . 
n a fat premium of 
Skr 1.3 billion ($220m) fc or-his stake to keep . 
.him off the company's board. The episode - 

- could be the first of many, as others seek to . 
‘challenge the Wallenbergs’ control, which is | 
exercised through a network of minority - 





ily, offered Mr Joharis 


holdings. 


As if to cock a snook at the disconcérted. 7 
Mr Wallenberg, Mr Johansson promptly . 
stake in Investor, the ae 





key Wallenberg i 


tment vehicle. 


Swedish press had a field day, with Mr. | 


Johansson posing for one magazine in T- 


shirt, jeans and boxing gloves to dramatise- 


just how eager he is to take on Sweden's top 
businessman. . : 

. Vill the flamboyant property desires 
buch: a second greenmail attempt? Pri- 
vately; Mr lohansson admits that, in con- 


trast to the Saab deal, this is more of a “fun” 


raid..He obviously gets a kick out of rattling 
the Wallenbergs, but is not a serious threat. 
What Mr Johansson has achieved, apart 


from pocketing a. handsome. profit, is to 


point out that the emperor has no clothes. 


A much bigger threat to the Wallenberg i 


empire. comes from Sweden’s urgent need ei- 
ther to join the European Community or to 
negotiate free access to the EC's emerging in- 
ternal market. Both routes will mean dis- 


mantling props which have helped protect 


the: Wallenbergs’ control of so many big 
Swedish business, 


. equal voting rights and by Swedis 





| gest companies under Wallenberg 


The . 


system of Swedish governm 


Wallenbergs' power has been made po 
only by different classes of shares wi 


which in effect bar foreigners from c 
the country's biggest companies. But 
of those same companies depend on. 
for the bulk of their sales. Retaining. 
the barriers to EC investors and access: 
markets will become Enposuet ov 
next few years. 
Mr Wallenberg’s son, Jacob; ai 
nephew, Marcus, both in their mid-30 
being groomed for leadership: of th 
which T ied tradition: bua ont 





barh younger Wallenbergs m may rubi: 
ing to contemplate a break-up of the gr 
though no one knows what they really th 





++. Versus upstart Johansson | 
to » defend fiercely the empire | he has 


generation. 
E. could prove a cie 


face stiff competition in world - 


None of the big hema! comp i 


bulk of its sales. Though: mos W 
companies have thrived through th 
holding their own against other mi 
tionals will become increasingly diffic 
future if the Wallenberg family's tigh 
trol raises their cost of capital or res 
their ability to acquire other companie 
off bits of themselves or invade new 
sectors. In the 1990s family conti 









































se things. 
To understand how the Wallenbergs re- 
in control of such a diverse array of inter- 
, a bit of history and a bit of financial 
are necessary. Skandinaviska Enskilda 
iken, Sweden's biggest commercial bank, 
till viewed as the Wallenberg bank even 
ough today the family actually owns only 
% of it. The bank’s predecessor, the Stock- 
olms Enskilda Banken, was the foundation 
r the family's rise to riches. Founded in 
856 by Mr Wallenberg's great-grandfather, 
ie bank did much to finance Sweden's in- 
ustrial revolution at the turn of the cen- 
ity, helping to transform Sweden from one 
Europe's poorest countries into one of its 
st. The bank gained stakes in many 
ms, and in the 1930s rescued many others 
ollapse. These stakes were later trans- 
d to two family-controlled investment 
nies, Providentia and Investor. 

Ithough the bank plays a smaller role 
he empire today, its symbolic importance 


deren 


ich makes it possible, is likely to do all of. 


Wallenbergs | ‘hold “95% of the. Notes in’ 


Electrolux although they own only 14% of 
the equity. By this means the family controls 
an empire worth Skr300 billion ($50 billion) 
with an equity stake of just Skr45 billion. 
Control is always an elusive concept. 
For example, the Wallenbergs hold only 
30% of the votes in Atlas Copco, a manufac- 
turer of mining equipment, and 1596 in As- 
tra, a drug manufacturer. Its voting stake in 
Ericsson is matched exactly by that of the 
Svenska Handelsbanken group. Yet all 
three firms are controlled by the 


Wallenbergs. Traditionally control has been . 


guaranteed with the help of "friends" wield- 


ing additional votes and by appointing exec- 
utives from within the empire as chairmen 


and top managers. How much longer can 
they depend upon this old-boy network? 

A decade ago the Wallenbergs could 
keep control with even smaller stakes. But 


with the emergence of new financial figures 


like Mr Erik Penser, Mr Fredrik Lundberg 


Wallenberg foundations 


he Wallenbergs remains strong. Mr 
berg still runs the group from his 
at-grandfather's wood-panelled office at 
" bank. Stern ancestral portraits peer 
wn at him from the walls. Mr 
llenberg's father, Marcus, dominated 
edish business for half a century. 
- [n fact, the group is not a conglomerate, 
La loose federation which depends for its 
ength on the personal influence of the 
llenbergs and the loyalty of top directors 
executives. The "family" usually has the 
gest block of votes in its companies, but 
ly a majority; an equity stake of 20% is 
on. But shares with unequal voting 
allow the group to control many com- 
es with sk a n of shares. In 





















he voting — in line with those adopted by the EC internal. 


Bohusb banken 


Angpanneforeringen 





and Mr Johansson, who made their money 
in stocks and property in the 1980s, the 


group today needs 30-4096 of the votes to 


retain control. The Wallenbergs have in- 


creased their stake in ASEA, for example, 
from 1096 of the votes in 1983 to 21%, and 


in SKF from 23% to 40%. 


In fact the number of serious raids can 


probably be counted on one hand. Not only 
have unequal voting rights kept control in 
safe hands, but the tenfold rise in the Swed- 
ish stockmarket in the 1980s made it costly, 


if not impossible, for outsiders to mount 


takeovers. Few Swedish investors had the 

necessary financial muscle, and foreigners 

are not allowed to control Swedish firms. 
But there are bigger threats to the 

Wallenberg empire. 

€ Sweden has agreed to A rus 


Us 





or even outlaw, Galite jadis structures, a ; 


move which could wipe out Wallenberg mem 


trol of many companies. 
° A more immediate threat is that Sweden 
will be forced to open its.doors to foreign 


ownership. Foreigners are currently limited 


to 2096 of shareholders' votes and 4096 of a 


company's equity. The government remains 
reluctant to lift this barrier, but if Swedish 


cotnpanies are to retain access to the EC’ $ 


.single market, it will have no choice. 


= These changes will not happen over- 
night, but happen they will. Once foreign 


investors are given the green light and multi- 


tier share structures, are abolished or re- 


stricted, the Wallenberg empire will become 
. fair game to international corporate raiders. 
And now that many of the Wallenberg firms 


have 80-90% of their sales abroad, it is 
surely inevitable that some should end up 
being run by foreigners. The familyg 
"friends" among other Swedish investoi 
may prove less loyal if lucrative offers for 
their shares are dangled under their noses 
by foreigners. 


. Standing sentry — . i 
. Mr Wallenberg says his best defence is to 


run the companies successfully, keeping 


their share prices high and so making the 


companies too expensive for corporate raid- 
ers. The snag is that, by international stan- 
dards, Swedish companies look cheap in re- 
lation to profits, precisely because foreign 
capital has been kept out. 

. The Wallenbergs’ relatively modest 
stakes in Astra and Atlas Copco could make 


both firms the first targets. But the empire's 


weakest point. is not the individual compa- 
nies, but rather Investor, the family's master 


. vehicle, in which the Wallenbergs. hold only 


26% of the votes (or 33% if the stakes of 
Skandinaviska Enskilda Banken's pension 
funds are included). With Investor's wed | 
selling at a discount to net worth, any brea 

up of the firm's holdings could yield huge 


sums. Losing control of Investor would 


mean losing the entire empire. 


How can. Mr Wallenberg avoid this 


 armageddon? Investor has a five-point de- 


fence plan: ' 


@ The investment companies will issue new - 


equity to finance the purchase of bigger 
stakes in each company. In the past it has 
been impossible to issue new shares because 
the stockmarket has valued investment com- 
panies at a 20-30% discount to their net 
worth. This is because the capital gains of 
investment companies: have been taxable, 
creating a | deferred. tax’ liability, which 
knocks down the share price..A new Swed- 


ish tax system from January should elimi- 


nate this tax disadvantage.. Though the dis- 
count to net worth of investment-company 


Shares will shrink, it will not disappear en- 
tirely because the berto also reflects the 
Ld that, as »Scan 












stakes in family-controlled companies. Issu- 
ing new shares in the investment companies 
can therefóre be used to raise only a couple 


l of billion krone. This is a drop in the ocean =. 
compared with the:Skr60 billion of fresh -~ 
7 ee that analysts estimate Mr Wallenberg . 






needs to retain control in all his companies 
once multi-tier. share voting structures are 
` scrapped. y 

“ø A second ploy is. for companies to ios 
. alliances with domestic or foreign partners 


to make them bigger, and : so harder for in- 
. Stora, for example, has | 





térlopers to swallow. 
- taken over two fellow. Wallenberg: compa- 
nies, Swedish Match and Papyrus, as well as 
more recently Feldmühle, a German paper 
producer. Wallenberg companies have al- 
' ready been involv 
foreign partnershi 

„business with Switzerland's Brown Boveri 

form ABB, in which asea has a 50% stake. 









vIn December Saab cars formed a 50-50 joint 
.' venture with General Motors. - 
è A third line of defence‘is to seek financial . 
alliances with one or more of the new Swed- 


ish capitalists, such as Mr Lundberg, who al- 
ready owns 26% of Alfa Laval. But Mr: 


Wallenberg and his supporters still view 
many of these people with suspicion. Such 
alliances will only be a stop-gap. 


€ In the longer term Mr Wallenberg has no- 
alternative but to sell off one or two crown ~ 


jewels and use the proceeds to boost his 
‘stakes elsewhere. But deciding what to sell 
will be tricky and, given his emotional at- 
tachment to parts of his. empire, painful. 


The three companies closest to the 


-: Wallenberg heart are Atlas Copco, where he 
worked for 25 years; Stora, the oldest cor- 
poration in the world and now Europe's big- 
gest forest-products ftrm; and ASEA, the big- 
gest company ín the empire. Ericsson i is also 


favourite. The telecom-equipment maker’s : 
-urnaround in the 1980s was a triumph for; 


the kind of patient, long-term ownership 
upon which Mr Wallenberg prides himself, 
. and the firm is now well placed to take ad- 
vantage of the global trend towards deregu- 
lating telecoms. Mr Wallenberg has already 


|». Shown he is prepared to defend Saab-Scania 


by paying Mr Johansson to go away. The 
truck and aerospace divisions ' offer g 
pramme 


-So where else might the “for sale" sign 


o up? Alfa Laval could. be sold to Mr 
E oun who already has 2696. Electrolux 


could also be an interesting candidate. It- 
only entered the Wallenberg fold in 1956, so 
-there is less emotional attachment. It is in a. 


slow-growing low-tech market, with fewer 
growth opportunities than the other compa- 
nies, but its wealth of famous brand names 
would give it a huge break-up value. 

By contrast Astra, the pharmaceuticals 
superstar, has excellent long-term prospects. 





| ` Wallenberg investment’ companies ‘usually - 
have to pay hefty premiums to increase their | 


weden’s two biggest f 
rips. In 1988 AsEA pooled | 


might be that, as Sweden’s ‘second-largest 


firm by market capitalisation, it would: cost. 


Mr Wallenberg a lot to raise his family’s eq 
uity stake from 1596 to 4096 in order to'se- 
cure control against. any outside challenge. 


- Given the company’s share price, currently 
nine times book value, even Mr Wallenberg _ 
‘may be tempted to sell his stake if a ee E 


offer came along. - 

@ Finally, Mr Wallenberg may engage in'yet 
more financial engineering. In the past; the 
Wallenbergs have issued "B" shares, with 
few votes, to foreigners and used the pro- 


ceeds to buy ‘ "A" shares, which carry many ` 
votes: In future, that will be impossible. But | 


he has other options. 
The group’s real problem is to improve 
the cash-flow of investment companies, In- 


vestor and Providentia. The debts of both 


have been rising rapidly and some analysts 


worry that, after'this year's purchase of Saab. 


shares from Mr Johansson and the financing 


~ of Stóra's purchase of Feldmiihle, the hold- 


ing companies are becoming oversttétched. 


Their debt-servicing capacity is severely lim- 
ited. For tax reasons they have to distribute 
. 8096 of dividends received from their stakes 


in companies to their own shareholders. 


One. logical step would be to buy 10096. 


of one of the Wallenberg companies with a 


| :strong cash-flow. What about Saab-Scania! 
Many critics said that it was a waste of share- - 


holders’ money.to buy out Mr Johansson, as 


he was no real threat to the Wallenberg fam- - 
-ily’s power. It was. à worrying example, they 
argued, of Mr Wallenberg's: propensity to . 
|. panic at the first hint of a hostile bid. =. 
But Mr Wallenberg may be cleverer - 


than he looked. One of his minions hints 


that the reason for buying off Mr Johansson ` 


was to clear the way for a full bid for. Saab- 


. Scania so Mr Wallenberg can then sell off < 
the ailing car division to GM and so capture 


the strong cash-flow from Scania, the 


world's most profitable truck company... 


Scania's. annual profits of Skr3.6. billion 


would. be enough to service more than. 
'"Skr20 billion of debt, which could then be 
| used to. purchase Huet stakes in. oni : 


p D 





Wa llenberg companies. 


or trying to avoid, the real issue: what 
ferent companies? 

trol allows the empire's companies total 

long-term view. Nine of the group's ten bi 


gest holdings have been in the family's 


when Investor was formed. Mr Wal lenberg 


are secondary. 


` Farewell to parternalism 


_ from being linked to other family-contro 


the links, which are more likely to 


ERA ‘Mr Wallenberg’s reluctance to 


. used inefficiently. 


- generally been well run. But past succes 






























By concentrating on dissding his 
iy’ s empire, Mr Wallenberg may be missi 


point of the family controlling sO many 


Mr Wallenberg argues that family c 


trol since 1956, and half of them since 1916 


talks less about power than about respon- 
sibility: the companies are like children that 
his family has nurtured from infancy. _ 
But, aside from the (desirable) chance: 
think long term, Wallenberg companies : 
tive no other visible benefit from being. co 
trolled by the same "owner". There is no 
group strategy. All decisions are made, 
Wallenberg declares, in the best interes 
each individual company. Group. inter 





Though Mr Wallenberg does not seem 
alise it; this constitutes a perfect argu 
for breaking up the empire. If compa 
controlled by the family receive no be 


companies, then there is little ration 


sources of cheaper capital and rest 
companies’ room to manoeuvre tha 
help them grow or compete in the 3 


sider disposals makes change difficult a 
most ensures that the group's capital v 


Under Wallenberg sadio a m 
of Sweden's biggest and best-known cotr 
nies, with a few exceptions like Saab, 


tio guarantee for the future. Mr Wallen 
must rethink the purpose of his family's. 
pire. If he hesitates too long, the day i 
‘far off when some foreign raider will | 
do it for him. j 
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@ Trading profit has increased by 54% to {564m - an 
increase of £197m. | | 
@ Profit before tax has increased by 2596 to £527m - an 





" 


increase of £107m. 


@ Turnover exceeded £2 billion - an increase of 5196. . 


@ Earnings per share has increased by 12% to 31.3p. 








@ Recommended full year dividend increased by 25% 
to 10.0p. | | 
e Net gearing at 31 March 1990 is zero. 

CABLE & WIRELESS ANNUAL RESULTS. 














1990 71989 w% 
Audited Results : £m £m Growth 











Turnover | B 2,316 1,534 5196. 
: 527 420 25% 





Profit before taxation 





Earnings per share. B | 31.3p 279p 12% 





Recommended dividen: 
per share ] 





10.0p — 798p 259 BN 
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THE WORLD TELEPHONE COMPANY ^ 7^... 5 
S New Mercury House, 26 Red Lion Square, London WCIR 4UQ. | 





: : Recommended final dividend of 6.9p payable 1 October 1990. / ? Per 
itors have issued an unqualified report, will be posted to shareholders on 22 June 1990. Copies will be available from the 
cretary. If you have any enquiries as an investor, please call us on 071-315 4455, ek eee m 











'. the oil states into Arizona, New England . 
and parts of America's east coast. The bears. 


say that California's property boom, like md 











ndis 










rising or just aboi 
state and its ban 





ROPERTY is zeli ion in Califorria. It 
is easy to see w 

-Le faith. Since the 
d to grow riche 
setling them. Salomon Brothers, an invest- 
ment bank, reckons that the most recent 
boom, that between 1986 and last year, gen- 













erated more than: $150. billion: in. extra 


wealth in Los Angeles county alone. So far 
the state has managed to buck the trend of 
weakening property markets and mounting 


bad loans throughout America. Now Cali- 


fornians’ faith in property is about to be 
tested in a way not seen since the days when 
King Kong was Hollywood's newest release. 
The doubling of house prices in 1986-89 
left California's median house costing just 
over $200,000. That is more than six times 
America's average family income. Given 
this harsh fact it has become common for 
newcomers to buy houses 70 miles out of 
Los Angeles in desert areas and to suffer Jap- 


anese-like two-hour journeys to work, just to- 
get a toe into the property market. As that. 


most precious Californian commodity, the 
“~erceived quality of life, seems to deterio- 

te, the California dream is turning night- 
marish in a state in which many people. have 
mo a lot of dpe The ain ni; 













stat gross product. 


piidictions (nearly all made by those living 


ou ide California) of a property bust simi- 


lar to that which has spread from Texas and 





those elsewhere, was built on easy credit. 


The state, they say, cannot escape the prob- — 


lems associated with the ebbing of that 
credit as insolvent thrifts are taken 
over by the federal government 
and as banks, wary of regulators 
and credit-rating agencies, re- - 
. duce the sums of money they will 
 lend-against bricks and mortar. Such. 


alifornians have kept. 
30s they have contin- - 
Ny wning. houses and - 


"These shaky circumstarices joe ed J 

















Focaie dreaming, ona 


vetitüry ) California’ s property priest have been either 

to. With the most recent boom now Badi yed out, can the 

nkers continue to avoid the troubles and ad 

property markets elsewhere i in America? 


self imposed restraint is TR evident. 

, Any such slump would be fearsome be- 
cause California is the motor of the Ameri- 
can economy, accounting for around 13% 
of GNP, Nor are exposures-puny. The state's 
479 banks, with $19.7 billion of equity capi- 
tal, had at the end of 1989 $102 billion of 
Californian property loans (including home 
mortgages), according to W.C. Ferguson, a 


financial consultancy. California's 154 
thrifts not yet under federal control had - 


$270 billion of property loans on pun cap- 
ital of $16.2 billion. 


So far predictions of a Base’ remain just 


predictions. Still, the property market has 


lost its gloss; the boom of the late 1980s is 


history. Newly built suburban office space 


throughout California lies empty, its plight: 


aggravated by the willingness of thrifts in re- 


cent years to make joint investments with. 


property developers. Downtown Los Ange- 


les is even worse off, with a vacancy rate pre- 


dicted by Salomon Brothers to hit 25% by 
the end of 1991. 
The consolation, for local - 


4o da^ 
266^ 


: ich. is. re " x of the Em a 


— been Japan, which is why Califor 
“tunes may swing with those of Toky 


loans as afflicting | 
southern California was 6,571 at the 


` time for sellers to accept reality and lowe 


bankers at least, is that Californian bi 
have played virtually no role in creati 
oversupply. The main source of finani 


nancial markets. California accoun 
3696 of Japanese property investr 
America last year, according to ! 
Leventhal, a firm of property accour 

California’ s housing market is 
ing. The total stock of new unsold: 


1988, according to the Real Estate 
Council of Southern California. : 
later it had nearly doubled, to 12,43 
erties. Sanguine Californian econc 
note this is not a large figure by. 
standards. True; but a bear market i ip 
erty always starts with an increasing nt 
of houses for sale. It can then take a lo 
















































their prices, especially if they have no spe 
reason to sell. — 

An early casualty of the cooling market 
was the collapse this month of Mike Glick 
man Realty, the largest estate agency in Le 
Angeles's San Fernando Valley. The epony 
mous Mr Glickman, a 30-year-old, w 
classic. product of the 1980s, a fast-talkin 
salesman who founded his company only ir 
1983 and let expenses run amok. When th 
arrived at work, his 1,200 now unemployec 
brokers had. their natty imported 
parked by anarmyof valets. = = 

Mr Glickman’ s downfall was caus jse 
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declining sales volume rather 
than plunging prices. Yet 
house prices are flat at best 
and down around 1596 in the 
more expensive coastal areas. 
In April the California Asso- 
ciation of Realtors reported a 
296 year-on-year fall in the 
median price of a single fam- 
ily home, the first such de- 
cline in five years. Although 
this is slightly misleading, as 
home sales have remained 
brisker in cheaper inland ar- 
eas, newspaper reports of fall- 
ing house prices will not help 
confidence in a market which 
is already edgy because home- 
owners have read about fall- 
ing values in other parts of 
America. Also the cheap inland market is a 
lagging indicator. Balance is merely being re- 
stored after huge price rises in recent years 
in the more popular coastal cities. Between 
1985 and last vear, the gap in prices between 
cheap Sacramento and expensive San Fran- 
cisco increased from $46,000 to $130,000. 

Despite the slowing market, few Califor- 
nian banks or thrifts claim to be worried 
about the prospects for either the residential 
or commercial markets. In the past two 
quarters both Bank of America and Wells 
Fargo, two of California's big-four banks, 
have emerged relatively unscathed from 
examinations by regulators from the Office 
of the Comptroller of the Currency. These 
are the same people who have created havoc 
when they ran their steely eyes over the loan 
books of banks in places like New England 
and Florida. California's pass marks have let 
many on Wall Street breathe easier about 
the prospects for financial institutions 
which lend against California property. 
That in turn has prompted rallies in those 
institutions’ share prices. 

There are many semi-respectable “Cali- 
fornia is different” reasons given to explain 
why the state’s property market will not 
slump. Yet any property bear has to recog- 
nise some compelling strengths. 
® Most important, California continues to 
attract people and create new jobs in a way 
other places can only envy. The state's econ- 
omy created 1,000 jobs daily during the 
1980s, and its population grew by 5.4m. 

9 California's economy is more diversified 
than many think. Defence, an industry now 
vulnerable to spending cuts, accounts for 
only 8% of the state's gross product, half its 
share of 20 years ago. Still, 896 is a lot at the 
margin and it is the marginal buyer who sets 
house prices. 

® California has not overbuilt like Texas or 
New England. The reason is not because 
lenders have been shrewd, but because the 
state's battery of anti-growth controls, strict 
slanning laws and assorted environmental 
saraphernalia have stopped developers 
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building. The most extreme 
example is downtown San 
Francisco, where only 
475,000 square feet can be 
built annually. In practice 
that means one building. 

e Growth controls mean it 
can take five years between 
buying land and completing a 
project. This lag is now a 
comfort to lenders. Many de- 
velopers bought their land 
several years ago at much 
lower prices. So they have 
plenty of room to cut prices 
should it become necessary. 
e Rising house prices have 
also lowered the average loan- 
to-value ratio. Mr Donald 
Crowley, a San Francisco- 
based analyst at Keefe Bruyette & Woods, 
reckons that Californian banks' and healthy 
thrifts’ average loan-to-value ratio on house 
mortgages is a respectable 50-5596. That ig- 
nores second mortgages, however. 

All these arguments do not overcome 
California's main property handicap, which 
is affordability—or rather the lack of it. 
California is not an island. It is part of a na- 
tional economy in the midst of a worsening 
property recession. Yet the state's current 
property market has already anticipated all 


the good news and assumes no hiccups. 

Bank of America's senior economist, 
Mr Fred Cannon, says: "The number one 
industry in California is growth." True-so 
far, but what happens if growth stops or 
even slows sharply! The current moaning 
about the quality of life, the freeways and 
the crime (Los Angeles is the centre of the 
distribution of crack cocaine in America, 
and has an estimated 70,000 gang members) 
combined with high property prices suggest 
scant room for any disappointments, which 
is why some bears can be found. Among 
them is Mr Jack Rodman, managing partner 
of Kenneth Leventhal's Los Angeles office. 
He says that growth in southern California 
will have to be three times its historic rate to 
absorb half the space coming due, which is 
highly unlikely. 

Mr David Shulman, head of property 
research at Salomon and a resident of Los 
Angeles for 20 years, voices another worrr 
He argues that against the fashionable imag 
of Los Angeles as the twenty-first-century 
capital of the Pacific Rim must be set an- 
other competing vision: "That of a socially 
stratified urban centre burdened by the bru- 
tal challenges of crime, poverty, congestion 
and environmental degradation." If the lat- 
ter outcome even partly prevails, America's 
banking, thrift and property strains are des- 
tined to get much worse. 





French banking 
Paying for greying 


ALK about pensions to most bankers 
and, unless they are nearing retirement 
themselves, they automatically switch off. 
Mention the subject to French financiers, 
though, and watch them squirm. The rea- 
son? A report commissioned by the Associa- 


tion Francaise des Banques (AFB) that pre- 
dicts that the future liabilities of the staff 
pension schemes associated with French 
banks could be three times higher than pre- 
viously expected. If a solution cannot be- 
found, the banks may have to dip into thei 
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Death by a thousand currencies 


The Eurobond market has perked up. But, gloomily for some, most of 


the action is in non-dollar bonds 


| WI four big dollar-denominated 
l issues in a month, the Eurobond 
märket has jerked back to life after a quiet 


|] start to the year. On June 18th Italy's state 


railway, Ferrovie dello Stato, raised 
-$500m. This followed a similar jumbo- 
sized issue from the Belgian government 
in May. On June 19th a $1 billion issue, 
backed by credit-card receivables, was 
launched for the First Chicago bank. And 
Citicorp followed on June 20th with a sim- 
ilar $1.25 billion issue. 
. Such big dollar issues are mostly nota- 
ble by their absence these days. Of the 172 
-new public issues since May Ist, amount- 
ing to $24 billion-worth of bonds, almost 
irds were denominated not in dol- 
lars but in the likes of ecus, lira, francs of 
various hues, pesetas and markka. So far 
this month secondary-market turnover 
“has been 57%, higher in non-dollar bonds 
than in dollar-denominated ones. A year 
ago, dollar turnover was greater. 
Seasoned bondsters are unruffled. The 
Eurodollar bond market, says Mr Jim 
 Pelgrift of Morgan Stanley, an investment 
bank, has been declining for some time. 
. America's leveraged buy-out (LBO) craze is 
partly to blame. By burying companies un- 
der heaps of debt, LBOs can transform 






even a top-rated firm's bonds into junk - 


overnight. Over the past few years there 
has been a dearth of American corporate 
issues, as Eurobond market investors have 
turned wary of American borrowers. 
Frequent issuers, such as the European 
Investment Bank and various French gov- 
ernment agencies, are untouched by the 
dollar bond's demise. As that market has 


not tended to offer juicy swaps, its appeal 


is limited anyway. Most Euromarket bor- 
| rowers—sovereign, supranational and fi- 
| nancial institutions—need floating-rate 

: money; so they issue bonds in currencies 
which, when swapped, can give them the 
sexiest margins below the London inter- 
bank offered rate (LiBOR). 


Court without a king 


The snag is that dollar issues in various 
guises have been the bedrock of the Euro- 
bond market. When the market for fixed- 
rate issues by American firms wilted, dol- 
lar floating-rate notes (FRNs) rescued the 
Eurobond market; when the dollar FRN 
market collapsed in 1986, Japanese bonds 
with equity warrants attached propped it 
up (they accounted for 3096 of all new is- 
sues in 1989). Now warrant deals have 
sunk with the Nikkei share index. 








Rule 144A, introduced by Ati so 


Securities and Exchange Commission in 


April, makes a new replacement less 
likely. Companies can now íssue bonds 


simultaneously in Europe and in America 


(though only to market professionals in - 
. America), so the difference between the 
domestic Yankee market and the Euro- 


bond equivalent is blurring. Citicorp's is- 
sue illustrates that: though à "global" 


bond, much of it seems to have been 
placed i in America. | 


If the dollar bond's heyday is over, 





what future for the other denominations’ 
European currencies are in vogue, says Mr 
Jonathan Wilmot of Credit Suisse First 
Boston, an investment bank, because in- 
vestors want a stake in New Europe SA. 
There have been lots of chances to buy 
one: new issues in the Eurofranc market, 
for instance, have totalled more than FFr 
4 billion ($710m) since mid-May. The lira 
market has embraced about 900 billion 
lire ($730m) of new issues in the past 
month. Scandinavian currencies, too, like 
Finland’s markka, have been busy: over 2 
billion Euromarkka ($500m) has been is- 
sued since mid-May. A few years ago, a 
markka or schilling Eurobond would have 
sounded as absurd as a Euro-zloty. 
Borrowers in these markets tend to fall 
into two categories. The first group uses 
esoteric currencies as part of fancy swaps 


or options that cut their borrowing costs. 
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was swapped i into floating-rate dollars : : 


an odd puzzle. Most borrowers who h 


French, like Interfinance Crédit Nation: 


.. ment des Petites et Moyennes Entrepri: 
à lender to small and medium-sized fir 
The markka market seduces compat 


money from investors at home? Not s 
~ seems. The lucky borrower finds that 


with 996 in D-marks); as the mark 


least i in its s current form. 





The immature lira and markka ma 
produce anomalies between the bond : 
swap markets more often than does, : 
the dollar market, thus offering profita 
arbitrage opportunities. Britain's Ab 
National building society launched 
150m markka ($38m) issue in May th 









margin below LIBOR. 





Home unsweet home 
The second group of borrowers provi de 







issued recently in French francs ai 







the finance vehicle of the state ba 
Crédit National, and Crédit d’Equi 





















































like Postipankki and other Finnish 
such as the Finnish Real Estat 
Surely companies which ch 
sue in their domestic currency on 
ternational markets could get ‘ch 


Euromarkets are still prestigious enough 
for a hapless banket/underwriter to shave 
the interest cost by a few extra basis poin 
(hundredths of 196) to inch his name up 
the league-table of managers. Subsidie 
though, do not last forever. ^ 

Who invests in currencies like modi 
and lira? The beauty of an anonymous 
market can lie in its murkiness. The. 
bey National’s Mr Alex Brown reckon 
lot of his markka issue was placed in Wes 
Germany, where domestic pension f 
can get a 1496 yield in markka (compar 





pegged to the D-mark, the funds have 
ited exchange-rate risk. H | 
Currencies with lower yields, such 
French francs and schillings, have less 
peal. Selling restrictions emblazone 
every Eurobond forbid sales into the 
er’s country of origin. But ask a synd 
manager where French franc or schi 
bonds are placed and he will admit re 
tantly that such rules are honoured i 
breach. Anonymous bonds are the Eu 
bond market's greatest asset. | 
If the other non-dollar sectors m 
the franc—where borrower, investor 
lead-managing bank are French—the 
teal Eurobond market will be the e 
Bankers like Mr Pelgrift look forwar 
an international franc market in Pari 
a global dollar market in New York. Tru 
the tax-free London market still has i 
white knight: in many onshore market 
withholding taxes of up to 3096 are levie 
on interest payments. Once this barrier t 
cross-border trading is removed, the 
robond market may retire graceful 
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the AFB: sport, which was writ- 
y Mr Denis Kessler, a professor at the 
rsity of Nanterre, has not yet. been 
lished, it is already a hot. topic in bank- 
circles. The French banks are in a fix be- 
use they recruited lots of people in the 
, many of whom will reach retirement , 
re after 2000. Things have been made 
by the banks' decision in the 1970s to 
duce the retirement age from 65 years to 
That has shortened the time employees 





hile bringing the retirement bulge nearer. 
he Kessler report reckons that the pension 
‘hemes will start running short of cash in 
and could be in serious difficulty by 


blem for its banks as long ago as 1985. 
is why it. insisted that almost all banks 
e. provisions against their pension li- 
ities to 10096 by the end of 1988. Only 
run outfits like Banco Exterior were 
|a longer breathing space. This round 
nsion provisioning has so far cost. 
ih's banks well over Ptas 100 billion - 
Jm). Many French. banks worry. that 
may be forced to do the same. _ 

t is hard to lay the blame for this fiasco 
at the feet of the banks. As with most 
French workers, bank employees pay their 
tributions into Em funds run inde- 


/ most international. of Japan’s big 
banks, have in common with Kyowa 
nk, a second-division national commer- 
cial bank? Clue: whatever. it is, by many 
accounts, both banks are dispensing with, 
but Chiba Bank, a top-ranking regional 
ommercial bank, and. 116th Bank, a 
maller regional, still have it. 5 

Still baffled? The answer is jobs for the 
js, or in particular the old boys of the 
try of Finance and the Bank of Ja- 


most retired senior civil servants 





pa 

ials and central bankers are found top 
8 Wi he industry they once over- 
dti isa pressi. walled amakudari, o or 


. a two-year 
joining a pri- 





ng the close web: of contacts ‘between 
nistries and their client ries. It in- 
.a high level. ent some 
| n's brigh test minds into private 
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) Japan (just 
3 | abo 





to pay into their pension schemes, - 


In Spain the government foresaw a simi- ^ 


other 


T does the Bank of Tokyo, the | 


superannuated finance-ministry 


. It is a practice i: no means unique » 


i caisses de. retrait pae are SAT to pro- it 
‘vide for future claims. According to the 


Kessler report, they have failed to do so. 
Those associated with big banks like Banque 
Nationale de Paris and Société Générale are 
the ones likely to find it hardest to meet 
their obligations. 

If there is a shortfall, the caisses are sup- 
posed to make up the difference. In practice, 
one senior French banker admits, the banks 
would probably end up footing the bill 
rather than see their ex-employees left pen- 
niless. To stop that happening, the AFB is 
considering several options. One is to per- 
suade the strongest of the 15 bank-related 
caisses to merge with the weakest ones to try 
to spread the burden. Another is to hike the 
retirement age up to 65 again for all new 


staff. A third is to inctease the level of pen- 


sion contributions made by employees. 
Most of these measures will only scratch 
the surface of the pension problem. A more 
radical solution, and one understandably fa- 
voured by bankers, is to bring the bank-re- 
lated caisses into one of the two bodies that 
group to together caisses from other ‘indus- 
tries. The idea would be to spread the liabil- 
ities of the bank-related funds over the 
‘of French industry. Just what the 
isses will have to say about that sug- 








gestion r remains to o be heard. 





A retiring riddle from Japan 


panies whose privatisations they oversaw). 

It depends, however, on there being a 
pool of companies willing to take on for- 
mer civil servants at a senior level. All 
ministries nurture such a pool, but with 
banking there.is discreet competition be- 


tween the Bank of Japan and the finance - 


ministry. The finance ministry boasts the 
deeper pool, but central bankers say for- 
-get the quantity, look at the quality. The 


Bank of lapan secures more bank presi- E 


dencies for its retirees. 





bankers, Mr Yusuke Kashiwagi, Bank of 






'IEGMUND WARBURG never liked it 
much. In his day it did not make any 
money, and the business was hardly inspir- 
ing. Today even the old man might be im- 
pressed by Mercury Asset Management 
(MAM), the former investment management 
arm of S.G. Warburg, which now.owns 7596 
of it. Last year MAM made about one-third as 
much money as the investment bank itself. 
Profit for the year came to £60m ($100m) 
before tax, over half the value of the compa- 
ny's equity. MAM is easily the biggest man- 
ager of British pension funds' money; it in- 
vests $23 billion-worth of it, $10 billion 
more than its nearest rival, Phillips & Drew 
Fund Management. 
.. With British pension funds accounti 
for 7396 of its total money under E 
ment, and attempts to diversify into uni 
trusts being patchy at best, MAM has now set 
its sights abroad, where its performance to 


. date has been erratic. It is hoping to buy 


from Warburg the asset-management side of 
the Swiss bank, S.G. Warburg Soditic. It is 
seeking a partnership with a middle-size 
American fund manager. It is expected to be 
one of four foreign investment managers to 
be allowed to sell unit trusts in Japan, and 


| 

There are about a dozen "ministry" | 
banks, according to Japan Financial Re- | 
port, an industry newsletter. They include 
Bank of Yokohama, the biggest regional | 
bank, and a clutch of other regionals, | 
such as 116th Bank, 18th Bank, Hiro- | 
shima Bank and Hokkaido Bank, which | 
have ex-ministry men as either their presi- 
dent or chairman or both. The Taiyo | 
Kobe Bank, which several mergers ago 
was also a regional and has a lot of ex-min- 
istry men on its staff, is moving out of the 
ministry's orbit, something that its merger 
with Mitsui Bank i is likely to accelerate. 

The Bank of Japan numbers some top- 
notch regional banks among its own, in- 
cluding Chiba Bank, Kanto Bank, Shiga 
Bank, Fukuoka Bank, Awa. Bank and 
Sanin Godo Bank. All have’ ex-central 
bankers i in their top job. The Bank of Ja- 
pan's deserter is Kyowa Bank. 

There may be a spectacular inis 
ment, however: Bank of Tokyo. Though it 
is a neighbour of the Bank of Japan, this 
has long been a finance-ministry fief. Yet 
it has apparently not been able to pencil 
in a ministry man to be an eventual suc- 
cessor to one of Japan's internationally 
best-known - bureaucrats-turned-private 


Tokyo’ s chairman. Gossip is that it is cast- 
ing: an eye over the road. . 
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7 OU wonder why they bother. There 
k A is too much of their stuff, a big group 
|- of its consumers think its quality i is getting 
| worse, and a lot of it gets chucked in the 
^ bin unopened. Who would be a research 
nalyst for.a firm of stockbrokers? - 
| * Each year, Extel Financial, part. of 
us U vited Newspapers, polls investment 
managers to find the City of London's 











id league table .of their. employers. This 
year's, published on June 21st, shows 
James Capel retaining its lead, if less con- 
vincingly than last year. S.C. Warburg re- 
tained the second place it took over last 
year from Barclays. de Zoete Wedd. 
Kleinwort: Benson and uss Phillips & 
Drew. swapped places below them. Com- 
. ing up strongly on the inside is Goldman 
* Sachs. This American firm ranked 17th in 
1987 but this year makes it into the top 
ten for the first time. 

The individual star is Mr Max Dold- 


ing, who heads the team of leisure-indus- 


senate rrr rrr rer re trem ara T ———mÍÓ a 


already invests money for the Pension Fund 
Association of Japan. It may soon start up 
something in West Germany. 
To replicate abroad its success at home, 
MAM will have to apply the Warburgian de- 
votion to discipline and teamwork that has 
served it so well domestically. Many British 
pension managers give individual fund man-. 
agers considerable freedom to pick stocks, 
but MAM takes a “top-down” approach. For 
global funds, a small strategy committee of 
four people decide allocations between mar- 
kets. Sub-committees decide allocations be- 
tween sectors in each market. Only then are 
fund managers free to pick stocks. This 
eo approach lets MAM overcome its 
uge size to act quickly and decisively. Over 
the past ten, five and three years, MAM's in- 
vestment performance has ranked in the top 
quartile of British pension-fund managers. 
o: Discipline has helped the company cope 
vidi a large increase in staff (the company 
now employs almost 1,000 people around 
the world). The two senior managers, Mr 
David Price and Mr Steven Zimmerman, 
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Rattling the rubbish bins 


«star analysts, and then draws up an overall 





try analysts at James Capel. The durable 
Mr Dolding has had Extel's star quality 
since 1985, which must say something for 
the value of getting to know your beat— 
and perhaps for his firm’ s golden 
handcuffs. 

The most telling part of 
Extel’s survey is the response 
to an accompanying ques- 
tionnaire to the people who 
get the research, investment 
managers. A majority of. 
these say there is as much as 
50% excess research capacity 
in the City, and that its over- 
all quality is deteriorating. 
Three out of four say they 
read less than half the re- 
search they receive. Two out 
of five read less than 25%. 

Three out of four invest- 
ment managers are not pre- 
pared to pay securities firms 

-hard cash for research. Half - 


maerens terrre ine ai [et HRS bris ttd ty la m t PA 


deputy chairman and vice- 
chairman respectively, (and 
heirs-apparent to Mr Peter 
Stormonth Darling, the 
chairman), keep a tight con- 
trol over the organisation. A 
much-told story about Mr 
Zimmerman is that he often , | 
calls. in at El Vino's, the 
favourite watering hole of 
MAM dealers, at 5.15 in the af- 
ternoon, to check that none 
of his staff has sneaked off 
early. | 

As at Warburg’ s investment bank, sum- 





faites of all incoming and outgoing letters 


are circulated to other members of manage- 


ment. A few former MAM employees claim 
that that is the sort of thing that makes the 
atmosphere oppressive. They suggest that 


there are lots of middle managers waiting to 


leave. Some hint that when senior managers 


have cashed in their share options, they will 
go, and take clients with them. 
Mr Stormonth Darling dismisses such 
 grumblings. He says that over the 
. past four years only about 20 of 
roughly 120 fund-managers have 
left. Three of these have been se- 
nior fund managers, and of these 
two have returned. 
One reason few have gone (so 
- far) is that MAM can afford to pay 
- "well. Over 100 MAM employees 
have stock options, but most of 
these will. not be worth anything 
for at least the next year and a 
"half. A layer down, a 30-year-old 


Sangui e ne Stormonth 





would buy from independent researc 
houses and more are doing research ther 
selves. They believe that at some big 
curities houses, notably Warburg, BZW, 
and UBS Phillips & Drew, the in-house 
market-making and corporate-finance 
visions are the analysts’ primary custo; 
ers. Investment managers run a poo 


third. 





































































fund manager can hope 
make around £75,000 a year 
(plus a car). A few mak 
more. Most former MAM « 
ployees say they enjoye 
working there. They 
responsibility early and 
the collegial spirit. The w 
| office. at MAM is open x 





his fund managers (oft 
their consternation). 
Messrs Price and Storm 
Darling have. open - J 





upstairs. * 

Rivals say that MAM is too big, o 
cannot grow much more, without its pe 
mance suffering. It is more difficult f 
large investment fund to move in and o 
markets quickly. The rate of growth i 
money coming to MAM has certainly slo 
but last year MAM still acquired more: 
ness than any other pension-fund mang 

MAM is trying to reduce its relian 
traditional pension-fund work. lt is 
up Mercury Specialist Management: 
under another group vice-chairmar 
Leonard Licht, their best known and: 
hard-nosed fund manager. MSM mar 
more than £5 billion for clients willin 
tolerate high risk. Mr Licht likes to 
on individual stocks. MAM bought aba 
10% of Guinness in 1988, since when. 
company has been one of Britain’s best- 
forming shares. But MAM also owns alr 
20% of Sketchley's, a dry-cleaning comy 
now in trouble. 

So far international clients h 

















































































































icy Mr TEE has m) on 


erica and Japan. 


ers have been exempted 


from the dire consequences of an appeals- 
court ruling earlier this month. Bankers’ 


pain as they have grasped the full implica- 
tions of the judgment: lending money to 


loans to industrial firms. 


eals in Atlanta. On June 1st it annouhced 
judgment in a case involving Fleet/- 
rstar, a big regional bank, and Swaisbro 


reduce its loans to the company Fleet/- 
rstar used money owed by Swaisbro's cli- 
s and auctioned some of the company's 
ipment (the bank had a charge on ac- 
ints receivable and others of the compa- 


were found on Swaisbro's property. The 


k meant it had participated in the mañ- 
ment of the company to an extent that 


Under the Federal Comprehensive En 
nmental Response, Compensation and 


-owners and controllers. are liable for 
ost of cleaning up any hazardous waste 


al Protection Agency estimates: that 








ternational matters. Outsiders say D 


MAM: s big expansion is likely to be in 
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rican banks and the environment 


ming green—with worry | 


‘Ips of protest have turned into howls of 


companies that turn out to be polluters may. ‘ 
involve the banks with such huge potential 
legal liabilities that they dare not make any — 


= The court that has caused all du mne : 
is the 11th United States circuit court of ap- 


nt Works, one of the bank's customers’ 
ich failed. During the liquidation period, - 


assets). After the auction, toxic chemi- 







t had to decide if actions Fleet/Norstar , 
de it liable for clean-up costs. — a 


iliry Act 1980—the so-called Superfund ` 


heir properties. The federal Environ- 


lements in clean-up cases totalled. Ed ^ 
n D$ bil tion j in 1989. The Super und law r 


som many, : Holland and Switzerland, m ur 


sights. It plans to manage Dutch pension 


| funds from London; it will use Soditic to 


woo more private clients in Switzerland; and 


|. in West Germany it may build a fund-man- 


agement business from scratch. It has an alli- 
vance with Munich Reinsurance, the world's 
largest reinsurance company, which could 


^ be expanded instead. 


MAM is ‘notoriously stingy with i 


- money, so it is unlikely to go on a bus 


spree, though it has $100m in cash to spend. 
If it spends wisely, and brings the same disci- 
-pline to fund management as it has done in 
Britain, Siegmund Warburg might be 
proved wrong once : and for all. + | 


merica since 1980 those Who ^ ‘own or E operate" a company that pol- 
$ have had a statutory liability to pay for t 

er om such law, even Eee the terms of loans 
yy influence the running of the compan xr 

doubt, facing banks with potentially huge bi Is for clean-ups - 


MERICA'S bile are pinning their - 
"A hopes on legislation to rescue them - 


e clean-up. Bankers to pol- 


hat. exemption is now in 


| € banks and other lenders with loans 


to polluters, say secured on the firm’s assets, 


if they are just protecting their banking in- 


terests and are not taking part in the firm’ s 


: HAN ant ! 
k is now established in American law |— 
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. security, makes a lender m thi 
fore fiable: But federal. district. court. cases 
over the past five years have protected lend- 


-. Under the new ruling the bank could ar 
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ers if they have not foreclosed but have 
merely participated in the financial manage- 


ment of a company to protect their loans, 
and have not taken over the day-to-day run- 


ning of the business. The Atlanta appeals ` 
court, one step up the judicial ladder from - 
the district courts, overturned these cases. 
The court ruled that a lender is liable if 
its role in the financial management of a 
company is broad enough to make it possi- 
ble for the lender to influence the compa- 
ny's treatment of toxic waste, if it so desired. 


. The court decided that Fleet/Norstar had * 


done enough to make itself liable. This new 

standard puts lenders in a ib position. 
Say a bank decides it will not lend any 

more money to a company because danger- 


ous chemicals have been found on its prop- 







erty, and the bank is afraid of any liabili eo 


ably be hindering any clean-up, and is there- 
fore liable. But if the bank lends the money, 
it will almost cértainly be deemed liable. Mr 


Alan Vollman, a partner with Morrison & 


Foerster, à firm of lawyers based i in Washing- 
ton, DC, reckons the decision is “a disaster 


for banks.” He thinks the only kind of lend- 


ing that could be protected under the new. 


standard would be passive, long-term lend- 
ing such as that by life-insurance and mort- 
gage companies. 

On lune 12th Fleet Norstar announced 
it would be appealing against the decision to 


a full sitting of all the judges of the Atlanta 


appeals court. If this fails, Fleet/Norstar can 
appeal to the Supreme Court. A simpler way 
of solving the problem would be for Con- 


gress to pass new legislation. 


^ A.bill now before the House of Repre- 
sentatives—a parallel bill is before che Sen- 
ate—is a perfect vehicle for any iode 
The bill deals with the liability of lenders f. o 
mopping up hazardous waste. Its aim is t 

restore the right/of banks to foreclose on 


loans without making themselves liable for 


any environmental clean-up costs. The bills’ 


backers sáy this was the original intention of 


the exemption in the Superfund law. — . 
The bill went before the House Small 
Business Committee two weeks ago. Testi- 


. mony from witnesses such as Mr Robert 


Egerton, president of the Farm Credit Asso- - 
ciation of New York, ‘revealed that. many 
banks are now frightened of calling in the 





- security on their loans. He cited a string of 


cases where banks had lost money by refus- 
ing to foreclose on loans because of worries 
about liability for environtnental clean-up 


costs. The Atlanta court's decision makes _ 


bankers fret even mote. Unless Congress — 
acts, thé courts’ search for deep pockets to 
pay for clean-up bills could rebound on | 
them. EE I 
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To: Nomura Bonk (Switzerland) Ltd., Head Office 
Bahnhofstrasse 71, 8023 Zürich, Switzerland. Tel: { 219 91 H 
or to: 


GENEVA 10, Quai du Seujet, 1211 Geneva I Tel: (22) 732 4646. 


LUGANO Via Pretorio 9, 6900 Lugano Tel: (91) 23 13 83 
BASEL | Schifflande 2. 4001 Basel Tel: (61) 29 46 11 - 
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The Leningrad international Management institute 
is 8 new School of Business Administration set up by 
Bocconi University and Leningrad University. its mission | 


| is to help the development of management skills with = 


respect to East-West relationships. 


LIM! now offers a series of seminars for both ihe ise 


Soviet and the Western business communities, such . 
as: FAIR AND EXHIBITION MANAGEMENT, MARKETINC 
CONSUMER GOODS IN THE USSR, MANAGING CRE 
CULTURAL DIFFERENCES, and so on. 


| LIMI's next seminar, EAST-WEST JOINT VENTURE 

| ACCOUNTING SYSTEMS, will take place in Leningrad 
from the 8th to the 12th of October 1990. 

it will focus on the following issues: 


The course is intended for both Western and Soviet 
managers and entrepreneurs. 


JLENINGRAD 
I INTERNATIONAL 
MANAGEMENT 
INSTITUTE 
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S Evening classes 9 Week-end classes 


@ For professionals 
with an undergraduate degree 
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W Financial aid is available 


nema oem 


3 T rue e du Fg St- Ponore / ae eem 


MAXIM'S INTERNATI ONAL INSTITUTE 
SCHOOL OF HOTEL MANAGEMENT 


For an international management career 
ONE YEAR DIPLOMA 
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The dark s 


oe BERKELEY, CALIFORNIA 


LSTRONOMERS seem to be missing 


A A something: to wit, most. of the matter 
in the universe. Between 90% and 99% of it 





simply refuses to shine, and is thus invisible; 


to them. They know it is there, but not what 
sort of stuff it is. They do, howevér, have 
allies in their search: particle physicists, who 
suspect that the dark matter may be some- 
ing more exotic thes anything ye d made in in. 
heir vast machines. 0o 
- The idea that most o hes uhi- 
verse is invisible follows from the , 
strange behaviour of the 
parts that are not. Galaxies, 
for example, spin too fast. If 
they were nothing more than 
the shining whirlpools of 
stars seen from earth, they . 
would not be heavy enough. | 
to hold themselves together; -- 
centrifugal force would tear 
them apart. Since they are - 
not falling apart, they must. 
be heavier than they look. 
Some hidden mass must pro- 
vide enough gravitational at- 
traction to hold them to- 
gether. Similar arguments 
apply to the arrangement of 
the galaxies. Their clustering - 
an be explained only if the ` 
e of a. cluster is more 
n that of the bright galax © ^" 
ies it contains. J— 3 
There is another, den 7 
practical reason for be- 
lieving in dark matter. 
Theorists are much - 
taken. by a number | 
. called Q, a measure of 44 
the density of the uni- s 
verse. Since the shapeof — — — 
< space is determined by the mass * 
within it, the value of Q determines 43 
. the universe's shape. If Q is one, it is ™ 
"flat". If Q is not one, then it is twisted into 
some bizarre four-dimensional shape. Mod- 
ern theories of the big bang also predict that 
the universe must be pretty flat —and thus 
that 2 should be about one. 
Unfortunately, observations of bright 
- Objects do not show f) to be anything like 
E one. Numbers in the range 0.01-0.02 are 
.^ more popular. The: missing mass that can be 
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X particles need certain- properties. 2: 











Ifthe dark matter readily took part in @ 
7 chemical or nuclear reactions with every- 


Ide of the universe 


infected pos k spinning and clustering of 

-galaxies might allow that figure to be multi- - 

- plied by ten, bringing it up to around 0.2. 
"That corresponds roughly to the amount of 
-normal matter—made of protons, neutrons. 
theory predicts - 


electrons-—which 
should have been made in the, big bang. 


Those who want Q to be one may well need | 


to invoke ghostly particles suffusing the uni- 


A verse to make up the missing mass. - 


To fit the astrophysicists* bill, mud | 


peu need. vus be reasonably ' 


traction. ded they need to be atha aloof, 


day matter, the consequenceswould be 
| busting out all over. Particles with these 
. properties are ig as weakly interact- 
ing massive particles (wimps). 

. À number of theories can postulate ap- 
propriate particles—all of which have sé far 
proved impossible to make in laboratories. 


lf, however, these particles make up the dark - 


matter, then they are already regularly pass- 
ing through. laboratories, as they are 


through everything else. Normally their pas- 
sage. will be unmarked, but occasionally a 
WIMP will live up to its name and 1 interact, 





Astrophysics, set up at the Universit 
| tional Science Foundation. 


i of single atoms is not new. A fair bit can 
` learnt by looking at the results of expe 


‘would have spotted any wimps that p 
» through. One such experiment has beer 
ing on for five years under the auspi 
_the centre’s neighbours at the Lawren 
. Berkeley Laboratory, working with a grow 











of the normal atomic matter in the u 


. mers would never see them. Young resea 


£ f their obvious forte— their heavi e 


























albeit weakly, with an atom of norma 
ter. The attempt to monitor such even 
central to the work of the Centre for Par 


California's Berkeley campus by the 
Looking for odd behaviour on the 


ments designed for other purposes; 


from the University of California's § 
Barbara campus. They have been monitor 
ing small lumps of germanium anc 

- Silicon for a particularly rar 
type of nuclear decay. No suc 
decays have been seen—and | 
nor have any WIMPs. 
New experiments :spe- 

. Cially designed to pick up. 
|. wimps will reveal more. T 
. day's experiment measur 
. the amount of charge giv 
off by collisions. Future « 
—tectors should measure t 
faint ringing caused whe 
|. WIMP bumps into one atom. 
in a crystal, and the inf: 

. tesimal warming that t 
-~ collision brings about. Suc 
| effects are tiny, so the d 
| vices that measure the 
TW will need to be exquisit 
' . sensitive. The Berkeley 
centre is not the only on 
working | on such devi S 
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This is just as we 


MN world. 













` periments need to be co 
firmed by others. 
Although wiMPs are 
trendiest form ofi 
ter, they are not the 
one. It is possible that 


























is tied up in objects smaller than star 
larger than most planets—dark obj 
about the same size as Jupiter. There co 
be thousands of such objects for every. 
in the outskirts of the galaxy, and ast 





ers have dubbed them massive, com 
halo objects, or MACHOs. 

Fhe Berkeley centre is voli 4 
idea for spotting MACHOs. It capital 
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rays of light travel past a massive object, its 
gravity can bend them. The gravitational 
field of a MACHO can act as a lens, and focus 
the light from a distant star so that, for a 
short time, it will look slightly brighter. 

To test this idea, the scientists need a 
telescope capable of watching a few million 
stars at a time. They may build an entirely 
new one in Chile, or refurbish a well-pre- 
served nineteenth-century machine in Aus- 
tralia. Whichever telescope gets the job 
would fix its gaze on the Magellanic clouds, 
dwarf galaxies orbiting this one. Over a few 
years, it would become apparent whether 
the stars were constant, or whether they 
shone through a twinkling frost of MACHOS. 
If there turned out to be enough MACHOS 
around to solve the mysteries of how galax- 
ies move and cluster together, part of the 
problem of dark matter would be solved— 
and the particle physicists might be a little 
disappointed. They could console them- 
selves with the knowledge that MACHOs 
alone are most unlikely to bring N up to 
one; that honour might still fall to the 
WIMPs, or to some other acronym. 





The abortion pill 
Playing safe 


WASHINGTON, DC 


N REPRODUCTIVE politics, orthodoxy 

matters as much as safety and effective- 
ness when it comes to approving a drug. 
Hence the trouble that ru-486, the French 
abortion pill, seems to be having at all turns, 
especially in America. Faced with threats 
from the anti-abortion movement of 
cotts of its other products—and possibly 
also those of its parent company, Hoechst of 
West Germany—Roussel-Uclaf, the manu- 
facturer of RU-486, is distributing it in France 
to 800 licensed hospitals and clinics because 
the French ministry of health insists on it. It 
has done nothing to make it available 
elsewhere. 

In fact, quite the opposite. Take the 
events at the Los Angeles County-Univer- 
sity of Southern California Medical Centre. 
Since July 1984 nearly 400 women there 
have taken part in trials of RU-486 for abor- 
tion within seven weeks of conception—the 
only place in America where such studies 
have been done. This February, however, 
the trials were suspended because Roussel- 
Uclaf decided there was no point testing the 
drug for the American market, and cut off 


‘the supply. Besides discouraging those who 


see the drug as a valuable alternative to sur- 
gical abortions (which are done later), the 
company’s attitude is having wider effects. 
The drug acts by blocking the action of 
the hormone progesterone; this is what 
makes it an effective abortifacient (deprived 
of progesterone, the uterus expels an em- 


88 


bryo when it is about the size of a pea). And 
it is also what makes it potentially promising 
for easing difficult births, for contraception, 
for treating tumours that thrive on proges- 
terone and a rare but life-threatening form 
of Cushing's disease. Yet many American 
researchers fear that even work in these ar- 
eas will incur the wrath of the anti-abortion 
lobby. As a result, they are reluctant to talk 
about it on the record. 

There are also signs that, although re- 
search with RU-486 is permitted in America 
by the Food and Drug Administration, 
Roussel-Uclaf may now be too shy to supply 
it to American scientists, whatever the na- 
ture of their research. At Georgetown Uni- 
versity Medical Centre in Washington, DC, 
Dr Susan Flamm is eager to follow up pre- 
liminary European studies of long-term 





breast-cancer patients. These suggest that 
RU-486 may be a useful supplement to exist- 
ing hormone-suppressing therapies. But Dr 
Andre Ulmann, Roussel-Uclaf' s medical di- 
rector, says that—for the moment, at 
least—the company will confine the pursuit 
of such studies to France. 

Dr Etienne-Emil Baulieu, the inventor 
of RU-486 and a consultant to the company, 
says that it plans to seek approval of the 
drug in Britain, Scandinavia and Holland. 
But Dr Ulmann says that Roussel-Uclaf is 
only considering that. One reason for the 
company's hesitation is probably that distri- 
bution of RU-486 is more tightly controlled in 
France than could be expected elsewhere. Its 
approval in another country would almost 
inevitably let it slip into America, where it 
would probably be used without the supervi- 
sion of doctors. 

That, in itself, could be disastrous for 
Roussel-Uclaf. Americans who were harmed 
by the drug—or thought they were—might 





decide to sue even if they had used it im- 
properly. Fear of such court battles also 
largely explains the lack of interest shown by 
big American drug firms in licensing it from 
Roussel-Uclaf and themselves applying to 
have it approved. 

Meanwhile, a few American public-in- 
terest groups and smaller drug firms have 
unsuccessfully approached Roussel-Uclaf 
about conducting American trials of RU-486, 
with an eye to bringing it to the American 
market. But having another firm or group 
market RU-486 in America would not neces- 
sarily let Roussel-Uclaf or Hoechst off the 
hook. Besides threatening to boycott what- 
ever else these companies market to Ameri- 
cans, anti-abortion activists have let it be 
known that, should there be even a whisper 
of the drug’s being approved in America, 
the French can also expect a boycott of their 
wines. 

Although Roussel-Uclaf holds the inter- 
national patent on RU-486, exactly * 
much control this will give it remains to 
seen. For example, although the company 
has denied China access to the pills, China 
does not always honour international pat- 
ents and may already have decided to go 
ahead and make the pills in any case. 





Expert systems 


Anti-knowledge 


SDOM, said somebody wise, is 
knowing what you don't know. That 
lesson is being learnt by the builders of “‘ex- 
pert systems", which let computers advise 
people about steelmaking, medical diagnosis 
and much else. Machines that fail to know 
what they don't know quickly get confused, 
or, worse, give the wrong answers. 

An expert system consists of three bas] 
parts. First is a stock of rules or general sta 
ments: for example "all the world loves a 
lover". Second comes a set of particular 
facts: eg, "Donald Trump is a lover”. Last, 
and most important, comes the "logical en- 
gine" which can apply rules to facts in order 
reach all the conclusions that can be drawn 
from them— "therefore all the world loves 
Donald Trump". (This conclusion is false, 
but it does follow from the examples.) 

The simplest expert systems assume that 
their rules and facts tell them everything 
there is to know. So any statement that can- 
not be deduced from the system's rules and 
facts is assumed to be false. This can lead the 
machines to answer "no" when they should 
say "I don't know”. 

Even larger problems result from the 
way that expert systems deal with contradic- 
tions. If a statement contradicts what the 
system already knows, it assumes that it 
must be false. This leaves expert systems ill- 
equipped to cope with the complexity of the 
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` real world. A machine which had quite rea- 
- sonably learnt that “all birds fly" would be 
` stopped in its tracks by an encounter with a 
penguin or a roast duck. | 
Logicians are coming to the rescue with 


new forms of “non-monotonic” reasoning - 


‘that can cope better with contradiction and 
ignorance.. So far, the most widely used form 
on-monotonic reasoning is so-called 
ogi¢”. This permits rules to be 
|. qualified in order to allow for exceptions. In- 
-stead of stating flatly that. "'all birds fly’, de- 
fault logic allows rules of the form "if Tweety 






_is-a bird, assume Tweety can fly, unless i itis | 


3 erudit stated that Tweety cannot fly." _ 
.. Over the past several years researchers 
: have created two sorts of practical computer 
system based on the principles of default 
logic. The first and simplest, called a "truth- 
maintenance system", was invented by Dr 
Jon Doyle of the Massachusetts Institute of 
Technology. As each new fact is fed into the 
em, Dr Doyle's program checks to see if 






it (or deductions derived from it) contradict 
any of the facts or deductions already in the 
system. If there is a contradiction, the ma- 
chine works back along its chain of teason- 


bk 








ing to find its source, and disposes of that 
troublesome fact or deduction. So the sys- 
tem maintains one consistent set of beliefs. 
Dr Johan de Kleer, of Xerox’s Palo Alto 
Research Centre, takes a broader view of 
consistency. Like Dr Doyle's system, his “as- 
‘ sumption-based truth-maintenance system" 
works back along its chain of reasoning to 
find any deductions that might contradict 
¿new facts or deductions. But instead of 
crossing them out, Dr de Kleer's system sim- 
. ply makes a note of which deductions would 
have to be withdrawn in order to create a 
consistent set of beliefs that includes the 
new information. Instead of having a single 
. consistent set of beliefs, it keeps track of all 
possible sets of consístent beliefs. 
‘In theory, both Dr Doyle's system and 
Dr de Kleer's make excellent diagnostic de- 
' vices. Give either system a logical descrip- 
-tion of a perfectly functioning machine, 
then feed in the symptoms of a fault. Dr de 
Kleer's system will respond with a list of all 
: possible sets of contradictions between its 
` original assumptions and the new facts—in 
other words, a list of all possible causes of 
the Symptoma. The snag, however, is that 


Eye tests without tears. 


HE Draize test, in which chemicals - 


are dropped into rabbits' eyes, is un- 
likeable for many reasons. Not only is it 
nasty for rabbits, it also costs a lot and its 
results can be hard to interpret. But it has 
persisted because the alternatives have 
. their own drawbacks: the use of animal - 
skin or whole corneas from slaughtered - 


cows is not a reliable way to detect chemi- 


cal irritants. In 1987 Ropak Laboratories 
of Irvine in California launched EYTEX, a 


test using molecules that behave like the. 


¿ones in corneas which are involved when 


lan eye is irritated. Nevertheless, although - 
— Avon, an American cosmetics company, - 




















and other big firms, have 
found that EYTEX works, 
Ropak has yet to convince 
the regulatory authorities 
of the soundness of its sci- 
entific approach. 

In the 1970s researchers 
- discovered that the normal 
transparent state of the cor- 

= nea depends on highly | 

organised proteins which — 
form long strings of beads. 
lt also depends on the 
amount of water mixed up 
with these proteins. In the 
mid-1980s Dr Virginia Gor- 
don, who pioneered EYTEX, 
had the idea of. turning this 
knowledge into an alterna- 
tive to the Draize test. She 


À site for sore eyes 


found that a clear solution of proteins ex- 
“tracted from cows’ corneas will cloud up 
_ when exposed to various nasty chemicals: 
. some interfere with the water in the pro- 
teins, others with the way they interact. - 
Five thousand well-known chemicals, 
from hairsprays to pesticides, have now 
. been screened with EYTEX— just out of in- 
‘terest, because the test is not yet officially 
recognised and cannot be used to get a 
product approved as safe. It errs on the 
‘side of caution about 5-996 of the time, 
which is no bad thing; but it also fails to 
detect irritancy 4-596 of the time—for in- 
“stance, bubble-baths pass the test. Such 





things as Kablet EE EYTEX | | 
by dissolving proteins so that the solution 5 













































for all but trivial problems this list can 
very long. Dr Doyle’s system, on the ot 
hand, will suggest only one diagnosis 
time. In both cases the user has to find th 
"right" diagnosis by formulating hypothest 
and looking for’ other symptoms to. 
them against. Some problems lend then 
selves to one approach, others to the othe 


tributed” expert systems, which try to-tac 
big problems by combining a number 
smaller systems, each of which knows ab 
part of the problem. One challenge fo 
ators of such systems is that the sub-expe 
can be misled by the narrowness of their 
sion. Systems like those of Dr Doyle 
de Kleer can synthesise the babble of « 
flicting advice into one consistent opinic 
Such advances are useful, but the 
far from the whole solution. Asa i 
. has dealt frequently with bankers will k 
the fact that. an opinion is logically 
tent does not necessarily mean that. it 
vant or useful in the real world. Practic 
sight is another. matter altogether. Nob 
has managed to automate that, yet. p 


seems clear. Dr Gordon is now changing < 
the way the test is done, so that tricky sub- ` 
stances like bubble-baths will beadded ex- ` 
tremely slowly: and any cleuding can be 
picked up. 
Ropak has lots more test-tube tests. ^. 
Last February it launched skiNTEX, which a 
contains proteins extracted. from cows |. 
skin to detect irritancy. The way that” 
chemicals damage skin can' be measured 
by adding the chemicals to a solid material 
containing collagen proteins, which the 
chemicals bind to—just as they- bind to | 
skin. The collagen proteins swell, disrupt- i 
ing other proteins nearby, which then fall. | 
apart, When. this Pappe. a Ln | 


e rint beneath die. d 
.. surface. This can be spo 
| when the. irtitants ; 


. racy— of her tests, Dr Go 

don is likely to have an 
uphill struggle getting them 
endorsed... Regt : 
 loth to drop their old ‘habits 
~ and rely on new science, de- 
spite the fact that animai 
^ tests. themselves are 
foolproof. 
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by Kari Ebel 

This very clear, topical study reviews the technical, 

socio-economic, managerial and organisational, 

and humar aspects of computer-integrated 

| manufacturing (CIM). It argues that the price of 

| transition will depend upon the knowledge and 

[ qualifications of a highly skilled workforce, and — 

i that the approach most likely to succeed is one 

that takes full account of the human factor. 


| ISBN 92-2-107276-2 £7.70; US$12.25; SF17,50 J 























Expert systems: A manager's guide 
by Karl Wiig 


How can a manager who iss to introduce an 

| expert system acquire an understanding of the 
technology of computer programmes and its 
-potentiality? This volume aims to give practical 

| guidance on how fo establish and use expert. 
systems technology within an organisation, and. 
how to do so with confidence and decisiveness, 
avoiding pitfalls on the way. The resulting benefits. 
are abo outlined. 


| ISBN 92-2.106446-8 £12.10; US$19.25; $F27.50 | 
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Tales non-bombers tell 


STOLEN YEARS: BEFORE AND AFTER GUILDFORD. By Paul Hill with Ronan Bennett. 


Doubleday; 287 pages; £12.99 


PROVED INNOCENT. By Gerry Conlon. Hamish Hamilton; 234 pages; £12.99 


RUTH may be stranger than fiction; 

but fiction can pack a lot more punch 
with a trial jury. Or so the British police ap- 
~--= to have decided in late 1974, when they 
|  ibout interrogating two men suspected 
or peing IRA bombers. 

The men in charge of the questioning 
were detectives in a provincial force 
in southern England. They were 
probably close to breaking point 
themselves. Seven weeks earlier two 
bombs had gone off in their home 
town of Guildford, followed a month 
later by a third in a south London 
borough. The bombers could not be 
found. Then, on November 21st, two 
more bombs exploded—this time in 
crowded pubs in Birmingham, caus- 
ing terrible carnage. The Guildford 
detectives were under intense pres- 
sure to get results. 

Within days, on grounds that 
have never been explained, they 
picked up Paul Hill —and, shortly af- 
terwards, his friend Gerry Conlon. 
They were young Irish drifters with- 
-7* money, jobs or homes of their 

y they were working-class Catho- 
lics from the Lower Falls area of West 
Belfast; above all, they had no sat- 
isfactory alibis for the time of the 
Guildford bombings. The police reck- 
oned they had their men. The only 
problem was: they had no evidence. 

So they made it up. Elaborate 
confessions were concocted for Mr Hill, Mr 
Conlon and two others, a third man and a 
woman. On trial at the Old Bailey the defen- 
dants more than once shrieked the truth; 
the detectives calmly served up the fictional 
confessions, which they said had been hand- 
written at the time they were elicited. The 
jury, understandably, went for the fiction. 
Not until the summer of 1989 were the type- 
written drafts of the confessions uncov- 
ered—with the detectives’ own hand-writ- 
ten amendments betraying the care that had 
gone into ensuring the conviction of the 
Guildford Four. They were released last Oc- 
tober, after 15 years in jail. 
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The judge at the trial was Lord 
Donaldson, now Master of the Rolls. Before 
telling the convicted men that they would 
once have been hanged, he talked of the 
bombings as a crime “which will be remem- 


bered for its infamy”. But the crime against 
the Guildford Four will be remembered just 
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as long, for the damage that it has inflicted 
on the image of British criminal justice. Let 
anyone who doubts it read these two books. 

Why should their accounts be trusted? 
In 1974 Mr Conlon was a 20-year-old who 
had divided most of his time since school be- 
tween petty crime, the pub and the betting 
shop. Here he has written a book liberally 
laced with direct speech that implies a re- 
markable memory. No expletives are de- 
leted—"“stinking”’ is the favourite—and the 
tone is abrasive throughout. Mr Conlon is 
no Zola; but his anger is as eloquent as it is 
understandable. As for Mr Hill, in child- 
hood he had “neither the patience nor the 


aptitude to learn" chess or even draughts; in 
England before his arrest he led “a life that 
was disorganised and haphazard"—an un- 
derstatement. Yet “Stolen Years” is power- 
fully written and comes complete with 
thoughtful asides, where appropriate, on 
Irish history, the English penal system and 
so on. It has clearly been written in large 
part by Ronan Bennett, his co-author, of 
whom it would be nice to know more; it has 
the stylistic elegance of a novel, but its story 
would have been hard to invent. 

So what does that story reveal? What 
really happened to both men after the police 
had picked them up? Why did Mr Hill pro- 
vide the police with the names of so many 
“accomplices”, many of whom were subse- 
quently imprisoned (notably the seven 
members of the hapless Maguire family, 
whose convictions were quashed on 
June 14th)? Above all, why did he and 
Mr Conlon, like the other two in the 
quartet, go along with their confes- 
sions? 

The answer is disturbing. Inside 
suburban police stations in the heart 
of London’s commuter-belt, senior 
police officers appear to have treated 
the two young Irishmen with the kind 
of brutality more normally associated 
with third-world banana republics. 
They were violently abused, refused 
food and deprived of sleep. After a 
few days, if their accounts are to be 
believed, both were broken men. 

In the ten months that elapsed 
before their convictions they behaved 
foolishly on many counts. Mr Hill, for 
example, r to plead at the start 
of the trial, even though this immedi- 
ately tarred him with the brush of the 
IRA. But their actions were not wholly 
irrational. They had lied extrava- 
gantly in their confessions, and ex- 
pected this to expose the police case 
for the charade it was; instead, their 
lies were taken as corroboration of 
their guilt. Innocent though they were, they 
could not cope with that. 

The police made a grotesque mistake. 
But did they cut corners in pursuit of rough 
justice or was the prosecution case pro- 
foundly dishonest from the start? The two 
authors, not surprisingly, have no doubt 
that the police framed them. They insist re- 
peatedly that even the stupidest detective 
could not have mistaken them for profes- 
sional terrorists. Mr Hill contrasts their own 
statements (“the incoherent ramblings of 
frightened youths’’) with the published testi- 
mony of IRA men captured in London in 
1975 (“coherent, precise and detailed”). Mr 
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-onlon says he was “an unrelia a 
type of character . . . (who) could no more 
jave become the quarter-master of a Provi- 
ional IRA company—as the police wanted 
o believe I was—than jump to the moon." 

. Perhaps the best that can be said for the 
police is that they genuinely believed in the 
guilt of their suspects. Why else should Mr 
-onlon have been visited later in Wands- 

orth prison by Peter Imbert, then the 
bomb-squad chief—and now metropolitan 
‘commissioner, the top policeman in the 
land—to get information on the IRA in Eng- 
land? Excuses for the police begin to wear 


uspicious errors that helped to keep the 
t uildford. Four imprisoned for so long: in- 
onvenient evidence not passed on to de- 
xe counsel scientific evidence sup- 
essed, potential alibis disregarded, 
mning testimony ' from other IRA prisoners 





| "One toroa the authors bud: ‘tO 
indure a life which can only be described as 
yarbaric. The two men were no more model 
prisoners than they had been model citi- 
ens. But they were treated as savages; their 
ccounts make it graphically clear why so 
many of Britain's prisons seem. don to exe 
plode into anarchy at any moment. x 


fortable questions—about the inadequacy 
. of Britain's judicial appeals system, about 


-eigners in a foreign land. But there were 
other victims. One of the saddest was Mr 


‘Seven by marriage, a sick man incriminated’ ^ 


“Wandsworth jail to die in Hammersmith © 
hospital, where his bed was sutrounded by 


vants: "[He suddenly] said loud enough for . 
hem all to hear, ‘If any of youse people 


ce’. They all dropped their heads forward ` 
on their shoulders and he said, 'How does it 
eel to be murdering an innocent man?"."- 
That was more than ten years ago—and the 
story is not finished yet. | 






decades of Amietiégn polities, which i is s what 
the book is, is not quite the same thing. Mr 


hin, however, when set beside the litany of - 


These books raise endless other uncof- - 


. the nature of press coverage for terrorist tri-' 
als, about the degree to which young Belfast. 


men in England can be made to feel like for- -+ memb 


policemen, warders, priests and civil sere — 


hink l'm guilty, look me straight in the. 


Barone, journalist and joint editor of the in- 


valuable “Almanac of American Politics", 


existschiefly as a chronicler.and analyst, and 
a most eminent one, of the life of politics. 
His output as chronicler i is rich in evidence 
of his feel for place and texture, for territory, 
population, habit of mind, rural economy 


' and urban landscape. An exact perception 


of the causes of the successes, failures, rise 
and decline of politicians marks his work as 
analyst. Redirected to the writing of political 
history these remain priceless qualities, but 
they are not all that is wanted. The reader 
needs to know more: what was happening to 
the country, and what mattered and what 
did not. These larger historical truths are 


not exactly absent from Mr Barone's work, 
but they are not primary to it; the reader has 


to grope for them. 

The surge of central-government activ- 
ism-that transformed the United States in 
the 20 years that followed 1932, its vicissi- 


tudes in the 1960s and its persistent ebb in 
_ the 20 years since then are one ineluctable 
thread in any political history of the period. 

... Mr Barone, who would not for a moment 
forget. the ‘beetling eyebrows of John L. 





is, or the scallop-bordered windows of 


Tammany? Hall looking out on Luchow's : 
German restaurant across 14th Street, lets. 


this vital historical thread slip. somewhat 
through his fingers. Franklin Roosevelt per- 
ceived, 









perience : “demanded. an active federal 


government i intervening in. society in thei in 
Conlon’s own father, one of the Maguire - cXeresé oi die enn 





“by Mr Hill's confession. He was taken from |. fle "flagse dand | 
` beyond the ne cliché of ther mo- 


. ment: "By 1977 the faith that government 
- could solve all problems was vanishing". 
| Ar Barone’s judgment Franklin Roo- 








"_-sevele (who died before Mr Barone was 
‘born) towers above all other presidents of 













iod as the leader who reshaped the 


i country—by \ which Mr Barone does not in- 
tend it to be thought that the reshaped na- 
. tion was immutable, as it clearly was not. Ei- 


senhower's was another seminal presidency 


that preceded the author's life as a political 
writer. It has, indeed, a special interest as the 


moment when a virtually unchallenged ruler 
presided over a nation at the peak of its pre- 
eminence in the world. 

To his judgment of Eisenhower Mr 
Barone brings a temperamental sympathy, 
and he defends Eisenhower against the criti- 
cisms that welled up in his second term: with 
a possible exception or two, "he did not 
make. any egregious blunders on matters of 
great importance’. Grudging as this may 


sound, it is high praise when it comes from a 


conservatively-minded chronicler. Another 


B05”, : | judgment might be that although Eisenhow- 






. er's blunders were few, his omissions were 


lowed him may "be thoi to wrestle? | 


and eyen Dwight Eisenhower re- ` 
d, that the American national ex- 





The presidency of Lyndon johreon gave 
Mr Barone, by then at full power, a supreme 
opportunity to observe and dissect. When 
Kennedy was killed the-office fell into the 
hands of a man of lightning intelligence, - 
concentrated will and inexhaustible energy, 
standing on a political power base that was 
to all appearances uhshakable. Within five 
years lohnson was on his way home in hu- 
miliation and defeat, leaving a nation di- 
vided, angry and alienated. Having done so 
much to change the country, he found it ap- 
parently beyond him to handle what he had 
wrought. Mr Barone may be short of feeling 


for the Great Society, but that kind of 


drama, involving the creation and erosion - 
of political power, is something to which he 
is fully attuned. 





Literary lives - 


Aeschylan curse 


(tiddley pom) 


A.A. Mine: His Lire. By Ann. Thwaite. 
Faber & Faber; 554 pages; £17.50. To be 
published in America by Random House 


Little boy kneels at the foot of the bed, 
Droops on the little hands little gold head. 
Hush! Hush! Whisper who dares! 
Christopher Robin is saying his prayers. 


fih these words, Alan Alexander 
Milne loosed on an unsuspecting 
world one of the titans of twentieth century 
fiction: his sailor-suited six-year-old son, 
shortly to be joined in fame by a menagerie 
of anthropomorphic stuffed animals. He did 
not mean to; it was his wife Daphne, for 
whom the pieces had been written as a birth- 
day present, who secretly arranged their ap- 
pearance in Vanity Fair. Nearly 70 years 
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later “Winnie the Pooh” is available (from 
Methuen Children’s Books) in 25 lan- 
guages, including Latvian and Latin. These 
bring the various beneficiaries of Milne's es- 
tate millions of dollars in annual royalties; 
but, as Ann Thwaite's book makes clear, 
they brought their author little but grief. 
From the start, Christopher Robin and 
his little friends attracted a startling degree 
of critical obloquy. While Calvin Coolidge, 
among others, was enraptured by the mop- 
pet Milne's golden locks, Beachcomber in 
the Daily Express was busy sniggering: 
"Hush, hush, nobody cares!/Christopher 
Robin has fallen downstairs". The New 
Yorker's "Constant Reader", Dorothy 
Parker, confessed that Pooh Bear's hum 
("The more it snows (tiddley pom)") in 
"The House at Pooh Corner" (1928) had 
caused her to “fwow up”. 
All of this might have been drowned out 
by the merry ringing of cash registers, had 
" ie not entertained thoughts of being a 
ı uswriter. Before “When We Were Very 
Young" (1923) Milne had been a moder- 
ately successful playwright; now his name 
had only to appear on the title-page of a play 
for critics to note that it was written "with 
about as much maturity as Christopher 


Robin". When Milne, a Somme veteran- 
turned-committed pacifist, attempted to 
wrong-foot the philosopher Gilbert Murray 
over Chamberlain's 1939 appeasement pro- 
posals, Murray could demolish Milne's argu- 
ments in The Times simply by observing 
that he found them "very, very young”. 

Worse still was the effect of all chis on 
Christopher Robin himself. By the age of 
seven, the tow-haired tot was happily giving 
interviews to emissaries-of the Washington 
Post; ten years later, he was tortured by fel- 
low public schoolboys incessantly playing a 
record of him reading "Christopher Robin 
goes hoppity-hoppity-hop”. He came to 
view his childhood as a sort of Aeschylan 
curse, with his father as Agammemnon. 
They were never to be reconciled. 

That story is worth telling; but if it had 
not been for Pooh, Milne's life would have 
had little to commend it to any biographer. 
He was a golfing, pipe-smoking, suburban 
man, like millions of others. Miss Thwaite 
gives the reader more about Milne than is 
possibly needed or wanted. Had she been a 
Huxley or an Ellman, she might have trans- 
muted all the dross to gold; as it is, she has 
produced a worthy book about a worthy 
man, beknighted by a stuffed bear. 





The Hunts' hoard on the auction block 


MODE it in 


«pc GUESS it first began with some cheap 
foreign coins our parents brought 
home from trips abroad", says Bunker 
Hunt, talking of his interest in collecting; 
“That and a boyhood treasure of 
Indianhead pennies.” Back in the oil-boom 
days of the 1970s, before Colonel Qaddafi 
nationalised Bunker’s oilfield and the silver 
ket collapsed, he and his brother Her- 
| a quarter-ton of ancient coins 
and some astonishing pieces of ancient art. 
These were put up for sale in New York on 
June 19th to appease the Internal Revenue 
Service and the Hunts’ various 
creditors, and raised more than 
$20m. The Hunts have bargained 
for a 60% commission over the 
benchmark figure on total sales. 
On the night, everyone of 
note was there; excitement among 
collectors, dealers and cogno- 
scenti was "absolutely palpable". 
The pieces included Bunker 
Hunt's favourites, a signed wine 
cup and fragment of a vase by 
Euphronios, the master of Greek 
vase painting; Sotheby's has never 
before handled a signed piece by 
an ancient artist. The cup went for 
$742,000, the vase-fragment (7596 
plastic) for $1.7m. A Roman 
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bronze of a young man went for $539,000; 
an amphora portraying Athena with Pega- 
sus on her shield, originally presented (filled 
with olive oil) as a prize at the Panathenaic 
games, fetched $190,000 

This was a landmark sale for ancient 
coins, establishing them as works of art. A 
silver Sicilian decadrachm of Agrigentum 
(410 Bc), with a horse-drawn chariot in 
flight and two eagles devouring a hare on 
the reverse, fetched $572,000, a record for 
an ancient coin. A silver decadrachm of 
Athens honoring the patron goddess, who 


Herbert, Athena, Bunker 


BOOKS AND ARTS 


was shown in a crested helmet, went for 
$528,000. The Athenian coin is one of only 
two dozen to survive since they were struck 
in 465 ac, at the end of the Persian wars. 

The chequered history of these artefacts 
is sometimes as interesting as the pieces 
themselves. Bunker Hunt got his deca- 
drachm—and many of the other pieces in 
his collection—through Bruce McNall, the 
top coin man in Los Angeles and the owner 
of the LA Kings hockey team. In 1988 Mr 
McNall tried to sell at auction a number of 
coins, found in Emali, in Turkey, in 1984, 
which had been consigned to him by Wil- 
liam Koch; an oil heir and a trustee of the 
Boston Museum of Fine Arts. During the 
auction the Turkish government appeared, 
claimed cultural patrimony and regained 
possession of the coins, which were said to 
have been smuggled out of the country by 
the Turkish mafia. Mr McNall's consign- 
ment had included an Athenian 
decadrachm which, for some reason, had 
been withdrawn from sale; and six of the 
coins from the Emali hoard are still said to 
be missing. It is unclear how many are still 
held by Mr Koch, and Mr McNall has for 
some weeks been unavailable for comment. 

Mystery also surrounds the Euphronios 
pieces. Thomas Hoving, when he was direc- 
tor of the Metropolitan Museum, was urged 
by the curator of Greek and Roman art, 
Dietrich von Bothmer, to buy the signed 
wine-cup for $70,000 from Robert Hecht, a 
department-store heir. Mr Hoving declined, 
because he had just paid $lm for a 
Euphronios bowl which the Italian govern- 
ment claimed had been looted from an 
Etruscan tomb. Mr Hecht said he had 
bought it from a Lebanese businessman 
whose father had acquired it in a trade for 
some coins; but he was arrested in both Italy 
and Turkey on charges of buying looted an- 
tiquities. Mr Hoving did not wish to burn 
his fingers again. 

Could the wine-cup have been exca- 
vated from the same site as the Metropoli- 
tan's bowl? Mr Hoving says it is impossible. 
"People did not collect Euphronios in the 
fifth century BC; we are looking at this with a 
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' lorway" in 1971, iq ít was Ver to Mn 
worth $15,000. "There is nO source to a 
cup”, he was quoted as saying at the time; 
* À cup is a cup.” However, other art experts 
have said the Etruscans often included more 
han one costly piece in the tombs of promi- 
ent people; and ltaly still contends that the 
up is of questionable origin. 

.. The Hunts also wound up with a num- 
ber of the Met’s ancient coins, among them 
a Camarina tetradrachm with Heracles in a 
onskin headress, and a coin commemorat- 
ing the Roman Emperor Titus. These were 
eaccessioned and sold, a year after the ac- 
isition of the Euphronios vase, "for im- 
tant, purchases, particularly Greek and 
man art objects”, as Mr Hoving said at 
time of the sale. There is speculation 
at the coins were somehcw part of the 
phronios trade. 

= At any rate, it is all out of Bunker and 
lerbert s hands now. How do they feel 
bout losing their treasured vignettes of clas- 
ical history! ' "Not very good. It had to be 
ane, ' says MS Hunt sadly. 



































The World Literature Conference 
Alas, alack 


SAN FRANCISCO 


readers get together, they are 


business of writing. San Francisco’s recent 
fourth annual World Literature Confer- 
ence, the first formal assembly of the world’s 
literati since the large publishing conglomer- 
tes began gobbling up the small presses, 
as indeed underscored not with artistic 
ngst but with financial fervour. 

^ During the four days of formal sessions, 
ery panelists complained about world poli- 
ics and each other’s ethnocentric, long- 
inded diatribes; over coffee, they grappled 
ich the eae cost of Lire versus an 








ller lists and pref 
pace at the large chain 

kstores; these also require costly bulk re- 
ses by Yi blah f fast turnover on the 
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VV said to discuss writing literature; 
when writers get together they discuss the 


rid over. is being 





much de b ted. UA s the wr den E i 


O GET Frank Sinatra to London 
. next month is going to cost his pro- 
moter, Frank Warren, $4.5m; and that is 
only what Mr Sinatra will take home in 
his pocket. Running costs of the venue, 
the London Arena in Docklands, come 
on top of what is undoubtedly the big. 
gest fee ever paid to an entertainer in 
Britain, and possibly in the world. Last 
year, at the Royal Albert Hall, the 74- 
year-old singer got about half as much. 
To get his money back, let alone 
make a profit, Mr Warren needs to sell 
out his 11,000-seat stadium for each of 
-the five nights when Mr Sinatra will sing. 
- (He will be performing in the round, for 
the first time in Britain.) About 44,000 
tickets have been sold so far, for prices 
starting at £35 ($58) and going up to 
£100. And the Arena is hardly a luxury 
house: it has brick walls, plastic chairs 
and no carpet on the concrete floor. "It's 
a gamble," Mr Warren admits. But he is 
showing no signs of panic yet; a man who 
was the victim of an attempted murder 
last year, as he was, takes a lot of scaring. 
The acoustics, besides, are wonderful. 
. When Mr Sinatra sent his team of five 
down to the Arena to test them, they 
pronounced themselves well satisfied. 
All that remained was to mention the 
fee; and when Mr Warren did so, "no 
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more global, suggested an author from Bel- 
m, "he must concentrate on the particu- 


lar”; it was by virtue of their particularity, 


after all, that Flaubert and Kafka became 
universal. Julia Kristeva, a noted French 
writer, added that the globally recognised 
author must inhabit a small territory on the 


page while thinking universally; and must 


know how to cope with the "avalanche" of 


" worldwide fame, the multi-translations and 


global distribution, while being aware that it 
may stifle him as an artist. 
Third-world writers feared that in the 


.. wake of the changes in international pub-. 
ry literary > 
authors who are favoured in the West will 


lishing only the very popular, very 





grow in demand, while the "middle-class" of 


writers around the world will die out. Exor- _ 
bitant advances paid to superstar authors 


are already syphoning off what is available 


for the lesser-known, forcing more and more - 
€.. writers to create their works 
F hope ofan audiente. 





without much 


Indeed, most third-world: writers at he 


" conference the plaintive voices of move: — 

o. ments and cultures often left unacknowl — - 

2. edged on the evening news—feared. that if US 
hev ig 








npüblished and unseen even at hom E 
where small houses taken over by multina- 


persuasion was necessary." | 

Public relations are uppermost in Mr | 
Warren's thoughts. He is guaranteeinga | 
huge audience, mostly the affluent mid- | 
dle-aged, but with a sprinkling of young | 
people too; and he believes that once 
Americans see stars like Sinatra going to 
Britain, others will follow. "It should be 
easy enough to get Streisand, for in- 
stance”, says the intrepid Mr Warren. He 
would not be drawn, however, on how 
much he would pay her. 


tional publishers will have strictly western 
interests. Àn East German panelist, relish- 
ing the end to the Berlin Wall (and thus, os- 
tensibly, his own third-world status), said he 
would no longer feel compelled to read 
third-world literature except for pleasure, if 
it "seduced" him. To which N.V.M. Gonza- 
lez, an award-winning Philippine writer, 
sponded ' ‘Ah, but one must see the lady face 
in order to be seduced.” 

One Romanian writer had sorted out 
the handicaps and gifts of the quasi-monop- 
olies of publishing for herself. From the 
large conglomerate that swooped in to trans- 
late her latest work into German, she has re- 


-. ceived, she says, an overwhelming sense of 


power, She is freed at last from the chains of 


„writing in a little-spoken language, a feeling 


she says no artist who creates in English can 
ever imagine. With. this new liberty comes 
the potential fot. more powerful expression 





in a writer's works, the ability to affect a 
broader range of readers and, yes, the first 
:prickings of fame. Perhaps writers, western 
Of otherwise; will have to content them- 


selves with. making a living which allows 


ther only a certain amount of autonomy; a 


life not so different from that of bankers, 


“chemists or, indeed, publishers. | 





The Faculty of Economics considers micro-economics as the cornerstone ofa 
-thorough curriculum in general economic theory and applications. — . 

n view of its crucial role the Faculty aims at a restructuring and expansion. ofi its 
department of micro-economics. The department has a moderate teaching 

oad and good research facilities (e.g. secretarial, travel, computer, library, - 
data). The Faculty as a whole has a strong research tradition. Micro-economic 

esearch is done as well in the Econometric Instituti and various other 
departments in the faculty. Formal or informal cooperation with the other 
chairs will be welcomed. 


Ip ofessor will hive chief open for the he teaching ng and research of 
the mic a ud ene REE AON 0s 


There are ey at Ami foreis gn = one of our Facul ty and the Faculty’ is involved i in 
several international programs. 


Accordini to ins an depending onage and experience scale B 


nomination comniittee, Prof. FA ! 
31 — cc 


| Mk within three weeks after date ea this advertisement appeares, to the 
| Th iconem did A.P.J. Abrahamse, P.O. Box 1738, 





















johannesbiur 'g Rotary Club 
. ..Research Fellowship at the 
Unive: sity of the Witwatersrand 
and the South African Institute 
of International Affairs — - 
South Africa 


The Johannesburg Rotaty Club is offering a scholarship for six:to- nine months 
-study or research in South Africa as part of a programme to haces greater 
understanding between the peoples of Britain and South Africa 


Applications are invited from recent graduates of any UK university who have a 
genuine interest in going to South Africa for research and study purposes. 


The awardee must be interested in meetin pa people of all persuasions and positions 
in South Africa and must be willing to address occasional meetings of Rowy and 
other interested groups. 


-The ‘scholarship: will ter the awardee's return air fare to Johannesburg, | 
| tion. and meals (in the student residences of the University of the 
nean, n arg, limited internal travel within South Africa, and 



















as soon as possible. 
























ccessful ap slicarit will normally be expected to take up the award in January Closing date: 18JULY, 1999. 
991. However; under. exceptional circumstances the commencement date can be 
rough forward ar retarded by. mieu months. 

: ae lication invited, indicating as as possible the type of research 
E | dr to the the Persone Departmen 10 St James's Square, London SW A 








August. 





| An Eq ual ' ppo 


| SWITZERLAND eog a ed 
THE BANK FOR INTERNATIONAL SETTLEMENTS | ES 


'an international institution. located i in Basle . . 
^ with approximately 380 members of staff from 20 countries 


has. a vacancy (three- -year contract). for a. 


.. RESEARCH ASSIST uu 


in. the Soraa of the Committee of Governors of the Central Banks « of o H 
the Member States of the European Community. T 


Candidates should hold a university degree in economics or statistics, Ofin ..| 
a ftelated discipline with some basic knowledge of economics and ` 
statistical concepts used in economics. They shou! d have some mainframe I. 
experience and should be familiar with personal computers in order to be “| | 
^ able to process statistical data using advanced computer languages and | 
statistical and econometrics packages. Some professional experience 

' with a central bank, international organisation or similar institution would 

be highly desirable. 


| Candidates should not ben more than 30 years ol age, Should be e of | 
a European Community member state, should have a good know! edge of 


| prepared to live i in Switzerl and. 
The Bank offers 
atmosphere, exc 
centre.. o 


attractive terms of employment in an. international | 
welfare. benefits and the facilities of its own sports 









e Candidates should ad their. ‘application, together with a recent 
i photograph and references to the Personnel Section, Bank for International 


he. 


ient tof Economics 
ECONOMICS OF TH 
RELATED INI 


Candidates with interests and qualificati 
ics, agricultural ' ‘economics or other areas of applied. micro- 
economics are invited to apply fór a KB URI 


Salary will be on the Lecturer A scale: £10, 458-5153 372i pá (under 
review ), with placement according to. ge 4 and experience. | 


" Further particulars available from the Personnel Office, 
| University of Exeter, Exeter EX4 4QJ, or by telephoning 
; Exeter 263100 (answerphone), quoting : ref 3799. 


It is expected to hold interviews. during the first week c* 


pc tunities s Employer 





English and, preferably, of one or two other: european 'onpuages! and De zn ea ut 


| send CV and particulars to: Pacific insti- 


Seu lements, 4002 Mas e Switzerl land, quote poets NO 90056. | a = tet tA 94908, USA ax «s 
























ions in industrial. econom- 
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| ENERGY INDUSTRY - 


r l A graduate, preferably with some inter- 


jonal experience, to join the small 
on HQ of an industry association 





$ . of major ajor international companies. The 


post offers an opportunity to develop a 
. knowledge of one of the largest sectors 
ido d industry. . 





sibilities include writing reports, 


Person and providing. administrative 
, Bap. Involvement with public rela- 
“tions matters and’ with ptemational 
institutions. 


me. Successful applicant, probably 
‘aged 23-25 years; will have word pro- 
-cessing skills. | 





E initial appointment for one year, subi^^* 
to a trial ponpa.. ; 


Salary £13,200. 


( Wrtten applications by July 7 marked 
ere: US 


` Public. Affairs - aries World Coal 
institute, 58-60 Kensington Church 
"Street, London W8 4DB. 



















ACIFIC INSTITUTE FOR 
JOIES IN DEVELOPMENT, - 
| VIRONMENT & SECURITY - | 


pl cations are irivited for two-year 
sition in International Security and _ 
nable Development; PhO and | 
ation with Asian, African or Latin | 
rican institution preferred. 












tute, 1681 Shattuck Avenue, Suite H, 





for! their Dublin office. Experienc or ETEN in one or r more e f a 
t advantage: Teinar TE: 


of the following sectors: would- 
velopment; energy e 


| «is expected that one appointmen 


ourism and leisure. - 


be submitted by 14 July to: 
|. .& A Mackay 
irish Economic Advisers _ 
4 Mount Street Crescent - 
(Belin 2. | 


: Focal | Point of Departmental Research: ternational portfolio | snánágement: | 


financial markets activities, evolution of capital markets and associated instru- 


ments, forecasting, international financial innovation and linkage. between abd: k 


economy and financial sector in Pacific Rim economies. 
Requirements for Appointment: Relevant academic qualifiéations’. anon a 


_ higher degree, and a distinguished record of research and publications. ru: xb 
~ of supervision of graduate students a definite advantage. | 


Salary and Conditions of Service: HK$29,945-HK$37, 170. per. month t by five 


increments: isum under me ail rate UK. | 
pai } 


is salary) for two. years. or.on superann uable term 


benefits. Excellent fringe benefits include housing, n ang amal schemes, | 


long leave and passages where applicable. 
Information ella i the Fh ssi and on mt | 


illbe madeatasenior | 
-Aevel and the other two at a junior level. One post might be - 
-suitable for a new graduate. Attractive salary packages will .. 

be negotiated, depending on qualifications « and experience. ° 


Applications, including detailed curriculum vitae, should i 


Businesss liem Goal: a part of the 


Economist Group, specialises i in providing ` 


. advice and guidance to international comp 


: doing business across borders. Our service 


delivered through subscription publication 
research reports, conferences, research and 


consultancy. In the latter two areas, we carr 
out one-off projects on a variety of | 


organisational, strategic and policy i issues a: 
well as continuing programmes of advice ot 


retainer basis. We have a number of vacancie 


at various levels on the client edd and. 


. research side. Hy 


Senior. Consultant/ 


Consultant | 


With 5-10 years’ ‘experience ina EES PA 


consultancy or the public affairs department of © 


a multinational companf, the successful 


candidate will be well versed in the corporate" 


responses to the European single market. 


He/she will be interested in corporate’ ‘Strategies .' 
and the. impact of the external environment on- 


operating conditions; able to think “outside the NT 


circle" in relating major developments toa _ 


: client's specific strategic needs and equally — ' 


capable of earrying through, e.g. a market. 


entry study. An ability to develop new business: 


| will be a major asset as will command of a 


second Eufopean language. Salary indicator - E 
£20-30K according to FApetienee T 


| Researcher 


With a a deine and some experience in market ` 


5 


-. i ho a ‘cordinating projects and writi ing 


Client research reports. The succéssful - 


candidate will have a good understanding of ' 


international business, ideally at least two: 
years’ experience in a research organisation or 


. corporate environment, sound analytical - 


abilities and. excellent writing skills. Good ` 
 Frenchand/or German would be particularly 


useful. Salary indicator £15-20K. 


^ Excellent benefits package, including profi 


€ scheme, 5 weeks’ holiday, private health 


.. insurance and contributory pension — : 


Business M 


. Please send a concise CV with details of . 
A current salary to Anne Dean, 
_ Group Personnel Director, 


Business International, 40 Duke Street, 
London WIA IDW T 


A member of the Economist Group 





re ete tiit RN 
























The | Money. | 


Both posts based West London. 


Applications are particularly welcome from members of Ethnic Mi oniy groups s 
who are, at present, under-represented i in News and Current airs. 


" AES DNA ROUES x 
NECS QN ANCE eee aS 


! - BBC News & Current Affairs 


Deputy Editor 
We require a new Deputy Editor for The Money Programme to succeed 
Alan Griffiths, who has been promoted to Editor, Business Programmes in 
Radio, 

You will assist the Editor in the day-to- Shay management of the 
programme and be expected to strengthen its position as the’ leading 


economics and business magazine on television. As the Deputy Editor, you ^^ 2 


will play a major role on the programme, which will include deputising for 


the Editor across the whole range of his duties, from editing editions of the | 


programme to commissioning stories and deploying journalists. 

You should be an experienced journalist, with first class judgement, and 
the ability to demonstrate an interest and understanding of economics and 
business issues. Experience of making programmes on video-tape, and the 
ability to produce occasionally in studio are essential. 

Salary according to qualifications and experience. . 

Contact us immediately for application form (quote ref. 7273/EC and 
enclose s.a.e.) BBC Corporate Recruitment Services, London W1A 1AA. 
Tel: 071-927 5799;  — 

. Application forms to be returned by July 6th. 


Freelance Reporter 


The Money Programme also requires a Freelance Reporter with a keen 
interest in domestic and international economic issues, and a commitment 
to making complicated stories accessible. 

You should have proven abilities in journalism, as well as a specialist 


knowledge. As a member of the BBC's Economics and Business Unit, you. 


will play a key role in the programme's economics coverage, as well as 
contributing to its broader remit in business and finance. Experience of 
broadcasting, while an advantage, is not essential. 

Fee according to qualifications and experience. 


Please send your CV (quote ref. 7274/EC) to Vin Harrop, Programme 


` Planning, Room A310, BBC Centre House, London W12 7RJ, to arrive by 
July 6th. 


| WEARE —— oP. 




































The Department of 

.. Economics at the 

University of Zurich 
| Switzerland 


me a position available for a 


Full 






















The holder of the appointment will 
be required to contribute to teach- 


| ing on all levels of academic educa- 
tion and will be responsible fo 


care and control of studies. 


The research activities of the canai- 
date and the lectures for graduate 
and PhD studies should concentrate 
on the field of financial economics, 
aligned with the issue of national 


. and international markets. In addi- 
tion, the candidate should have ade- 


quate practical experience or a 
strong background in practice. 


: Applicants should have completed a 


doctoral dissertation and have pub- 


dished in outstanding journals. Will- 


ingness to attain fluency in German 
is essential. 


The new professor will be engaged 
with the Institute for Empirical Eco- 
nomic Reseatch, which owns an 
extensive data bank and programme 
library, diverse personal computers 
and communications links to the 
computing centre of the university. 


Applications must be sent before 
the end of August 1990 to De- 


senschaftlichen Fakultat der Un- 








‘UNIVERSITY OF READING 


































consultancy and research training within Europe's leading academic centre for the 
E. of the Property market. The i r oje ) ea hasa ane trava 











E. | CARDIFF BUSINESS © 
Department of Land Management and Development ->s SCHOOL ^ 
ENHANCED POSTGRADUATE STUDENTSHIP IN ‘ENTREPRENEURSHIP MSc ECON INTERNATIONAL | 
AND THE GROWTH OF NEW PROPERTY DEVELOPMENT COMPANIES‘ ECONOMICS AND BANKING — 
Applications are invited fro ividuals holding | or expecting to obtain a first or : GERRARD. AND NATIONAL | 
honou E: B Studies, Land E A 
urban eographyorAcbuntaloy o ee STUDENTSHIPS 1990/91 m a | 
e int wi dv dis ne e entrepreneuria Ni 
lopm Th (he MSc Econ «ones ear " ht course mening aa Sapo h 
- ; ; wderušed source ép pola lay i ° offers advanced training i in money, finance and trade with a 
The enhanced qe (£6000pa) offered reflects the Department's desire to recruit international emphasis.” 
an individual of high calibre. There will be excellent opportunities for teaching, 


Ming and es 








































In 1990/91 Cardiff apes r 






$ aasa O aer ESk E 


School, University ol Wales Glog o of Cardi 
Building Colum Drive, Carditt CFT SEU. 




























UNIVERSITY OF | 
.. CAMBRIDGE .— 
did Y OF ECONOMICS 
AND POLITICS | 
Development. Economics. A tem- 
[Ede En 
( Further details from the 


Committee ,19 Silver Street, Cam- | 
1 bridge CB3 9EP, to whom applica- f 
| tions including a curriculum vitae f 

and the names of two referees | 
should be sent so as to arrive not 

tater than 4 July 1990. 

-The ebd Toros an equal 


~~ BRUSSELS 
INDUSTRIAL 
ECONOMIST 


12 months renewable contract 
, £50,000+ pa — 
Telephone: Tony Rogers on 

. 0892 544757. 
Fax your CV on 0892 547273 











.. 8St John's Road 
Tunbridge Wells TN4 9NP 





| An international rural development a agency, design- | f 
ing, funding and managing integrated programmes |f 
in Asia, Africa and Latin AmericA: has: two new | : 


posts: 


DIRECTOR—PAKISTAN 


To take responsibility for setting up a new count 
programme (probably in NWFP) in consultation with 
the appropriate government authorities. You would 
be required to carry out survey and feasibility study | 
. Work, implement programme and project plans, set 
| up and supervise financial and administrative sys- 
| tems, and establish monitoring and evaluation sys- 


tems recruiting and developing. national staff as | : 
| Soptoprtare. You will report through the Programme |f 


anager to the Asia Director in London. 


The ideal candidate will have successfully managed 
a.similar programme-in South Asia and will need. 
leadership, 
Tion and levelopment Skills and experience. 


_yo to three year contract extendable to five. Likely | 
ise Islamabad. Minimum salary. £16,500 plus | 


3 usual expatriate benefits. 


- PROGRAMME MANAGER 


















Ne are seeking a mature person, probably over 40, 


rking in London. 
m salary £22,000 negotiable. 


: pris apply with full CV to Janet MEN | 


| Director of Personnel, ActionAid, Tapstone 


| Road, Chard, Somerset TA20 2AB, by 16 July. 


L : 1990. Interviews in n: 





James Duncan & Associates 





negotiating, management, communica- | 





in North London and reporting to the Asia | 
Director, you will be responsible for the supervision, | 
| development and monitoring of ActionAid's pro- 
| grammes in Nepal (existing and new projects), a | 
| new country programme in Pakistan and for the | 
| appraisal of possible new countries in S and W Asia. | 


| with senior management and development experi- | 


ence in the region, preferably in NGOs. You should | 
pes -prepared to make a longterm commitment to 7} 


eee 








The most renowned school Tor. rrenen 1| 


INSTITUT DE FRANCA 


Daily 8.30-17.00 with 2 meals. 
For adults. 8 levels ; Beginners I ta Advanced n 2 
; an INTENSIVE "COMPLETE IMMERSION" para on the Riviera 2 i 


-. Next 4-week course starts 2 Ju. mim oo 
06230 Villefranche/Mer- ee Tc1930188 Tix 970909. Fax9376921 : 





IMPOSSIBLE TO SPEAK ENGLISH! 


Yes, learn the language of your choice in the 

country of your choice in your private 

teachers home... 

HOME LANGUAGE INTERNATIONAL — 

Reservations Office, 3 High Street, St. Lawrence, 
Ramsgate, U.K. Tel: (0) 843 851116. 








cassette courses ~ most janes for the WS. 
State Dept. - we offer foreign language mystery 
dramas, dialogues recorded in Paris, games, 
al ae and many other helpful materials. And if 
you want to igarn.a new language, we have 
ning courses tor adults and for children. 
We offer yip and advanced materials 
[ in most of the world's languages; French; Ger- 





N?1 in Educational Soffware : 
FRENCH STUDY AND TRAINING 
COMPUTER PROGRAMS 
Games for learning French using 
the XY 23 VOCAL CARD 
from Beginner to. Advanced levels 
individuals and Companies ' 











| BU LANGUAGE BOURGE 
_ Suite N1, 31 Kensington Church Street, 
. London W8 4LL 


EL 
B. 180 24490 LA ROCHE CHALAIS 
LDS83914428 Fen: 53814800 — 



















and FRENCH, DUTCH or SPANISH 66 1 
| if the ARDENNES 


13 The advantages of the «CERAN 66» ae 
with residential courses : : : 


i. . Intensive study (Minimum 38 lessons per week). 


-H . Plus the constant practice of what you have learnt, every day. | 
from 8 a.m. to 10.p.m., with teachers constantly present at meal- 
times, breaks and in the evenings. 


T A total of 66 hours per week of full immersion in the language. 


 Ceran is a top class school for leaders in business anagem. E 
and government. Our client since 1975 include Alcatel, AT & T; 
Canon, Deutsche Bank, Dow Corning, European Parliament, Ger- 
man Foreign Office, Honeywell, Lufthansa, McKinsey, Mercede 
Benz, NATO, Philips, SHAPE, Siemens, Toyota, Winterthur, ett 


We also run holiday courses in French for young people (13-4 8). 


CERAN 66 
Language courses for motivated people. 





CERAN LANGUES PROVENCE CERAN ARDENNES 
-> "BP. 27280 280, avenue du Château - 8-4880 SPA 
F-30130 PONT-SAINT.-ESPRIT | | HB! | BELGIUM - Tel. (+39871877164 


FRANCE - Tel. (+33)-66 90 33 66 | 
Fax (433) 66.90 33 609 \CERA 


in U.S.A. : Languagency - Tel. (209) 287-1699 - Fax (203) 249-5928 


1 Fax (+ 32)87/77 36 29 
// Telex 49650 céran b 















H The intensive way and in real 
| immersion. This means living in 
| Stai . | one of the most picturesque re 
. PhD). Time: often less thanayear. Costisiow. | | gions of France and really becom- 
Our president, Or John Bear, is widely recog- | ~~] ing fluent. Also vacation and 
E nised as America's leading expert onextemal 1 | learning plan. Cultural pro- 
idt Mosis telephone orfaxforour | | gramme in. Paris. Winter pro- 
A atalog | | gramme ón the French Riviera: 
| State age, goal level and time 
|] available. US transfer credits. 


| | The French and American Stud 
| Center, BP 176, Lisieux 141 
| | Cedex, France. „Tel: 31 31 22 01. 
| | Fax: 3431 22 21. 







BY HOME STUDY 


i America’ s oldest university offering extertal a 
Master's, PhDs. Guided independent studyto | 

^"fill in gaps” between what you know and our — 
 Stahdards forthe degree (Bachelor's, Master's, | 













































E 18 Kam Avenue, He, Hi 96728 USA 
^ 808315-9035 Toll-free US-Canado 800-987-4496. 
i "i M 800-369-7469 


New Product Development and Market 
Penetration: The German Approach 






Pom 1147. 1990. 7e 
Frankfurt and xar. ( y erm ad nu 7 

















The coat: ee! l | 

Knowledge is power! To compete effective yin Rd markets, ER 
. "you must develop an intuitive understanding of who your -$ 
< "competitors are, how they choose to compete, how they ^ | 
excel; and which soft spots could be exploited: | to your 

firm's advantage. | 


4; The Plogram 7 & o? 65 | 
-" The seminar examines the product devel pment arid market EU 
penetration strategies of Germany's best CORPS es fe 

_ Particular attention will be paid to: 


m automation and robotics. in. product sad 
æ productivity and quality frameworks 
m Strategic trade-offs | 
.w 1992 and the open door to the east 
m production/marketing linkages 
w managing the ecological impact of business - 


“Most of the time will be spent in company visits and in- 
depth conversations with id ebrmpany decision makers ine. E 
cáse Studies). | 































Who | Should: Attend | : 

. . The Seminar is intended for new entrants on the european 
oF Scene, potential. Suppliers, distributors, partners, and 
D competitors. = 






For further information, contact: ` 
Dr Nanty A: Meyer |. ^ 
' Director of Executive Education 


. UNC Business School, CB# 3445 a 
= "KenanCenter —. o is U N C 
^. Chapel Hill, NC 27599-3445. BENE. Business School 
. Telephone (919) 962- 3120, | BEEN ATCHADPEI 
^ PAX ie: 9624687 — 














&. 


pi D M F | [] os HOME STUDY COURSE in economics. 
LU. 68 EBD. D. | A 10-lesson study that will throw light . 
«" de E on today's baffling problems. Tuition 
free— small charge for materials. Write 
Henry George institute, 121 E. 30th 
your doctorate in vadministgation/ Street, New York, NY 10016, USA. 
Management, Educa ition, Health or 
Human 


L Build upon yout piod experience 














BACHELOR STER, DOCTORATE 
EARN A TOR, M Use you your past experience as 
credit toward your degree. No classes, seminars 
or On-Campus attendance. Studies build upon 
yow experiens: Self-paced * Send Resume 

S . Fer No Cost Evaluation 
- (505) 889-2711 
Louisiana N.E, 







AT THE SCHOOL OF SLAVONIC AND 
EAST EUROPEAN STUDIES, 
UNIVERSITY OF LONDON 


|. Study full-time (one year) or part-time (two years) for this new, 


. coherent programme leading to a marketable postgraduate quali- 
fication. Disciplines include: Soviet and East European politics, 


|. Soviet and East European. economics, » East European political 
institutions, Soviet foreign: policy. - Po. 


|: We offer DAMM classes in Russian nd the other East Europei 
languages. 


: Applicants should have a good honours dene in a relevant 
discipline. 


Further details. available c" The Registrar, School of Slavonic 


| and East European Studies, University of London, Senate House, 
8 Malet Street, London WCIE 7HU. Tel: 07 1-637 4934, ext 4040. 

















am nortan — | 


Study for a Corésr in Hotel 
Management 


The School of Hotel Management of Schiller 
International University offers programs leading to _ 
qualifications from Certificate/Diploma to Bachelor 
., nd Master degrees. Students may spend their first - 
= oné or two years at our hotel schools in Engelberg ` 
. (Switzerland) or Strasbourg (France) where they | 
d ^ receive intensive training and practical experience. 
. in hotel/restaurant operations to Certificate or 
Diploma level. They then have the choice of 
immediate employment or continuing their studies 
. at our London center to obtain the Bachelor's | 
degrée. A further one-year program in London: - 
leads to the MIM degree or — ~ at our Paris center — 
to the MBA, 


* Language of instruction at alic centers < 
' English. By Mame e 
* Transfer credits aw wa 
















































| | SCHILLER INTERNATIONAL ÜNIVERSITY || 
School of Hotel Management | 















(Dept E2H) -51-55 Waterloo Road: London SETSTX " 
Tei (01) 928 8484- Fax: (01) 620 1226 Telex: 812438 SCOL | j a 















MBA PROGRAM supervised by Faculty - 


based in England and the United States. 
Details of this and other prégrams: The 
Research Bureau, Poydras Center, 
Suite 2304, 650 Poydras Street, New 
Orleans, LA 70130, USA. 













( UNIVERSITY home study 


ce. No classes to attend. 
| /details, write: Fairfax 
, Dept EC, 2900 Energy 


Centre, New Orleans, LA 70163 USA. - 


EXECUTIVE HOTEL 
57 PONT STREET — — 
KNIGHTSBRIDGE — . 

LONDON SW1X 0BD = 
Tel: 071-581 2424 
ex: 944 3498 EXECUTG 


=> Single bedroom £54.95 + VAT 
* Double or Twin £79.95 + VAT. 


em acy and exceptional 
value in one of | the world's most 
neighbourhoods. 

din breakfast 


J ALINBAR EXCLUSIVE HOTEL 


ANN -o EMENTS ENTE B | 


HAMILTON MGLE 
ASSOCIATES 


Introducing the key 
. concept for Executive 
Resourcing in the 1990s: 


| “SELECTIVITY”. 
Tel: 071491 8038 


071 235 6125 


Ln 


"THE COMMERCIAL BANK 
OF THE NEAR EAST PLC 
107112, Leadenhall Street, London EC3A 4AE 
announce that with effect from™ 
20th June, 1990- 
.our name will change to 


The above address, the addresses of the branches, 
telephone, facsimile and telex numbers will all- remain” 
i anger. Our sérvices will be at the full dispos 
| customers, as always. | 


E THE ACTION GUID DE ETO GOVERNMENT AUCTIONS 
"M wwe xinavom0800-89-1570 ut ATES 5 ee 
FRANCE 1905-90-2529.. GERMANY 
SWITZERLAND 046-055715 CANADA 1-800 58.5060 
NETHERLANDS Q AUSTRALIA 014-800-105 854. 
. BELGIUM 0141 JAPAN 0031-11-1457 
E: B ; 93 .. SWEDEN cn | 07106 "d 
TW F ITALY o 
OMMERCIAL Aa K | | E BRAZIL AT ISRAEL 00-177-926-7886 ` 
OF LONDON PIC - CHILE Mexico 95-800-248-0299 
x DENMARK 1270 PHILIPINES 80011-9024 
FINLAND 9800-10048. SINGAPORE - 800-1553 
GUATAMALA 099-0050 rnananp 001-800-1-926-6686 — 
MASTERCARD —VISA AMERICAN EXPRESS — DINER'S CLUB 


ograms. . Entry at any time. - 
credit given for prior fearn- © 





j ‘The exclusive PASSPORT REPORT is | 
| the most up-to-date guide on obtaining: 





| infrastructure including export i . | 0% 30 different Government agencies want you to come to their auctions.or- 
n abattoir, Moo fact y, retail ; 


| 5417, 'or Telex 24135 SIAPCO. 











IMMIGRATION 
TO CANADA 


To immigrant investors and their advi- 
sors we offer bank or mortgage guar- 


COMING TO 





anteed investments and professionally 
managed, government approved im |]. . 






- Luxury serviced offices: on. [S 












vestment syndicates (for 150R/uniQ. . ; 
| Confidential service is assured. 4 flexible lets. i 
Kingsworld Capital Inc, 1255 Universi- | Call 071-976 1144 | 
5t 41600, Mti, Canada HIB 3X3. Tel: p, > de94 
WETA DA. 14) 8720324, fax: (514) 8740323. Fax: 071-976 1871 





Telephone: 071 387 8022. Fax: 071 280 0280. 
DINERS e ni cca VISA, AMERICAN - 


“This price charge tor rovision ot 
timings "subest iov ed. T 


“WOW TO LEGALLY OBTAIN A 
ECOND FOREIGN PASSPORT 


| PASSPORT OFFERS 
MORE FREEDOM, GREATER R SECURI- 
INVESTMENT ITIES 


AND CAN HELP TOSAVE TAXES 
















| PROFIT FROM U.S. GO ERNMENT DRUG SEIZURES 
| H” would you like.a new house or car, courtesy of the United States Goven- M 
ment? Government officials are seizing automobiles, boats, computers, homes ' . 
. and other real estate from drug traffickers. — —— 
Then, the U.S. Government reselis their merchandise and property at public and 
| sealed bid auctions. in some cases the U. S. Government is selling things at prices 
~ S0 low, you'd think they were an giving things away. 


| FIRST TIME EVER: 
-THE COMPLETE GOVERNMENT AUCTION PACKAGE - 


Au T x 


TM and wei established | 
ranching operation comprising. 
25,000 acres bordering.on the - 
capital. Lusaka with extensive 


purchase their real estate, many at incredibly low prices. 
Enroll now in this special program and take advantage of fantastic bargains in 
Military Surplus, Real Estate, Electronic Components, Scrap Metals, Airplanes, 
Computers, Luxury Automobiles, Yachts, and over ten thousand different types E 
of merchandise. Excellent export: opportunities. Many auctions held throughout E 
Europe and the Far East. — sd 
Find out IN ae about US. Government Auction. 


















COPYRIGHT eR REX PUBLISHING oO ALL RIGHTS RESERVED. 





CONVENTION COMPLEX 
250 acres. 100,000 sq. ft. 
facility. Resort region. 
Mn Abr at homes. 


— Py Halo & Assoc.; 201 
S. Lake St. , CÀ 
91101 U.S.A; "Fax: 818/440-1795 


| Sarah Hodge Recruitment Consultants 
v Need a Top Secretary? | 


Call (071) 434-0030 | 
AIIAN Oxford 3 London WIR LAH.. 


one KONG 
TRADE INFORMATION - 


independent consultant seeks to match manu- 
facturers of quality watches, garments, house- 
wares, toys and electronics with buyers world- 
wide. For listings and full report, send £45 
| ($75) to LX Avenus, Provi- 


v. s$. VISA MATTERS 
38 sa requirements for companies, 
nerships and individuals doing 
i ling to do busi- 


ae in London. Practice 
ratic anand nationa lity law. 


- CONDO ON n 
Quay tps nd agate o offer best value for 


great Savings com- 
pared. to ues Fully snap fivate bathroom. 
é, central 


ting, elevator. 


* ironing centre/trouser press 
A ‘cently iat n i daa area. 


* Room sale 


Er Sw3 PW 2l 
Tel: Um. Fax: 071-2253447 | , 


- You are aware of the impending EEC and UK Envi- | 
. ronmental Legislation. It is enforceable Nationally 
. and Internationally. 


E All Companies face: 


Regulatory and Statutory E sure. 
Commercial and Financial Penalties. 


iat te rises arewell protected through | 
| egal Dépattiüenu. n 


ARE YOU? 


| 1 h e"Dutyol of Care" regulation vendam every company | 
ie subject toL gislation.- | * 


E Coinmodote Advi $0 ry Services standard First Phase | 
|| Environmental Audits or Ongoing amici: for . | 
lI smaller c companies. 


| E For r further information pleas 
. company letterhead to: 





E? your business card or 








IH [Fx 071-373 9693 


SENARIA ENGINEERING - 


Phone: **-49-30-451 05 64 
Fax: **-49-30-453 32 82 
proposes 


PROMOTION IN POLAND 
—Technico-commercial relations 
o lida of all kind 


INSURANCE COMPANY 
WANTED 


US based marketing organisation 
| currently operating in 17 countries in 
| Latin America 
| European 


ealth and accident products. Cur- 
rency is not à problem but we prefer 


dollars or Swiss francs denomina- | 


tion. Competitive schedule of com- 
missions and exclusivity or protective 


.] areasis a must. If interested, contact: 


Mr Raymond W. Thomas, Execu- 
tive Vice President, Box 562114, 


| Kendall, Florida 33256, USA. 


| WITH. ALL THE COMFORTS 


JOF YOUR E peisrios 
a a 
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FOR AN EXPLANATORY DISCUSSION 
AND BROCHURE, CALL COLIN 


REGISTRATION AGENTS LTD: 
COMPANIES HOUSE, TOWER . 
STREET, RAMSEY, ISLE OF MAN - i 





relation with.o | 
Corrier. Competilive | 
Fons are needed including life, 


TEL. 071-895 M" | 







: į Tet: :(203)226-1223. Fax: (203)454-7990 


Io. B. V. ISLANDS £525 
| € GIBRALTAR £375 
|] @ GUERNSEY £595 
€ HONGKONG  : . $495 |] 
€ IRELAND NON-RES £395 
€ ISLE OF MAN £350 | 
| € JERSEY £550 
€ LIBERIA £525 f 
€ PANAMA £525 1 
| FULL NOMINEE, MANAGEMENT, 
ACCOUNTING AND ADMIN 
SERVICES AVAILABLE 


FORSTER, OVERSEAS COMPANY f 





À BUSINESS DATA SOURCE. You nee 


it—we find. it. Quick and inexpensive 
Tel: USA 815-264-6161. 





CHARTERED ACCOUNTANT wishe 
to buy practice or partnership. Tel: 071 


. 286 7000. Fax: 071-437 0103. 
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Special reports. Any country. INI, 2 
Kleomenu Athens NOS Greece. Fa 
7219080. ] 





THE GLOBAL. PORTFOLIO. The news 
letter of international Investing. Fre 
issue. Mercer, 80 Fifth Avenue, NY, N' 
10011. 
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top-paying positions. All occupations 
Free details. Overseas Employmer 


‘Services, Dept EC, PO Box 460, Tow: 


of Mt noya; auguea, Cana^^ H3l 
3C7. | 





ENCYCLOPEDIA — Henley's Formu 


. las. 808 pages plus product buyers ani 


4 ppd. C/o Airbooks, PO Bo: 





2 248, Manchester, MA 01944, USA. 





"T THE EDWARDIAN SPLENDOUEF 


‘of a fully restored 110ft classic moto 
yacht available for charter in the Medi 


 terranean. 12 guests + five crew. Te 


(UK) 0473 254630 for brochure, o 
write Box No 3700, The Economis 
Newspaper Ltd, 25 St James's Stree’ 
London SW1A 1HG. 


US TAXATION 


US Expatriates 
Resident/Non Resident Aliens 
Sonya Morrison Clark 
Certified Public Accountant 
125 Main St, Westport, CT 06880 
Tei: (203) 222-9670 
Fax: (203) 454-7890 


US IMMIGRATI 


| Licensed attomey. 
| Practice limited to US immigration jaw. 


... Judith B. Sporn, A at Law 
- 28 Mein Se Wi 



























"AUTHORS WANTED 
BY NY PUBLISHER 


Leading subsidy book publisher seeks 
manuscripts of all types, fiction, non- 
fiction; poetry, juvenile, scholarly and 
1 religious: “works, etc. New authors wel- 
" earned. Send for free booklet. 


e Press, 516 W, 34th 
. Sireet, New ork NY 10001 USA 
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OUTPUT, DEMAND AND JOBS Led by exports, Japan's GNP surged at an annual rate of 10.4% in 


-Ganada — — 42. — 11 w +20 424m è +17  — 1.7 w 76 my 77 


“o ne 


 via's convertible-currency current-account 





gross social product (its version of cop) has - 


the first quarter; the year-on-year rise was 5.496. Japan's industrial production fell during April, 
however, leaving it 3.196 up on a year ago. America's industrial production rose by a modest 1.396 
in the 12 months to May, while Britain's edged up by just 0.596 in the year to April. During the same 
period Holland's industrial output fell by 2.996 and Sweden's by 3.3%. -Britain's jobless rate | rose to 
5.796 in May, the first increase since July 1986. 


% clam a onm rata 
industrial production GNP/GDP : retail sales [volume] unemployment % rate rate 
— 555...  Smihst — dyes — 3mthst 1year 3 mthst 1 year , “latest year ago year ago 
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Holland —296 ~29 ix +01 439 « +47 + 52 fet $2 ae 6? . 
. ftaly — 6&1 +27 w +18 +28% +79  - 39 um; © 109 — 108 
Japan ^35 +31 a +104 +540 + 91 +87 te 023 ap 2.3 
Spain +99 +46 ww na na — F174 + 4,1 onn 155 my — 177 
Sweden |— — 50  — 33 ap na + 0.7 w 11.3 — 29 Jan | 13 ww 11 
Switzerland —19.1 +09 m +19 +29 0 +122 +06 wrt O06 a*t 06. 
j PRE o = 27 +05 ax +17. +15 0 + 21 + 4,1: May 5.7 May 6.5 
aoe E 39° +13 wj +21 +22 a1 — 10 +05 a | 5S may 5.2 


PRICES AND WAGES In the year to May consumer-price inflation aed to 4. 496 in d d F 


to 4.596 in Canada. During the same period Britain's inflation rate climbed to 9.796: of the countries 
in the table only Sweden's inflation rate, at 10.296, is higher. Wholesale-price inflation slowed to 
3.1% in America and to 1.7% in Japan in the year to May. British workers saw their earnings 
increase by 9.596 in the year to April, eque to a réal rise hi ane a 1%. 





% change at annual rate -— 
consumer prices* Mibul de wages/earningst 
3mthst — year Smthst iye — — GOmihst iyer — 
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_ France +37 +30 ww — 18 — 16 o + 46 + 44 at 





Holland +37 +22 wy — 08 -13w 51 +27 











Sweden 3182 +102 my —— 53 OB 71 FIA w^ 
Switzerland + 42 + 51 My * 94 + 1.0 wy 4157 - 36 ott 
UK | +168 + 9.7 May — + 8.1 + 6.2 May +107 + 95 tw 
nea +57 + 4.4 my -17 + 31 may o2 +4 + 4A my 
nly wage rates in turing except Australia, weekly earnings; Japan, i uM ee sitis Pul Campa Dover at SK NM 
| ings; UK, monthly earnings for al e AI O 


© YUGOSLAVIA While OECD GROS | 
boomed during the late 1980s, Yugoslavia's 


fallen or stagnated for the past three years. 
Despite weak demand and rising unemploy- 
ment, inflation has soared, to a. peak of 
2,700% at the end of last year. The only 
bright spot was a big increase in Yugosla- 


surplus. The government launched a tough 
anti-inflation package last December, which 
introduced a new convertible dinar pegged 
to the D-mark, wage and price controls, and 
tight monetary and fiscal policies. The 
monthly inflation rate has since fallen from 
60% to 4%. But the OECD, in its latest report 
on Yugoslavia, warns that continued success 
will depend on whether the government 
sticks to its monetary and fiscal restraint. - 
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already been disrupted by the Brazilian 


thanks to a fall in world prices to under $6 a 


-All items 128.3 — 1267  — 41 — 87 
food —— 101.5 — 985  — 72 -123 


| Alitems — 965 944  — 58 —178 
“Food — | 764 734  — 88 -—210 


 Alitem 904 | 976 — 40 —138 
Food | 786 — 759 — 71  -—172 


$peroz 35600 34775 — 72 ~ 50 





Footnotes applicable to all tables. Ai figures seasonally adjusted excepi ~ not seas. adj. TAverige of lateat 3 months cbripared with avg. of provipus 3 mos, at anual cate meque rnit 














































ND FINANCIAL INDICATORS —- 


| COMMODITY PRICE INDEX 
| America's Department of 
| Agriculture expects world 
soyabean output to be 106m tonnes this 
season, 1196 up on 1988-89. America's crop 
will be 25% higher at 52m tonnes. But 
Brazil's 1989-90 crop, already harvested, is — 
1796 down on last year. Brazilian farmers - 
have been slow to sell their crop—only a 
third has been marketed so far. Sales had 


government's. anti-inflationary measures last: . 
March. Now sales have slowed further, 


bushel. Delayed soya exports have so far 
cost Brazil $130m this year. Brazilian farm- - 
ers claim. that at current. prices and eX. 
change rates they cannot cover their costs. 


| Junt?  Junt9t one v one 


All 4154.7 21 ~ 63 
Natt 1404 1401  — 21 + 24 
Metals ^ 165.1 1650 | — 21 —10.9 


All 116.6 1152 — 37  —157 
Nati — 1057 . __104.4 — 38 ~ 78 
Metais — 124.3. 122.9 — 37  —198 


All 1200 | 1192 — 20 -116 
Nfa tt 108.8 1079  —20 -— 33 
Metals 127.9 1271 — — 20 -—159 
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the 19805, fi nancial assets are the thing to 






during the past decade. Over the past 20 
years, however, collectibles have been an 










year paintings have been the best bet: their 







* | 44.596. During the year gold could only 






| by 2.9%. 















When times are ebat Dui boot vd ike 


own: shares were the best-performing. asset - 


even better bet, Old American coins have 
risen in value by an average of 17.3% a year 
` during the past 20 years; Chinese ceramics | 
by 14.4%. That compares. with 12.7% a | 
year for shares and just 5.4% for silver— | 
less than America's 6.296 average annual - 
inflation rate during the period. Over the past 


value (helped along by record prices such as- 
the $82.5m paid for a Van Gogh) soared by . 


struggle up by 0.596, while silver's value fell. 





























W. Germany + 42 








EMI except UK MO: MS exe Belgian, ord and Sende Japan M2 plus CDs, Spain 5 ie qid aseets, UR 
available on reques Banco Bilbao Vizca e Manhattan, 
* Handelsbanken, Westpac Banking Corp, CSFB, 


; ^ WORLD BOURSES Wal Street hit an all-time high « on June 15th, then ba its nerve and pe the 
| week 1.4% down. Only three markets rose this week: Milan and Hongkong, which both reached new 
. 1990 highs, and Frankfurt, which crept up by 0.2%. The world index fell by 1.096. 











Stock price indices e E | .  .. % Change on 
"E | Jun 19 EC “one EM I Tm Jee. P 
| wee! a n n 
pcs | i ENS Lab n il currency terms 
| Australia 1489.4 17187 ^ — 14345 —01 ^ — 24  -350  —91  — — 98 
 Belgum - 6279.4"  — 65994. 55682 -07 + 24  —1J. - 90 +05 
Canada — 3528.1 40005 33342  — 22  — 58 2 . cb 7122 
France ` o. 58944. 564.6 482. 9 — 12 4424. n 51. B — 3.5 — 06 
W.Germany 2224.3 2414.0. | 21515 +02 + 21.0 —78 +16 + 29 

















| money grant eased to 17.196, the slowest on that measure for two years. — 
Interest rates % p.a. (Tuesday, exept onde wbich are previous Fie) 


. Money supply} _ 
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“tending 3 months € i 


"1875 1507 1360 . 1487 





5 "S oe IUE. | oe mane Commercial banks 


Narrow Broad Overnight and 
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Holland —  . 1972 206.3 1042. . — 04 + 07 — 63 = 28 =i 
Hongkong ^ 32290 3229.0 2738.2 * 08 . +384  —183 +138 141 
italy ——. —— 758. 163.5 — 6467 + 18. Les -+4104 414.2 
Spain. ` 283.0 302.9 248.2 —12  - 89  -140 .5—47  -10 
Sweden . 12683 THIS 00. 11272 — 06 + 53. —76 * 0.5 *27 — 
Switzerland — 8124 825.1 737.6. — 0.5 + 95 — 20 + 68 +170 — 


| MONEY AND IN TEREST f RATES. Japan: s d money supply grew by 13. 2% i in the year to May. 
the sixth consecutive month of double-digit i increases. During the same period Britain's. broad- , 
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+55  -* 94m 900. 960 1325 935 1002 10.08 
Canada  — 30 : +10.2 my .13.50 1370. 1475 1370 10.68 11.40 
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9.63 10.04 
13.38 12.75 
9.94 10.01 
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8.25 
11.13 
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Japan |. — 06 +13.2 my 722 6.86 713 363 > 707 6.99 735 6.84 
| Spain. +234 +87 my 1461 14.97 1625 725 1285 13.60 14.38 13.74 
Sweden. na + 92 1200 1270 14.00 | 12.60 -. 1319 14.38 12.98 13.94 
“Switzerland — 8:4 + 3.1 ma 9.00 9.00  . 1088 850 627 6.84 8.88 6.82 
UK +69 +17.1 my 1491 1491 1600 14.72: 1143 12.91 1491 12.52 
‘USA +32 +26 aw 819 8.14 1000 824 8.43 9.94 825 9.10 


| Other key rates in London 3-mth Treasury Bils 14.4%, 7-day Interbank 14.8%, clearing banks’ 7-day notice 4.0%. Eurodollar 
' rates (Libor): 3 mths 8.296, 6 mths 8.3% 
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TRADE, EXCHANGE RATES AND RESERVES A sharp drop i in imports : cut America’ 's ‘Visible-trade deficit to $6. 9 billion in April, the second lowest 
monthly shortfall since 1983. America's trade deficit with Japan widened to $4.0 billion, however, West Germany's current-account surplus fell to $3.4 


billion in April, down from $5.9 billi ion in March. In trade-weighted terms the dollar fell 0.7% during the week; the yen lost 0. 296. OO 
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For success in the 
New Europe, quality 
is the decisive factor, 


Bavaria, Germany's 
fastest-growing state, 
is a powerhouse of 
quality - in industry, 
technology, education, - 
communications, and 
natural energy. 
investors who share 
this commitment 

to quality will prosper 





and feel at home in Bavarian Ministry 
Bavaria. tor Economic Affairs 

and Transport 
For information on Prinzregentenstrasse 28, 
Bavaria's vast potential D-8000 Munich 22, 
for investors, just : Tel. (89) 21 62-2642, 


contact: Dr. Georg Orlitsch 








Another two of our highly-qualified 
technical officers. 
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We at Lufthansa take your in all classes, naturally. With 
well-being just as seriously a choice of 2 dishes in our 
as the servicing of our air- Economy Class, with light 
craft. A team of employees meals for business travellers 
works around the clock to and haute cuisine for gour- 
spoil you, no matter what mets in our First Class. And 
Lufthansa class you fly. On if you think we overdo things 
long-distance flights, for when it comes to bread rolls, 


example, with local cuisine don’t worry: it's just that 

and just about every conceiv- we're typically German and 
able diet prescribed by your thorough. Typically Lufthansa. 
ohysician or your religion: Bon appetit. 


ANN- ERICKSON 
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From 1 July, we won't have a Business Class anymore. Instead, we'll have Raffles Class. Where you'll enjoy the likes of Taittinger Brut champagne 





We 
Singapore Airlines introduces Raffles * Class. 
(It’s more than just Business as usual.) 


LIA ! "MI, 
glasses specially commissioned from Schott Zwiesel. In an ambience that says it's more thafijist business'as usual E SINGAPORE AIRLINES $, 
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400,000 spectators. 


800 matches. 7651 new balls. 
And one timekeeper. 





best possible conditions, producing the 
finest tennis. 

Preparations for next years fort- 
night will have begun before this year's 
finals have been played. 

Detailed planning is obviously of 
paramount importance. More than a 
century of experience ensures that, even 
in years when there are interruptions 
from the weather, everything is done to 
complete The Championships on time. 
And in style. 

The Rolex Watch Company of 
Geneva plays a major role at Wimble- 
don. As the official timekeeper. 

On court, Rolex clocks inform spec- 
tators of both the time and the duration 
of the match. 

Not only spectators rely on Role: 
lor perfect timing. Many of the world’s 
top players choose to wear a Role 
Oyster. 

Its tough, rugged construction p 
vides more than adequate protecti 
for its exact mechanism against tl 
power and speed of the modern game. 

Both on and off the courts, Rolex 









The very first Wimbledon tournament of 1877 always has been, and always will be, part of the 
was rather different in size and spectacle from the most famous tennis tournament in the world. 
event we know today. In fact, Wimbledon wouldnt be Wimbledon 

The final of the Mens singles (the only event) without Rolex. 


attracted just 200 spectators, who each paid a 
shilling to watch the proceedings. The total profit 
from the entire Championship was £ 10. 

Nowadays, around 400,000 people pour into 
the grounds to watch the 443 matches in the five 
main Championship events, plus 357 other con- 
tests spread over the 18 courts. 

The All England Club employs upwards of 
6,000 people for ancillary duties during the fort- 
night, to supplement the 64 permanent staff. 

All the players have to be looked after. TV 
cameras and commentators must be installed. 

There are people to deal with catering, pro- 
grammes, transport, and of course, the ever- 
growing demand for tickets. . 

The end product - the public W 
face of Wimbledon - is the pre- ROLEX 





sentation of the best players, in the of Geneva 
P THE ROLEX LADY-DATEJUST CHRONOMETER WITH A DIAMOND-SET DIAL, 
AND THE ROLEX DATEJUST CHRONOMETER. BOTH IN STEEL AND 18CT. GOLD 
WITH MATCHING JUBILEE BRACELETS 


THE ROLEX WORLD OF WIMBLEDON. 
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Porter's complaint - | 


bros: Michael. Bortér 
akes some sweeping recom- 
dations on 1992 (June 9th), 
it it is difficult to see how these 
n be justified on the evidence 
offers. | 
In the first dix his central 
oposition that countries enjoy 
mpetitive advantage through 
ymestic rivalry . and interna- 
mally competitive suppliers is 
iomatic, and does not exclude 
e possibility that competitive 
antage also comes from a na- 
ally dominant firm—for ex- 
jle, POE Black and 
ker, icl, San Miguel beer, 
» Electrolux or Olivetti; or by 
lying on competitive foreign 
ppliers—Boeing or Volvo 





Second, multinátionals domi- 
te world trade and create com- 
titive advantage unrelated to 
national circumstances. Nissan, 
Datsun and Honda look like re- 
'versing three decades of decline 
of the British car industry at a 
stroke; The outstanding success 
n international competitiveness 
n the past decade has not been 
Italian suitcases, but the exports 
. of Pacific economies benefiting 
from Japanese investment. It is 
lificult to see what this has to 
do with the "diamond" of 
dvantage. 

Third, the whole experience 
xf the past two decades is that 
Onomic integration means na- 
nal specialisation falling. 
ith a level playing field, at raw- 
terial and component level, 
i inging the ability to buy or sell 
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"greater competition - | 
firms, but also between regions: 


| internationally at each stage of 


the value chain, the idea of na- 
tional or sector advantage (as op- 
posed to company advantage) 


' becomes an impossibility. 


Porter makes 


Fourth, Mr 


much of the number of competi- 


tors in particular Japanese indus- 
tries. However, companies such 
as Mitsubishi or Yamaha com- 


_ pete on a multiproduct, multi- 
industry basis to exploit hori- 
and | 


zontal technologies, 
therefore enter Mr Porter’s 
count many times. If this is a suc- 
cessful formula, it directly con- 
tradicts Mr Porter’s message. 
Research based on an eclectic 
set of companies. is a familiar 
methodology in strategy. The ac- 


curacy of the resulting predic- 
- tions, though, is patchy. Is it just 
a coincidence that the countries 
that have the greatest difficulty 


in competing internationally— 

America and Britain—have the 

highest endowment of strategic 
gurus? | 

DouaLAs Woop 

Manchester Business 


Manchester School 





SiR—n his analysis of the chal- 
lenge that 1992 poses for Eu- 


rope's companies, Michael Por- 
ter is assuming away one of the 
major problems of market inte- 


gration: the level at which com- 


petition between territorial units 
will occur. 

Though recognising that re- 
gional disparities will grow in Eu- 
rope, he overlooks the crucial 
fact that lowering barriers to 
trade will not only stimulate 


# 


vA ípAd en etie 
€—] 


* "—— —————— "T 


Si 


for resources that are less and 
less in the gift of national gov- 
ernments. Indeed, the respon- 
sibility held by national govern- 
ments in EC countries for 
levelling out regional disparities 
within their territories is increas- 
ing being transferred to Brussels; 
and regions which were once 
well placed, in a national setting, 
to get a sympathetic hearing to- 


day find themselves competing 


with more deserving cases—lo- 
cated in other EC countries. 

Mr Porter’s "diamond", as he 
implicitly acknowledges in his 
article, works as well at the level 


of the region or even of the city, .- 


as at that of the nation-state. In 
any examination of territorial 
competition, therefore, the first 
thing to specify is the level at 
which the analysis will work. I 
suspect that-any such exercise 
will continue to show the nation- 
state to be important, but per- 
haps more in providing what in 
firms would be called corporate- 
level strategy. The territorial 
equivalent of  business-level 


strategies will become increas- - 
ingly the responsibility of re- 
gions, each with its own charac- 


teristic diamond. 


Applying the diamond at the | 


regional level or below only 
serves to reinforce the urgency 
of Mr Porter's important mes- 
sage. For if, through mergers and 
acquisitions, European firms are 
getting large in relation to the 
nation-state, how much more is 
this so relative to the regions 
now forced to compete for them? 
Unchecked, large local firms 
could over time become a source 
of regional protectionism of the 
kind that has plagued China's 
reform programme as well as the 


Soviet Union's. 
Max Botsor 
Ashridge 
Management 
. Research Group 


Berkhamsted, 
Hertfordshire 





A spiritual giant 


Sir——“Don’t forget Chiang Kai- 
shek" 


tainly the Japanese should not 
forget him. 
On August 15 1945 I was 


among Japanese soldiers who 


were luckily being repatriated 
from China after Japan's surren- 
der. From a camp in a suburb of 
Beijing, we proceeded to the 


cua 


tween 


 Sin— Judging by your recen 


despite the shrillest efforts 


- forget Mr Quayle's embarrassi 


is your comment under- 

his photograph (June 2nd). Cer- ble legislator, but he was tar-! 

. political 
(NCPAC) and swept out. of office 





nearby port of Tientsin. We saw 


4. 1 apor Lid 
ee Port Rod, s, Singapore 226% Te 









fiot ‘reward Lene: with vio- 
“lence, reward violence with vir- 


tue" —Chiang Kai-shek. 

Later I learnt that this ordi- 
nance of Generalissimo Chiang 
was obeyed throughout China. 
Not only Japanese soldiers but 
also civilians could come back 
from China to Japan, on the 
whole, in safety, although the in- 
vaders' violence—killing, rape 
and plunder of the people—had 
devastated China over a period 


. of 15 years. 


Chiang Kai-shek was a spiri- 
tual giant, a quality that takes 
pre-eminence over his fame as 
hero, politician or general. 
Yokohama | Tosuio YAMAMOTO 





Dan's occasional acorns 






















item on Dan Quayle (May 26th 
wallowing in revisionism mt 
be more fun to perpetrate th 
to be subjected to. Those of 
who see the paltry figure he cu 


squads of public-relations 
perts, find small comfort in 
pronouncements of those : 
say that he does some thi 
right. Well, hot dog! Even 
blind sow finds the occasi 
acorn. Nobody applauds her 
it. 

Lest our sadly reduced ex 
tations carry us away, let us 


military record, his dismal a 
demic history and his virt 
non-existence as a legislator. 
has not done anything in 
present job in appreciably mo 
distinguished a fashion than h 
ever did anything before. 
now he is in a position to emb 
rass himself and a much larger 
constituency before an infinitely 
broader audience than before. — 
New York . Jonn Costa 





SiR— 1 was surprised by your im- 
plication that Dan Quayle be- 
came a congressman and senator ^ 
on his own talents and merits.; | 
Mr Quayle’s predecessor, x : 
| 


tor Birch Bayh, was a very capa- 


geted by an arch-conservative } 


action. committee | 


by the Reagan. landslide of 1980. 


. Mr Quayle just happened to be - 


along for the ride. You also fail 
to mention that Mr Quayle was 
id supported smal his family, 


























m INTERNATIONAL COUNCIL FOR RESEARCH 
..-— IN AGROFORESTRY w—— 
"Eu NAIROBI, KENYA 
SOLICITS APPLICATIONS AND/OR NOMINATIONS 
| Fon THE POST OF DIRECTOR-GENERAL 













-per ; ials in their ic farming « arid : a ing Ge irsams in ‘order tó achieve high rod i 
ity and — of ee Tom these Pa a 




















nd established its headquarters i in | Nairobi i in 1978. Iti is located i in ICRAF House o on 
rently, ICRAF employs some 35 international staff from 21 different nations. ICRAF 
programmes in upwards of 15 countries in Africa and cooperates with scientists in — 
ample, India, Bangladesh and the USA. It also has close working relations with other - 
'ganisations such as the International Institute for Tropical Agriculture (IITA) in Nigeria, _ 
ack Centre for Africa (ILCA) i in Ethiopia and the Sahelian Centre of the international Centre - 
ropics (ICRISAT) in Niger. ICRAF is recognised as the world centre for information - 





international resear 

the International Livestc 
pr Research in the Semi-ari 
ind training in ag roforestry. CUPS : 
liscussions have begun with the Technical Advisory Committee (TAC) of the Consultative group on International . | 
Agricultural Research (CGIAR), which will lead to ICRAF becoming a member of the CGIAR system. ICRAF's | 
itrategy to the year 2000 visualises an expansion in its research agenda. | ! 


rhe Director-Gen ral is the chief executive officer responsible to an International Board of Trustees. ICRAF is 
upported by some 20 oo ned as an ICRAF donor Support = a budget for 1990 of- 
approximately US 0 million. - | ^ 




































7€ Vision and proven leadership qualifications 
Q A record of successful management of a multidisciplinary research a organisation - 
-© Experience in agroforestry or agriculture or. forestry research, preferably in a developing country d 
= € An ability to communicate effectively and to inspire the loyalty of scientists. and administrators of 8 
different disciplines and nationalities «s 
@ An ability to win trust and respect from high levels of governments, d donors and international i agencies 
"^. — € Energy, initiative, dedication and innovative ability | 
a. © ent in English essential, with competence in French and/or Spanish an advantage. 


ODDO UY for the sarangi leader to make a lasti g Seine to the deems of th 

























| Rem uneration iè is internationally competitive and includes assisted housing, assisted education, health in » u Í 
a generous pension plan and annual home leave. The Board of Trustees would expect the successful candi 
| to take up the position on or about 1 July 1991. | | 
)plicants are requested to send an updated CV, together with the names and addresses of three referees, 
ihe following address by 1 October 1990: | E 


Dr George Holmes 
Chairman, ICRAF Search Secretariat 
E | c/o Dr H. A. Steppler 
| "4 o Box 4000, Macdonald College 
E be 7 21111 Lakeshore Road 
| Ste Anne de Bellevue 
Quebec H9X ICO, Canada 








































SR—1t was grotesque to read 
our flawed apologia for Dan 
uayle in “Lexington”. The 
ntrast between the two names 
uld hardly be sharper: the 
roism of Anena s earliest 
hters for independence versus 
draft-dodging, dim-witted non- 
tity elevated to. prominence 
rough his family's influence 
id money, then catapulted to 
me by a flawed electoral system 
id the needs of a flabby presi- 
who was just barely able to 
running mate palpably in- 
to himself. 





i WILUAM MILLS 








their own fashion 


IR-— Your ' ‘Guide to Soviet de- 
Ocracy ' (May 26th) indicates 
the infant stage in the develop- 
ment of democratic institutions 
n the Soviet Union. But when 
Ou express in your accompany- 
ng article a desire for more de- 
mocracy after the Polish fashion, 
you plainly mean a quick change 
of power. No one—least of all 
you-—needs reminding that the 
lemocratic forces in Poland had 
o go through a drawn-out pro- 
‘ess of democratic struggle and 
polarisation to reach their 
esent stage of maturity, where 
ey can take over the state ma- 
ine in all its aspects. 

Instead of asking Polish his- 
ry to repeat itself in the Soviet 
ion, why shouldn't the Soviet 
ople be allowed to find their 





e ini a slow but steady manner? 


MR. SADI 


0, Japanese  personal«are- 


rketing (May 12th). In fact, 














keting. Shiseido boasts an 
valled retail network and 
advertising expenditure. 
2$ customer-service depart- 





an ~ extensive 
linked. to R&D 


base system. 
.8 


| professional - 
. Subscribe. | 
Sadly, the flat-hat image is 
symptomatic of the way society 
regards professional engineers. 


1 way out of their own Taiga 


ibe Shiseido and - 
oduct companies, as weak in 


pective of industry, these ] 
are among the strongest in 
done in the 1980s. “ 
the heart of the Ruhr", as you 
— picturesquely quoted Sir Monty 





: “By “rap” you refer only ic 
| Erw technology. R&Din Japan means 
aliforia Demetrios Kywacou 


“meeting | consumers’ needs", 
which is nothing but marketing. 


Despite your suggestion, there is 
little for Japanese firms to learn. 


from Procter & Gamble, which 
took as long as 17 years to realise 
the necessity of adjusting itself to 


the Japanese market—ie, the ne- 


€ of marketing. |. 
Sheffield YÖSHIHISA UENO 


Engineers to the rescue 


| Sirn—I am delighted to read that 


engineers are regarded as the 
most ethical professionals, and 
investment bankers the least 


June 16th). It is a pity that your. 
' cartoon showed a mechanic 
complete with spanner and flat 


hat—not an image to. which a 
engineer. would 


Low pay and low status are poor 


Compensation for ethics, let 


alone for providing clean water, 
power, transport and communi- 





cations, äs vd: as s taking the 
brunt of resolving environmen- 


- tal. problems and leading the 
world . 


towards ^ sustainable 
development. | — 

Hard hats, not flat caps, are 
required. 





London  Roperick Ruvs Jones 
SNR MU 
A long way from the Ruhr 


Sin—The Scottish steel industry 
in the 1990s will still suffer from 
the disadvantages that it has 
Sailing into 


Finniston (May 26th), will still 
be shorter and cheaper from 
South Wales and Scunthorpe 
than from Hunterston; and the 
big British consumers; including 





UNE expanding Brit 
try, will still be farther from : 


Scotland. | 
London MARTIN SHAW 

MASH. 
Deep water 


SiR—As a public agency which 


delivers water to some of the 
most productive farmland in the 
world, we found your article on 
California's drought (May 12th) 
offensive, shallow and unworthy 
of you. Farmers throughout our 
area are facing cuts of at least 
5096 in their water supply this 
year, equal to or greater than the 
deficiencies faced by any of the 
urban areas. 

Farmers don't use water for 
the joy of it. It requires five acre- 
feet (about 1.6m gallons) to pro- 
duce the food and fibre con- 
sumed each year by every man, 
woman and child in America's 


expanding population. 


Economists should know bet- 
ter than to compare the $16m of 
crop value at the farm with the 
overall economy. You totally ig- 
nore the billions of dollars, and 
the millions of jobs, added by 
transport, processing and mar- 
keting, as well as the service and 
supply industries that depend on 
agriculture. 


]ERALD BUTCHERT 
Fresno, .. Westlands . 
California Water District 


Friendly sun 


Sir—Your otherwise excellent 
article on solar energy (May 

19th) had two significant omis- 
sions. One of the finest ways to 
"fx" solar energy is to grow 
plants or trees that can be burnt 
to raise steam. The ash is 
ploughed back, the carbon diox- 


-ide that is produced i is eventually 


recycled to make additional bio- 
mass. Plants have vet to be bred 
for their ability to fix solar en- 
ergy as combustible biomass. 
The second option you missed 
was wind energy. In California 
there are places where windmills 
are conttibuting a significant 
amount of electricity to the grid. 
Summit, | | 
New Jersey B.J. LUBEROFF 


———— 


SiR—You glossed over one of 
the most promísing methods of 
making solar power a viable 
component of the world energy 
market. Solar power can be used 
to make hydrogen by electroly- 


cave mirrors to burn the Roma 


oa prediction T hq 


| general, Jonathan Creswell, p 


dicted 


_ post.” This prediction was in h 


Massachusetts Jonn McLAUGHS 


g | Covered include: | 
| product policy, promotions and case 
s piena 


store ‘hydrogen at low pressure, 


: eliminate the safety concerns of 
`- pressurised gas and reduce the 


expense involved in storage and 
transport. Once the hydrogen is 
stored it can be used in a fuel cell 
almost twice as efficiently as in a 
conventional engine. 

This technology, in conjunc- 
tion with the availability of small 
conventional hydrogen-genera- 
tion plants, also in development, 
will bring much closer the only 
long-term system that makes 
sense, the hydrogen economy. 
Bloomfield, 


New Jersey JOSEPH MEA 





SiR— Your historical account of 
mankind's effort to harness the 
sun's energy misses a classic epi. 
sode: Archimedes's use of cong 































fleet at Syracuse in the third cen; 
tury BC. 


Brussels SoTIRIOS KoL 


Posthaste 


faxes will increasingly usurp 1 
ditional postal services (N 
19th) may or may not prove 
be accurate, but it is hardly or 
nal..An American postmas# 


that "the “proba 
simplification of the fac-si 
system of Caselli . . .must soo 
or later interfere most serious 
with the transportation of lette 
by the: slower means of th 


annual report of 1872. 
Lexington, 


——À | 


Business 
International | 


MARKETING IN SAUDI ARABIA: 

Developing Strategies for 

Business Success 

Marketing to the Saudi Arabian 

consumer is no longer a simple matter 

of selling anything at a premium price. 

1 Consumers have bei more selective 
when exercising their purchasing power. 

This new special report from Business 

- international defines the key issues 

| facing today's marketing executives 

. who specialize in Saudi Arabia. Topics 

ics, market 

research, distribution, market entry, 























215 Park Avenue South 
New York, NY 10003 


USA 
Tek (21.212) 460 osa 






London W WIA I es 






RECRUITMENT CONSULTANTS GROUP 

3 London Wall Buildings, London Wall, London EC2M SPJ 
Tel: 071-588 3588 or 071-588 2576 

Telex No. 887374 Fax No. 071-256 S501 


position, opportunity to play the lead role in intensive development 
rammes and prospects of Executive share options exist — 


IRECTOR OF ENGINEERING = 
 (PORTOPERATIONS) —— 


Yéers, aged 45-52, who will have acquired at least seven years’ successful practical 
cess of £10 million each, which Eee n will have included major marine projects. At — 
: t totally controlling projects. The successful candidate will be responsible for advising the — 
' Board on all engineerin Company’s ports, on current civil engineering projects and supervising engineers at the 
ports on large capital im ents, particularly focused on new capital schemes. The post is based in London and significant UK 

_ travel will be necessary. The ability to work on a number of projects at any one time, a keen interest in finance and the com- 
, mercial aspects OE ho busnes and to relate effectively with contractors to ensure compliance is key to the success of this sl 
-pointment, Initial salary negotiable 55,000.£65,000 plus car, contributory pension, free life assurance, free family health 
insurance and assistance with removal expenses if necessary. Applications in strict confidence under reference DE4723/E to 

eee ga the Managing Director: < N 


BUILDINGS, LONDON WALL, LONDON EC2M fe ae ec Um 3588 or 071-588 3576. TELEX: 887374. 


£55,000-£65,000 


| A London 
alc a 


| THE COME ANY —— E X» Emphasis on chemical, paper, metals and mining | 
| © Prime rated highly profitable US financial group industries in UK and Europe. — 
| with outstanding record of successful investment. QUALIFICATIONS 
| $^. London based unit providing Pan-European big © A winner, aged 25-35 with the determination to | | 
| ticket project and structured finance. . | | drive transactions through to completion. - | d 
| © Substantial underwriter and provider of equity, <> Wide experience of the financial markets gained. | - 
mezzanine and senior debt supported by quality credit process. in. corporate or structured finance with a respected |. 
institution. Fluency in French or German an advantage. |. 
JOE ace <> Strong intellectual and . analytical — skills. . 
< Senior member of an experienced high calibre team. Confidence and ability to work hard under pressure. — | 
| Strong back-up. | Please write, enclosing full cv, Ref BJ2519e | - 
| $^ Broad deal making responsibility from origination | ts Hill, Birmingham, B2 5ST | | 


BIRMINGHAM e 021-233 4656 MEE 
LONDON + 071-493 6392 + MANCHESTER * 0625 539953 + SLOUGH + 0753 694844 — 
GLASGOW + 041-204 4334 » HONG KONG + (HK) 5 217133 
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Ww ERNATIONAL Y UTH FOUNDATION 
seeks - 


Senior 
Executives 


Major. foundations have launched INTERNA- 
TIONAL YOUTH FOUNDATION (IYF) as a new 

































sach continent, then provide financial support 
or their expansion through creative partner- 


_ These positions will office initially in ‘Michigan, 
city outside the USA. Candidates are required 
language, strong motivation to help children 


ed jobs. 
7 Managing Director (COO): with Masters 


- al senior management experience; 
_— Finance Director (CFO): with MBA or 


cess in international financial management; 
Program Director: with PhD or equivalent 
in program-related field (education or social 
science) and extensive experience on inter- 
. national youth issues; 


Development Director: with excellent s 
-perience in developing, coordinating and “ʻi 


-al fund-raising strategies that include corpo- 
donors; 


writing, sending letter and résumé to the 
ttention of: 


INTERNATIONAL YOUTH FOUNDATION 
IYF-Liaison Peter Moser 

League of Red Cross. 

‘ des d Crescent Societies _ 


| the United States 


nternational charitable organisation to identify - 
iccessful youth development programs in. | 


ships with multinational corporations, founda- | 
tions, governments, NGO's and indigenous | 


a | | very closely with expatriate consultants who are meeney assisting 
_ organisations. IYF now seeks four Senior staff. | į 


‘| thie.DG. 


| on an initial two year contract: 


. USA, with possible future relocation to a major |. (i) A Director Mechanical - An.engineer with Masters Degree an 


_to have fluency in English and at least one other I 


|) ADirector. Power -An engineer with Masters Degree and atleg 


and youth, and demonstrated Success in relat- p | fifteen years appropriate experience to advise the DG on all electrid 


- Degree and. minimum 10. years’ internation- | -years appropriate professional experience, knowledgeable in privat 


| | power and project development issues, who can advise the DG c; 


| (iv) A Manager MIS - A computer systems expert with a Master: 


equivalent degree, and demonstrated suc- | | Degree and at least ten years appropriate experience who can desigr 


| the DG evaluate power projects, 


| (v) Two Financial Analysts - - CA/CPAs or MBAs with at least five 
years experience each, to assist the Director Finance and focus on 


| (vi) A Systems Analyst- An analyst with a Masters Degree and awe 
| least five years appropriate experience who. will assist the Manager 


house” implementation of major heme 
; _and that for positions (v) and (vi) between Rs. 250,000 to 450, 000 per 


rate, foundation, individual, and government 


\pplication procedure: indicate interest of IYF | 


~ PROFESSIONAL VACANCI IES IN PAKISTAN | 


internationali y qualified power generation and project development |. 
professionals are invited to express interest in working to help] 
Pakistan overcome serious power shortages and achieve its] 
development plans. 1 


The Government of Pakistan (GOP) as launched a bold new palis : 
to involve the private sector in power generation. The GOP has 
obtained commitments from the World Bank, Japan EXIM Bank and 
ency for International Development for $425 
million and is expecting a further amount of $200 million from other 
bilateral donors for an Energy Development Fund. The Fund will 
provide upto 30% of project costs for private power in Pa kistan. In 
response to this initiative, the GOP has received more than 20 
proposals from local and foreign investors to set up power plants i in 









Pakistan totalling over 4,000 MW. 


To Implement the Private Power policy of the GOP a special Private 


| Power Cell has been created under a Director General (DG). The DG | 

| is looking for highly motivated, qualified and experienced Pakistani | 

. | professionals to help him evaluate and negotiate the projects | 

| | proposed in the private sector. The experts will initially be hired on a 

. | two year contract, extendable to four years, and will also have the | 
| option to join regular GOP employment, with no loss ing 



















compensation, when their contract ends. The professionals will work 
The following professionals are presently required to be appointed 


at least fifteen years appropriate experience to advise the DG on e 
issues related to the design, construction and operation of pow: 
plants. 


aspects related to the design, ‘construction and operation of pows 
plants. 


(iii) A Director Finance- A CA/CPA| with an MBA and at least fiftee 


all matters related to evaluating and financing a power project. 


a data base and MIS for the office and develop programs to assis! 


specific project financial analyses and evaluations. 


MIS and focus on specific project data analysis and evaluation. 


Selection will be made by a panel of very senior GOP officials and 
donor agency "A te) is With The salary and benefits package for | - 
posts at (i), (ii), (iii), (iv) is within Rs. 350,000 to 550,000 per annum, 


annum, depending on previous salary history, education, relevant. 


| experience and substantiated record of achievements. All applicants 
| must be computer literate. 


| The Directorate for Private Power is a new establishment. It has high | 


visibility with the senior-most levels of GOP operations and is || 
expected to respond effectively to the power crisis in Pakistan. | 
Applicants should therefore be prepared to workin a very challenging 
and demanding environment. The Directors will be in charge of their 
units and will be responsible for the work of other professionals and 
support staff. 


Please forward your application (post marked on or before July 10, 
1990) with detailed CV and other information you judge to be relevant 
to the proposed assignmei it | 


G.M. ‘Mas, Director General 
Private Power, Ministry of Water and Power 
= #41, Street 56, F-6/4, Islamabad, Pakistan. 


Ph: 818738, 8i 4014, Fax: t 813221 


= m" 
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Coopers & Lybrand Deloitte is one of Europe's foremost 
firms of Management Consultants and Accountants, 
'. The rapid expansion of our Oil and Gas consultancy has 
Created the opportunity for an: experienced industry 
professional to play an importante role in its further 
development. | T E 


Shortly after joining you will be i fo manage - 
important assignments, providing economic and strategic 


oil refining, marketing and petrochemicals. — 
Having spent some 5-10 years in the downstream oil 


possess economi ICS, commercial or policy- -making : skills 









The Bank i is mu " 
at its headquarter 


Capit 


Duties: assist the head of divisio 











of the primary and secondar 


statistics; 7 preparation ofi issue documents. 








Languages: very good command of Engl 
knowledge of Portuguese or Greek is essential. 


The Bank offers attractive terms of employment, a generous salary and comprehensive welfare scheme. iti is an nequa. 


opportunities employer. 


Applicants, who must be nationals of an EEC member country and preferably no more than 32 years ¢ of age, s arei in- ü 
vited to send a detail curriculum vitae, genie with a photograph to: t 


EUROPEANINVESTMENT BANK | 
Head of Personnel Department (Ref.: F1 9021 ) 
boulevard Konrad Adenauer 100, 

L-2950 LUXEMBURG. Fax 437704. 


| Applications willbe treated in strictest confidence. | 









advice to private and public sector clients, in the areas of 


industry, preferably with a technical background, you will. 


thé markets for which icis is responsible (Holland, Scandinavia Portugal, 

Greece, Middle East and International Markets), in particular: 
sector in the country or market concerned and with the appropriate monetary and financial authorities; (7 monitoring | 
ary markets in the countries and sectors concerned, : © research on the markets in ques- _ 
tion, various financing strut tures andthe appropriate financial instruments; [i preparation and gung of notes and 


| Qualifications: university education or equivalent professional experience. Atleast 3 years’ banking. experience in 

í the field of primary and secondary capital markets. This implies knowledge of both the international and domestic ` 

: markets with practical experience of fixed and floating-rate borrowings. Experience of both: UR and interest-rate 
swaps and other financial instrume its (futures, options, etc. ) would be an advantage. = wd 


glish or French and good command of the other language. A good 





















plus experience of managing other specialists in the field. 
Ideal y we would also like you to have some consu ltancy .- 
experience and would expect you to. demonstrate sound - ; ! 
business acumen and first-rate communication skills. — .— 
Fluency in a second European. language wou uld al liso bec a 
consi iderable advantage. i | y 





if If you meet our criteria and share our ambition to provid 
the best advice in the industry, send your c.v. fo. 
lan Goskirk, Partner, Coopers & Lybrand Deloitte, 
Plumtree Court, London EC4A AHI, ee | 

reference 50/20EC. ^o 





Solutions 
for Business 


| qme e 
: &Lybra nd 
„Deloitte 


isa 












C negotiation of new issues: liaison with the banking: 





international Fund for Agricultural Development (United Nations) 
(Rome, italy) 
seeks 


mE (ENVIRONMENT) 


RESPONSIBILITIES: Provide expertise on agriculture systems, natural resources manage- 
ment, land use planning and beue ios analysis in support of environmentally 
sustainable rural poverty alleviation, specilically, evaluate project interventions in terms of 
vironmental considerations and provide technical support, develop environmental 


Stainability policies and procedures; assist in developing project pipeline and identify 
constraints affecting environmental videsis fal propose corrective action; develop 
d maintain data base on natural rescurce and environmental. management aspects of 
ural/agricultural development; assist in staff training: liaise with external entities on 
natural resource management and environment issues; other related duties : D 


SALARY AND BENEFITS: IFAD as part of the United Nations common system offers 

-£ompetitive international salaries, benefits and allowances. — 

DURATION: Two year fixed-term, —7 

- DATE OF ENTRY ON DUTY: As soon as possible subject to funding arrangements. 

 Peasesenddetaledrésuméto: — = 

- 5 Personnel Division, IFAD, Via del Serafico 107, 00142 Rome, Italy 
Closing date for application: 7 August 1990. E 

- Only shortlisted- candidates will receive an acknowledgement. — 


IFAD 


international Fund for i nia (United Nations) 
y 


Seeks 


INTERNAL AUDITOR 


RESPONSIBILITIES: The incumbent reports to the President and is responsible for - 


UALIFICATIONS: E professional accounting qualification or University 
grae in a related field. Ten years experience in auditing, of which five should be at 
management level, preferably in a financial institution or an organisation of the UN 
ystem. Full command of English, knowledge of Arabic, French or Spanish would 


' ani advantage. : 


ALARY & BENEFITS: IFAD as part of the United Nations common system offers 
ipetitive international salaries, benefits and allowances. 


RATION: 2 year fixed-term. » 
IF ENTRY ON DUTY: as soon as possible subject to funding arrangements. 


inne! Division, IFAD, Via del Serafico 107, 00142 Rome, Italy. 


losing late for application: 7 August 1990. 
shortlisted candidates will receive an acknowledgement. = — 


United Nations Relief and Works Agency for Pales- 
tine Refugees in the Near East (UNRWA), an organi- 
sation providing education, health and relief services 
to a large refugee community in the Middle East, 
! requires a 


Chief, Supply Division 


at its Headquarters in Vienna. Reporting to the 
Comptroller, he/she manages the Agency's central 
purchasing service for all commodities, total acquisi- 
tions amounting to US$60 million per annum. Over- 
sees planning and co-ordination of inter-Field supply | - 
and transport movements. Is responsible for meeting 
Agency-wide transport requirements with a fleet of 
some 700 vehicles. Provides technical supervision of 
some 560 Field supply and transport staff and 
supervises some 10 professional level staff. 


Annual net (tax free) remuneration at entry level 
US$76,000 (with dependants) and US$70,000 
(single), plus fringe benefit package. 

Detailed applications before 12 July 1990 to: 
Chief, Personnel Services Division (VN/12/90) (B) 
UNRWA HQ Vienna, Vienna International Centre 

PO Box 700, A-1400 Vienna/Austria 
Tel: 21131 4310. Tix: 135310 UNRWA A. Fax: 23 07 487 


. The Government of Sweden, the Government of the Neth- 
“erlands and the World Bank, seek an experienced educa- 
tional professional to serve as the monitor/evaluator of their 
five year, cofinanced, General Education Project in Bangla- 
desh. The objectives of this project are to increase equitable 
access to primary education as well as increase its quality. 
The Project Monitor will be responsible for analyzing data 
relative to project inputs, activities, and outcomes to pro- 
vide a formative evaluation of the project’s progress toward 
| the achievement of its goals and objectives. The Project 
3 Monitor will be resident in Dhaka, Bangladesh. The 
| minimum posting will be for two and one-half years. . 


Candidates should have an advanced degree in education; 
] project management experience in developing countries 
] (South Asia preferred); a demonstrated capacity to provide 
] formative evaluations of project progress; and excellent in- 
terpersonal skills. io "EM 
Applicants please submit curriculum vitae and cover letter 
before September 1, 1990 to: The Search Committee, 
|| Room D 9015, The World Bank, 1818 H Street, 


oe 
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ORGANISATION FOR ECONOMIC 
CO-OPERATION AND DEVELOPMENT 


PARIS 


Directorate for Financial, Fiscal and 
l ECD Enterprise Affairs requires for its 
a Fiscal Affairs Division 


A SENIOR TAX SPECIALIST 


i to contribute to the implementation of tax reforms. in E ist]. 
_ European non-member countries with pat cular emphasis on th 
administrative and transitional proble: iSsociated wi with the 
move to personal and corporate income taxes and: VA | E 
improving the efficiency of the- tax adm inistrations - án. these 
countries and in encouraging tax ipliance. Some work on. 
combating tax evasion and improving adiminigtrations within. 
the OECD area would also be involved 


Qualifications: 
* Ten years experience in the: 
T natonal tax administration. = 






: e TITAN AITO A 
ATTA ATT nE 













* The Commonvesth Youth pue inge (CYP), which is concerned with « 
ople in national development, invites suitably qualifi 
ial Director of the Caribbean Centre, located [in 

















ie supports Commonwealth governments 
f youth policies and programmes throug! 
ing training, the development of 
ives, research, Perren and i i 









































PO for the efficient manage 
tive liaison with organisations engaged 
) provide training and related services 
anal che will lead a pence te 









preferably with a 


ove aw oF 





| public finance. . | 

^. * Extensive experience in the pe 
corporate income tax system ] m 

* Excellent knowledge of either En: e q good > | 
knowledge of the other language- an German bd ox an 3 
advantage. M c - xus 

Vacancies open to both male 


Member countries. Appointment: rec 
of two years. Annual salary of FF336 000; 
Applications, together with “detalle 
English or French and specifying ' 
to Personnel Division, OECD, 2 
Paris Cedex 16. Closing date 
- Only shortlisted candidates will re: 

















t management. The ability to commun 
nent will be an essential requirement. 
‘from the region. Applications from Mii E 
come. d 
y years initially. Salary and allowances are. 

with ‘the responsibilities of this senior. 

the appointee. ; 
names of three referees) must be 
may be obtained from the Chief: 

e Marlborough House, Pall 
ep hone: 971-839 3411, ext 8153 or 8134. Fax: 
i ce should be addressed, quoting 


of personal and 





















































, OPPORT NITY EMPLOYER 





International 
Rice Research 
Institute 























Pury Director C 





The International Rice Research Institute m a Deputy Director r General for Research. The position 
becomes vacant in May 1991. 


IRRI IRR is an international, non-profit, agricultural research institute funded by some 30 donar nations and: 
organisations. Its goal is the enhancement of rice production and sustainability to benefit the world's 3 
billion people who are dependent on rice for their livelihood and as their basic food f 


Responsibilities — 8B Provide leadership in the establishment of research priorities and the. application of innovative — — 
scientific approaches to address problems of increasing the productivity and sustainability of rice-b e 
systems. | 

Bi Direct IRRI's multi-disciplinary research programs and discipline-oriented research divisions. 
E Enhance ties with advanced regnet fene institutes. 


Qualifications 





E Vision and research faber ability t 

scientists of different nationalities and eirca 
li Proven record in research management and administration. 
@ Fluency in written and spoken English 


Benefits Salary and perquisites are cc".ipetitive with those of similar international institutions. The Deputy _ 
Director General for Research will live at IRRI headquarters in Los Banos, Laguna, 50Km South of Manila 


Philippines. 
Interviews Interviews of short-listed applications will commence in September 1990. 


Apply to Applications with full documentation, including the names and addresses of three referees, and names 
nominees should be adressed to Dr. Klaus J. Lampe, Director General, IRRI, PO Box 933, 1099 Manila, . 
Philippines. Phone (63) 2-818-1926. Fax (63) 2-818-2087. 







ECONOMISTJUNE301990 .. 











poU 
S UU 


VE 































d to announce the opening of our office in 


We're very please 


East Berlin. 
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ure considering doing 


mber that we're right i in the neigh! »orhood. 




































J E HAS raised many sniggers and yawns . 
` A A across the years, but even the sniggerers | 
PUMA must now take him seriously. Mr. Helmut: 
.. Kohl is on course to become the first chancel- 
-lor of a united Germany since Hitler. He is the .. 
leader most likely to shape Europe in the - 
1990s. The question is how. =| an 
Already, decisions that will determine the | 
answer hinge upon this underestimated man, . | 
light years the chancellor and more firmly . | 
than ever in office. When western aid to Mr. 
Mikhail Gorbachev is discussed at the eco 
nomic summit in Houston on July 9th-11th, or be cas of 




















stern military alliance, and to turn their backs on neutral- 
. But, to pull it off, he will need great skill and conviction. 
"He has more skills than his critics admit. Mr Kohl does 
: ot match his predecessor, Mr Helmut Schmidt, in intellect, 
, though hehasa knowledge of history belying the widespread 
. view that he is a dunce. Nor does he quite equal Konrad Ade- 
` nauer in cunning. But of all Germany's postwar chancellors 
he has the surest instinct for power. In his drive to get to the 
top and stay there, he has left a trail of crushed rivals. One 
- aide calls Mr Kohl’s technique the Anaconda approach to 
political struggle: long-term pressure (initially disguised, when 
. applied to party colleagues, as an embrace), which increases 









| "Mr Oskar Lafontaine, the Social Democrat whose hopes of 


bouncing Mr Kohl out of his job are fading, the chancellor. 


. has used a more direct technique. Mr Lafontaine has been 
_ trapped into publicly seeming to oppose German unity— 
hardly a winning line in this al-German election year, as our 
poll also suggests. 
| Mr Kohl is inclined to make policy via the pit of his stom- 
ach (or thereabouts). When advisers beg him to move, he will 
- wait if he feels deep down that the time is not ripe; when he 
. senses a big chance at hand, he will pounce even though oth- 
ers urge caution. Thus in recent months he has been an ac- 
tion man. He streaked towards German unity as soon as the 
Berlin Wall was breached last November. He dashed for early 
monetary union when most experts advised against. He bent 
the "independent" Bundesbank to his will (showing, for fu- 
ture reference in Europe's monetary debate, that such a trick 
really is possible). 
When Mr Kohl thought the western allies might object to 
his unity plans, he avoided consulting them. With one eye on 
















uclear weapons in Europe at the NATO summit next week, - 
ermany's role will be central. Our poll of West German - 
inion on page 53 suggests that Mr Kohl can help to rein- | 
ce his countrymen's predisposition to stay anchored in a 


-In Mr Kohl's Bonn the British are seen as economically. a 


ntil che victim is helpless and ready to be devoured. Against - 


.the Gorbachev era would make progress to German 


Gorbachev's way, and he would pick up the bill fo 


. West Germans have had 40 years of democracy and t 

































the German right, he refused explicit! 
several long months, to recognise the 

. Neisse line as Poland’s western frontie 
caused a furore abroad, but it helped 

. extinguish support for the far-right R 
«can party that had been pinching voters 
a Mr Kohl's conservatives. .. 
— ..: Bulldozer Kohl has been no less! ff : 
a at t promoting the interests of the ne 
~ many in the new Europe. The four wa 
-= victors, America, Russia, Britain and France, 
- held a "show the flags” meeting in Berlin last 
Debs just to stress to the Germans that they could not 
rush into unity at will. They could and they are. Six months 
later the “two-plus-four” talks on the external problems of 
unity are being speeded up to get results before Mr Kohl’s 
deadline of all-German elections on December 9th. Even the 
Russians are now hurrying at Mr Kohl’s behest. 








m 





Germany's Europe 


politically weak, but are treated politely because they ar 
members of the: two-plus-four choir and thus should be en- 
couraged to sing in harmony. The French are given credit 
their efforts to squeeze a more Germanic performance out of 
their economy; but Mr Kohl will not forget Presid 
Mitterrand's early scepticism about German unity. TI 
French-German partnership is still valued, but not quite as 
once was. Sensitive to foreign fears of a resurgent German 
Mr Schmidt let France appear to take the lead when i 
to launching initiatives like the creation of the EMS. z M 
has been less pernickety. es 

The Russians are more pitied din Raed buts ane 











trickier. So Mr Kohl is taking the lead in pushing m 


troops to stay on in East Germany as non-paying gue 
Americans are loved in Bonn as rarely before, and 
because President Bush blessed German unity when ot 
lies grumbled. The billing and cooing began a year ago 
Mr Bush called the West Germans "partners in leader 
in German eyes, Ámerican recognition of who really cou 
in Europe. Mr Kohl's chest swelled another few centime 

So should Europe now tremble? Where will Mr 
steered by an unerring feel for German ínstincts, push? 


federalism. They have eschewed extremism in all its fo 
They have wealth and social justice. None of that 
there will be a resurgence of the old, unhappy, rest 











the economies there out of the communist di In the 
st, freed from the distraction of a divided nation, they 
xuld get on with the job of uniting Europe. That is what Mr 
ohl says they are going to do. He has ambitious aims, like a 
opean central bank and currency, a European parliament 
ith real power, even a European army. He gives few details, 

it that does not prove he does not mean what he says. 
Yet even encased in European structures, like a float at a 
nival, the German bulldozer may well veer off in new direc- 
ons. À united Germany will not be just a bigger version of 
Federal Republic, mainiy western-minded since its birth. 
will embrace more than 16m easterners, new voters, cabinet 
mbers, civil servants. The capital may well shift eastwards 
from Bonn to Berlin. Germany's perspective will become that 
united country in central Europe, not that of half a na- 
on embedded in the West. It will be strongly inclined to in- 
lve itself in Russia's plight rather than stand aloof. The res- 
ion of East Germany will restore a belief in economic 
ratism that Mr Kohl’s government never really re- 

ounced (see our survey after page 34). 

All this will feed through to the European. Giu 
iermans may well go cool on plans for closer (west) European 
tegration, for a (west) European defence force, or for an ecu 


aul Bush's budget 








Welcome a Damascene conversion 


YO HIS lips, after all, were unreadable. George Bush has 
M decided to replace the unequivocal " no new taxes’ ' with 
the polysyllabic mouthful of "tax revenue increases". Even 
that phrase has a hint of obfuscation: tax revenues do in- 
crease every year, just because of inflation and. economic 
'owth, so it is still possible that his statement on Tuesday 

y be just another way to talk rather than act. 

Assume, for the moment, that it wasn't. What does Mr 
ush's conversion mean, for the Ámerican (and world) econ- 
my and for the health of American politics? In economic 
rms, the answer is potentially a big plus. The persistence of a 


rge budget deficit, especially when the economy has been. 


lly stretched, has kept interest rates higher than they would 
therwise have been—and not just in America. The world 
as a single capital market; if the American government takes 
-from the pot, countries everywhere will have a better 
ce of the profitable investment they need. 
That is the main reason for ignoring the fear of some 
1ericans: that cutting the budget deficit now will tip their 
momy into recession. That worry comes from applying the 
dest Keynesianism to an economy closed to foreign trade 
foreign capital—to an America, in short, of 1950s carica- 


e. Now, with foreign trade accounting for a larger propor- 


1 of America’s GNP than of Japan's, and with capital free to 
w across borders and across sectors, any shortfall in de- 
nd caused by a declining budget deficit carbe immediately 
t by rises in the other components of American GNP. For 
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an use their mi ght t to help to replace their cherished D D-mar They: may y well attach more 








weight.to the woolly prospect of a strengthened Conference 
on Security and Co-operation in Europe than to the fairly 
woolly one of an EC foreign policy. The former would leave 
Germany its national room for manoeuvre; even with sensi- 
tive German leadership, it would be a daunting neighbour for 
the weaker states around it. 

Plausible hunches, all; the question is what to do about 
them. The answer is that other Europeans, clinging to hard- 
headed realism, should not just “take Mr Kohl at his word” 
when he chants that German and European unity are two 
sides of the same pfennig. They must encourage him to keep 
showing:à practical commitment, because a Germany inte- 
grated. into Europe is less to be feared and more to be influ- 

nced than one held at arm's length. President Mitterrand 
has longs since got that message; Mrs Thatcher must steel her- 





~ self to:come round to it. Encourage i is about all such leaders 
~ can do: Germany's arm is becoming too brawny to twist. If 
Germany decides, despite such coaxing, that tighter Euro- 

pean unity is not in its interests after all, unity will loosen. The 






choice is between German hegemony, mabe benign but h 
gemony nonetheless, and a search for the mutual influence 
that the chancellor says he wants. One way or another 


Wunderkohl is king. 


‘ternational reasons, hope that the biggest rise is in exports, 
which would quieten American protectionists . _ 
The economic effect of higher taxes will also depend cru- 


cially on which taxes are increased. It was always a mistake for 


Mr Ronald Reagan and Mr Bush to treat all taxes as uni- 
formly bad. Indeed, Mr Reagan implicitly recognised that fal- 
lacy in his own tax reforms, which were designed to scrap the 
most damaging features of the tax code. The best tax to 

crease today would be the one on petrol (gasoline) at the 


pump. It would reduce America’s oil imports and its carbon- 
dioxide emissions. Since American taxes on petrol are barely 


one-quarter of the European and Japanese average, there is 


much to be done without appearing masochistic; and each 


cent on a gallon would raise $1 billion a year. 


The fault at the start 

The immediate political consequences of Mr Bush’s U-turn 
can be made to seem pretty damaging. The president has 
changed his mind: what price principle? The deficit at least 
acted as a brake on government spending: watch out for the 
pork-barrels. These criticisms miss the point. What was 
wrong was the initial pledge never to raise taxes, not the sub- 
sequent reversal. As Keynes put it, “When I see the facts have 
changed, I change my opinion. What do you do, sir?" | 

Beyond this week's snide headlines lies a chance to im- 

prove the health of American politics. Any package to cut the 
budget deficit will contain not just tax increases but also 








spending cuts, including cuts in "entitlements (particularly 
pensions). The old paralysis—Democrats for social spending, 
Republicans for defence—was anyway starting to loosen up as 
the cold war changed. With tax increases not ruled out, the 
loosening can go further. Democrats may accept that social 
spending contains its share of waste; and both parties could 
combine to tackle entitlements, which rarely benefit the peo- 
| ple most i in need cdi state aid. Now that dogma and slogans are 





-A single currency is the right ai aim for Europe, but governments need to explain. 


c why they want it 


T THEIR summit in Dublin on June 25th, Europe's lead- 
. ers agreed to start work next December on rewriting the 
treaties that define the European Community. With the past 
.. ear's events in Eastern Europe to remind them that history is 
watching, they will be in the mood to make profound 
changes. Already attitudes have altered out of recognition. 
wo years ago talk of European monetary union (EMU) was 
ard to take seriously. Now those who question the idea stand 
ndemned as narrow-minded chauvinists. Good, you may 
y, enthusiasm gets things done. Unfortunately, it can also 
ake mistakes. — 
Consider the reaction in Dublin to Britain's latest pro- 
bsal on EMU. This calls for a “hard” ecu—a proper 13th 
urrency (in contrast to the present ecu, which is a basket of 
he EC's national monies), to be managed by a new European 
F Monetary Fund so that it is never devalued against other cur- 
rencies in the European exchange-rate mechanism (ERM). Is 
that a good idea? Sorry, you should have asked earlier. Prepa- 
rations for the December talks are well advanced, officials 
told the press; Britain’s new scheme has missed the boat. 
-= Viewed from outside Europe, that verdict must seem ex- 
traordinary. With so much at stake, and no deadlines except 
< -those the Community imposes on itself, how can it be too late 













_ examine alternatives? Viewed from within Europe, the re- 


‘sponse is understandable. The Community doubts Britain’s 
good faith. Margaret Thatcher is unwilling even for sterling to 
join the present ERM; she is openly against a single currency 
for Europe. To avoid isolation in the EC and estrangement 
from pro-European ministers in her own government, Mrs 
Thatcher is talking about monetary union. But she can be 
~ counted on to stall the project at every opportunity. 


. . Better to arrive than to travel 
^. Itisa great pity that the only government asking hard ques- 
. "tions about EMU wants to wreck the whole enterprise, and is 
= thus ignored. Mrs Thatcher is wrong on the ERM and wrong 
- onthe single currency. Nonetheless, the debate badly needs a 
smaller helping of Europe's manifest destiny and a bigger one 

^ ofhard-headed examination. 

Absurdly, the issue that has been least examined is the 
. one that is logically prior to all the rest: does monetary union 
— (ie, a single European currency) make sense? The answer de- 
-pends critically on the design of the institution needed to run 








members, and a law forbidding monetary financing of budg 


variant of (b), is iñ one way an improvement over previ 

























































kavio the dae reason n and empiricism can enterit. | 

Their entry, however, should not be confused with 
tory. It took a presidential about-turn to bring America 
cal policy back inte the realm of economic commonsense 
will take many hours of political bargaining to turn ti 
change into large and lasting reductions in the deficit, It 
saga of the American budget, euphoria should be reserved: 
the very last page. - 


it. Discussion fin EMU Gaal start, not finish, with propos 
for the constitution of an independent European « 
bank. The project may fall at this first hurdle. A vital quest: 
is whether Germany will accept a weaker grip on monet 
policy than that exerted by the Bundesbank. A new. 
bank can and must be insulated from the Community 
nance ministries (eg, with secure appointments for its boar 


deficits); but the Bundesbank’s most precious asset, its track 
record on inflation, will be lost. 1f governments reckon that 
the microeconomic benefits of a single currency ate too small 
to make up for that unavoidable risk, now is the time to say 
so. There's no need to be embarrassed. | 

When Europe is sure it wants one currency and the i 


chinery that goes with it, it can plot the route. The broad 


choice is either (a) moving by government fiat from 12c et 
cies to one, or (b) promoting a "parallel" currency and lettin 
people adopt it at their own discretion. Britain's new plan, a 


parallel-currency schemes. Requiring national central bar 
to buy their own currencies back from the European Mo 
tary Fund would guard against excessive money creation.” 
idea also raises new difficulties, however. Promising tha 
ecu will never be devalued, for instance, will make it hard 
exercise independent control over ecu interest rates. Bu 
biggest objection is that Britain is offering a route to a de: 
tion it wants to avoid. 
The hard ecu has too many costs and complications. 
worthwhile in itself. As a transitional scheme, though wort 
careful look, it is likely to prove more difficult than (a) 
perience shows that people stay loyal to a principal cun 
even when it loses its value through inflation—such 
convenience of a common medium of exchange. W 
very high inflation in the national currency (unlikely it 
rope), or a legal requirement to use the ecu (workable o 
its exchange rate against other currencies was fixed, a 
haps not even then), national monies will refuse to fade aw 
.. At the December conference Europe's governm: 
should start by deciding whether they want a -sir 
currency— not the bold vision, but the precisely define 
etary system. If any so decide, their next step should 
limit, for a time, the fluctuations in their currencie: 
strictly than under the present ERM, and perhaps to fr 














































ir p papers ; for entertainment, not anmann: For years 
wilder i hores of British journalism have been ; a w but 


apr tabloid MEE: eem lied up a stories in pri- 
e. But the moral climate is changing. After recent incidents 
f journalistic misbehaviour— notably the "interviewing" of 
actor, Mr Gorden Kaye, while he was still incapacitated in 
ospital with a brain injury— parliamentary and public opin- 
on has demanded new curbs on the press. 

The Home. Office-sponsored Calcutt report on “privacy 
nd related matters” has set the agenda for such curbs. Its 
ecommendations have been welcomed by the main political 
Parties. Some of them make good sense. It is right to have new 
privacy laws that would stop journalists trespassing in search 
of a story, and right to ban the use of bugging devices and 
elephoto lenses on private property. It is. commonsense to 
reject the idea of a statutory right of reply in newspapers, 
which could easily be abused. For these, the report deserves 
one cheer. But its main recommendations should raise a howl 
f protest from the free press and its defenders. 

_. The report proposes a three-stage approach to o press regu- 
tion. First, newspapers wouid have a year to prove they 
ould regulate themselves. If this failed, the existing Press 
yuncil would be replaced with a non-statutory press-com- 
laints commission. Brandishing a code of practice, it would 
estigate claims of unjust or unfair journalism. It could or- 


Trading insults 





! e bad habits of their two societies 


: MERICAN and Japanese ' 'trade" negotiators were  argu- 
À ing in Tokyo this week about whether the Japanese gov- 
ment should commit itself to spend Y415 trillion ($2.7 tril- 
n) or Y500 trillion over the next ten years on public 
rks— irrespective of what happens in the world between 
nd 2000. In an earlier round of these talks on overcom- 
he “structural impediments” to a reduction in America's 
0 billion annual trade deficit with Japan, the Japanese sug- 
ested a ceiling on the number of credit cards Americans 
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ful uei p» bii) sovereignty. 


of the code of conduct, award compensation and, in so 


le barriers isa better subject for Japan and America to talk about de 





could surrender the doubt- : 
y. In the meantime, they 
would have spared themselves and their partners the consid- 
erable inconvenience of being in transit to nowhere. — 








der newspapers to publish precisely-worded apologies—and 


.. dictate where they should appear. It would be financed by 


newspapers but would be appointed by another commission, - 
selected by the Lord Chancellor. If some papers refused to 


obey, it would be backed by law, enabling it to force offenders 


to publish its findings and to recommend compensation. 


Judges galore a 
If there was a “less than overwhelming rate of compliance .. 
with this commission-sated approach, or a “total collapse iry 
standards", the third stage would be brought in. A tribu 
would be set up, chaired by a judge. It could rule on breac 













cases, stop stories being published.: The Calcutt report, 
other words, leaves the door ajar to regulation by a 
which is not a court but acts as a court, armed not with 
but with a professional rulebook. Anyone watching Britai 
judges in recent years can have little faith in their comm 
ment to freedom of the press, or in their understanding 
journalism. To ask them to interpret a journalists’ ruleboo 


would be bad in principle and often hair-raising in practice. 


Judges are fine in their place—which is court. Why not 
concentrate on allowing legal aid for libel cases, with the new 
complaints commission filtering out the frivolous litigant and 
helping the seriously aggrieved? That, plus the privacy pro- 
posals, would provide enough protection for the ordinary 
person oppressed by media misbehaviour. The rich and pow- 
erful can carry on looking after themselves; Britain ne 
more investigative journalism, not less. 





should be allowed to have; that way, they would consume less. 
A little economics is a dangerous thing, especially in the 
hands of politicians who are using it to reach goals they 
should not be aiming for in the first place. 

The structural talks are founded on an accurate observa- 
tion. It is that Japan consistently exports more than it imports 
(and vice versa for America) because it saves more than it 
invests (and vice versa for America). If Japan consumed more, 
and America saved more, the trade imbalances would dwin- 










. dle—especially if desirable microeconomic reforms were in- 
troduced at the same time. Hence Japan's suggestions that the 
American government should shrink its budget deficit, that 
individual Americans should tighten their belts, that Ameri- 
can companies should think further ahead than the next 
quarter and that American children should study harder. 
Hence, too, America's suggestions that Japan should spend 

more on its roads, sewers and the like, modernise its distribu- 

ystem and dust of its antitrust laws. 

ine: this is the kin ‘ion that The Economist, among 

| others, has been urging c Japan. and America for years. Fine, 

- too, that once these talks lead to a deal (as still seems likely), 

the decks will have be 

















z een cleared of the debris of the trade 
_. dispute in time for America’s congressional elections in No- 
vember and the finale of the GATT negotiations in December. 
. But trouble is being stored up by the approach America and 
Japan a are taking to their disagreements about trade. 











into a never-never land by presuming, as sovereign 
ates, to tell each other how they ought to be organising their 
xcieties. In the case of Japan's lecture to the United States, 
ye intrusion is fictitious. President Bush's decision this week 
o eat the words of his no-new-taxes pledge made a strong 
npression on Japan's negotiators. But Mr Bush acted for rea- 
ns of his own, not because Japan was is insisting that America 
uce its budget deficit. 

Japan, though, did act at America’ S behest d that is the 
blem. Doing even desirable. things because a foreign 
wer has pressed you to risks breeding resentment. For now, 


‘ime to split - 





Messy neh it will be, a piriy y bust-up is needed if reform is to continue o 


in the Soviet Union 


4 S LENIN would have put it: iiie! whom? Whether or not 

next week's party congress goes ahead as planned, the 
'esistible forces of change in the Soviet Union are about to 
lide with an immovable object in the shape of the Commu- 
nist party. The Gorbachev years have shown up the party for 

. what it is: an enormous roadblock in the path of reform. Mr 

. Gorbachev's plans to cut down the party's bureaucrats and 

.. break them of their interfering habits have had little effect. 
~The once unthinkable—a formal split between radicals who 
- want to dismantle party controls and conservatives who do 

.not--now looks unavoidable. And a good thing, too. 

— — 5 Thatis not Mr Gorbachev's reaction—at least not in pub- 
< lic. For all his reforming ways, he is a self-confessed Leninist. 
He still thinks the party will be more useful if it hangs to- 
5 gether than if it pulls apart. Even before this week’s talk of 
postponement, there were signs that he was going to have to 
compromise with the conservative majority at the congress. 
By doing so he would almost certainly lose the support of the 
minority radicals, such as the Democratic Platform. They 
want the party to drop democratic centralism—Lenin’s rule 
that orders issued from the top have to be obeyed. Instead 
-they want a more open, parliamentary sort of party, one in 
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first reason is political. The two countries have ven- 


| year, even despite a fall in America’s overall trade defic 


which debate jou be leaned even E 


. though the leading role of the Communist party ha 































consumers. But ps s interest-group | Per is at k 
not doing so itself. Letting America take on the job is a 
way of reducing American-Japanese trust even further. & 
Japanese already speak impatiently of the annual "springt 
ute" of trade concessions that their country has to de i 
the Americans to keep them quiet. | 


The perils T bilateralism | 


The greater reason for worry springs from the false belief 
pecially on the Americans’ part, that the bilateral tra 
ance is of any significance whatever. It is not. It has som 
to say about consumer preferences, but nothing at all : 
Japan's or Ámerica's economic health or prospects. C 
country’s overall trade balance can tell you somethin E: 
that, and it has no role in these talks. A 

~ The bilateral balance is a dangerous indicator as ' 
irrelevant one. Even if America and Japan do everyt 
are talking about, this balance may not move much. By letting 
congressional trade hawks make it the test of any dea b 
Bush risks a new outburst of anti-Japanese protectionism ne 


pan and America have plenty of trade matters to talk abo 
both specific market-opening measures and the broader que: 
tions in the GATT round. For the rest, they would do better to 
concentrate on getting their policies right for their own rea 
sons—on budgets, education, competition and the rest—and 
ee about the bilateral balance. 





It is not just loyalty to Lenin that makes Mr Gorbach 
reluctant to see a split. For the past 70 years party rule. 
been synonymous with firm political control from the c 
and, until recently, with a modicum of economic order, t 
With bits of the Soviet Union threatening to split off and 
economy sinking deeper into chaos, his natural instinct i 
keep a grip on the few institutions that still survive. 


Beached by the tides of history 


A party bust-up would be dangerous. There is not yet 
organised opposition ready to take over the reins of gove 
ment, though one is at last beginning to emerge. A 


written out of the constitution, it still wields enormous p 
through its organisations in industry, the army and the 
What is more, as the victorious conservative counter-attac 
last week’s Russian party meeting showed (see page 60), 
conservatives probably have more than enough votes at n 
week's congress to prevent Mr Gorbachev from getting 
way on just about everything he wants. 4 

Yet appearances begin to deceive. The conservative 























: Gorbachev organised { Sen ele 
ons to a more : independent. parliament last year and de- 
rived the party of its legal monopoly of power, morale had 
umped. Ás nationalist movements in the outlying republics 
nd new democratic parties in Russia have sprung up, the 
'ommunist party has been losing members at an accelerating 
ite. Even last week's victory by Russia's conservatives may 
rove to have been Pyrrhic, Not only will disgruntled mem- 
ers now turn in their party cards, but in some places whole 
party organisations are threatening to quit rather than take 
eir orders from the new fogies atthe top. — — 

. Result: although the hulk of communism is still a looming 
resence in the Soviet Union, the party is increasingly, being 
ollowed out from the inside. Until now, whether out of hope 













AR KLAUS JACOBS has made himself one of the most 
‘A: unpopular men in Switzerland. On June 22nd he an- 
nounced the sale of his eponymous maker of chocolate and 
offee, Jacobs Suchard, to America’s Philip Morris for an esti- 
aated $3.8 billion. As if selling a chunk of the national heri- 






































lected a higher price for his 6096 of the voting rights in the 
firm than that being offered to other shareholders. Because 
Mr Jacobs owns only 34% of the issued share capital, many 
nvestors are crying foul. 

Anglo-American champions of shareholder democracy 
ill sympathise with their complaints, expounding on the in- 
quities of the restrictive, multi-tier share structures that char- 
cterise capitalism throughout continental Europe and 
candinavia. One share, one vote, one price, they will say, is a 
jirer system—even if it gives rise to endless debates about 
nvestors short-term bias (see page 88). Perhaps, but there is 
othing wrong with what Mr Jacobs has done. His shares, 
arrying the votes to control the firm, are worth more by any 
asure than shares without such clout. The firm's "minor- 
" shareholders always understood the restrictions on the 
hares they purchased—or they should have done. Provided 
> rights of the shares are made clear to investors, the rule is 
it always has been: caveat emptor. 

The fuss's significance is rather that investors daik 
| not expect the unequal power of shares to be exploited. 
t now that deals are being done and capital markets are 
ing forced open by 1992 and other levers, the question is 
ether investors will remain content to hold shares which 
e them little say in the running of companies. A spate of 
bellions suggests they will not. On June 27th Continental, a 
st German tyre-maker, narrowly defeated an attempt by 
sident shareholders to rescind a rule limiting any single 
ireholder's voting rights to 596, regardless of their stake. À 
yilar move by Dresdner Bank was blocked in a German 
urt earlier this year. Voting restrictions which permit man- 





reform or fear that it would manage to 5 stand it its s ground, Mr 


s over Toblerone 


harcholders i in continental Europe are rattling their chains 


tage was not bad enough, Mr Jacobs has almost certainly col- 






chat de party would 


Gorbachev has been doing his best to hold it together and 
bring it round. But increasingly his choice is between salvag- 
ing what is left of the party or pushing on with reform. He 
cannot do both. , 

He may not be able to do either. As Eastern Europe's ex- 
perience shows, even communist parties that do manage to 
reform may still not be able to save themselves from electoral 
extinction. If they are doomed, the only question is whether 
they crumple quietly or go with a bang. Unfortunately for Mr 
Gorbachev, Russia's conservatives are not yet about to crum- 
ple. And a bang could still leave too much of the old party 
intact. Further reforms will not be won without a fight. Has 
Mr Gorbachev the stomach for it? 


agers or a small circle of shareholders to exercise control ha 
also met opposition in France, Holland, Italy and Sweden 

Continental European capitalism, which has carefully 
chewed sudden changes in corporate control in favour 
long-term ownership, has served much of Europe well. Bu 
requires the owners to take a lively interest in what the 
agers are doing, for otherwise the quiet, behind-the-scen; 
collapse of European companies can be just as real as t 
more dramatic, Anglo-American sort, and can sometimes b 
harder to correct. The dismal performance of Philips, the 
Dutch electronics giant, provoked a crisis in May only after 
years of managerial drift and because that drift became a pub- 
lic embarrassment. Short of total collapse, Société Générale 
de Belgique, Belgium’s biggest company, would not have 
shaken off its sloth had not Italy's Mr Carlo De Benedetti so 
rudely tried, and failed, to take it over in 1988. 













Paddle your own punt 

The takeover fever of the past decade has provoked a back- 
lash in America and Britain against the short-termism of 
punter capitalism. That, in part, is why Germans, Swiss and 
Swedes look with horror at signs that their proprietorial sys- 
tem may be heading in the Anglo-American direction. 

Yet in Britain and America there are signs that investors 
are seeing the error of their short-term ways. And, on the 
other side, continental capitalism is not going to crumble 
overnight. More likely, the two extremes will converge. Swiss 
investors have anyway not been true proprietors; they have 
been more like sugar daddies, providing cash and comfort 
without demanding too much of managers. What protesters 
are now saying is that they want the right to become more 
involved, whether in an open market for corporate control or 
through a greater say in board decisions. They want firms to 
keep their long-term perspective, but not through voting re- 
strictions and other tricks. A middle way, and a better one. 








How the other halt works 








past two decades brought more 


» often the pay was poor and the job s ni lived. The 1 


iobs for Europe's women. But 


90s will need to 


adapt women better to the labour market—and the market better to them 


O LONGER do Britain's taxmen ad- 

dress their queries about a married 
woman's earnings to her husband. Spanish 
noblewomen have won a court decision— 
subject to appeal—that they, not a younger 
other, can inherit a father’s titles. The. 
nglican Church of Ireland has just or- 
ined its first women priests. Italy last year. 
t its first woman airline pilot. Europe's 
men are moving out of the home, into. 
workforce and into a semblance of 
ality. 
-Women in the European Comann 
, on average, have one fewer child 
ece than 25 years ago. They have more 
om to work—and often more need to. 
marriage has become less common, and 
vorce more so, the single-parent family, 
nce.a.rarity, has become common. Most 
such families—more than 90% in Britain, - 
for instance—are headed by women. 

Equal-opportunities legislation made it 
more. possible for women to work outside 
the home during the flush years of the early 
1970s. Economic recession later made it 
more necessary. Women were 37% of the 
Ec’s. civilian workforce in 1980, but around. 
4096 by 1988. Among them, the Danes, fol- 
Wed by the British, are now, as for decades. 























markedly in other countries, such as Bel- 
-gium and Portugal. Though Spanish women 


are still among the EC's least likely to work. 


outside the home, one-third more of them 
` do so now than in 1980. : 


Quantity, not quality 

. Vomen's share of employment has grown 
. accordingly. Men lost almost 3m jobs in the 
. EC between 1980 and 1987; women gained 
almost as many. This is not pure gain, how- 
ever. It stems partly from the inevitable run- 
down of manufacturing jobs, typically done 
by men, and the rise in services, which em- 
ploy almost. three-quarters of Europe’s 
working women. But it also reflects a strong 
growth in part-time and temporary working. 

This kind of work suits employers look- 

ing for flexibility and lower costs. It suits 
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"past, the most likely to have jobs. But the _ 
proportion of women who do so has risen. 








An ill-used resource 


some- women, enabling them to combine. 
paid work with child-care. But such jobs are 


often unskilled. They generally offer little 
training and no prospect of career advance- 
ment. The pay is usually low, lower than 
that, , pro rata, for a full-time job, let alone a 
man's full-time job. In Britain, women in 
part-time manual work earn only half the 


basic hourly pay of male full-time workers, - 


says that country’s Equal ppestunites 


Commission. 


. Some 70% of the jobs created in the EC 
between 1983 and 1987 were part-time, says 
a report by the Centre for Research on Eu- 


ropean Women. Women hold most of them. 
In all, about 3096 of the EC's working 


women (against 496 of men) work part-time: 


around 6096 in Holland, 40-4596 in Britain 
and Denmark, 25-3096 in Belgium, France 
and West Germany, 10-1596 elsewhere. 
Women also have more than their fair 
share of other unusual work including tem- 
porary contracts, homeworking and helping 


.. ments when their jobs end. Women also suf- 
fer more than their share of unemployment. | 


half of its. unemployed. -Unemployme 


ret Thatcher and [taly's bare-bre 
 liamentarian Ms Ilona Staller, better 



















































(often unpaid) i in family businesses. They a 
prominent in the black economy: sweat 
labour, the trade unions call some of tt 
work, and often—in Italy's back-street 
making, for instance, or Britain’s clo 
sweat-shops—they are right. t 
So the gap between average wom 
and men’s earnings is large. It has shrun 
all countries since the early 1970s and 
directive on equal pay for equal work 
not so consistently since the early 198 
Danish, French and Italian women ma 
workers are nearest to the hourly wage 
their male counterparts; Irish and. B 
women get only about 7096 as much as 
Patchier figures on non-manual hourly ear 
ings show a roughly similar pattern. The 
overall gap remains at least 2596, even w 
out counting men's more frequent overtime 
Low pay is not the only disadvantage. Ir 
Ireland, anyone who works fewer than 18 
hours a week is ineligible for matern 
leave; about half of all EC countries require a 
minimum number of hours a week to qualify 
for equal, or any, social benefits. Temporary 
workers everywhere get no redundancy pay- 


Accounting for a bit more than two-fifths of 
the EC's workforce, they make up more than 


among them is running about five percent 
age points above that of European men... 


Slowly to the top 


The pace at which women are storming n 
bastions is not exactly heady. About on 
third of doctors in Britain, Denmark and 
surprisingly, Portugal are women. B But onh 
1096 of Britain's senior corporate managers 
are, and fewer than 1% of executive direc 
tors. A senior Spanish scientist claims t be 
the only woman in the room as she trave 
Europe to discuss technological colla : 
tion with her peers. 

In two areas women are advancitg 
than is generally thought. Between 
tremes of Britain's buttoned-up Mrs 


as the entertainer La Cicciolina, w 
becoming visible in politics. ^ ^" . 

At or near the top, women are sti 
Mrs Thatcher apart, Gro Harlem Bi 
land, briefly Norway's prime ministe 
only woman in Europe ever elected 
her country. Only two of the 17 (appointe 
members of the European Commission 
Vasso Papandreou and Mrs Christ 
Scrivener, are women. 

Yet women are working their W 
They won more seats than before in 

















ne of the natíona e election 
989. The gain was. 

"here two of the three leading parties estab- 
ished quotas for female candidates. Women 
ke up 3196 of Denmark's parliament and 
9% of Holland's (taking its two chambers 
ogether). In contrast, they account for less 
han 796 of Britain's House of Commons or 
ne French national assembly. Women won 
9% of the seats in the European Parliament 
st year, a three-point rise. 

There seem also to be more women en- 
repreneurs these days, though figures are 
ncertain. In Britain the number of selfem- 
loyed women doubled during the 1980s, 
nd one-third of them now employ other 
eople. In West Germany it is estimated that 
ne in every three new enterprises is set up 
y a woman; the French estimate is one in 
jur. A fair for female entrepreneurs in Ma- 
d last year was well attended. 
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rope needs you 
men's work is attracting increasing at- 
tion for two good reasons. First, it is 
re than ever needed. Europe is running 
ut of new young workers. Only in Ireland 
women having enough babies to replace 
» population. By 2025 there could be 
out 296 fewer people in the EC than there 
The European Commission has calcu- 
lated, for the first nine countries of the 
Community, that if labour-force participa- 
tion kept to the 1985 pattern and demo- 
graphic trends stayed the same, by 2000 the 
labour force in these countries would be 
shrinking by 300,000 a year. If something 
like this is not to happen, more women will 
have to work. Britain's labour force is ex- 
pected to grow in the 1990s; women are 
ikely to account for 9096 of the net increase. 
.' Secondly, even while more women 
Orkers are needed, their jobs are under 
reat as the EC moves toward a single mar- 
t. This may in time bring more employ- 
ent. But, as Miss Pauline Jackson, the au- 





most dramatic in Spain, 












































thor of an excellent report on what the 1992 
programme will mean for women, points 
out, many women work in the industries 
that face the biggest shake-out from Euro- 
pean integration, new technology, and low- 
wage competition from outside Europe. - 
Women make up 4596 or mote of em- 
ployees in such industries as clothing, tex- 
tiles and footwear, toys and photographic 
equipment. They are less numerous in other 
sensitive industries such as industrial and 
consumer electronics, but still fill the major- 
ity of the manual, assembly-line jobs. And if 
unemployment strikes, married women are 
even less free than are their husbands to 
move house in search of work. _ ay 


Reshaping the job market 
Women’s interest groups and employment 


experts are shifting away from hammering 


home the message of legal equality to argu- 
ing for practical reforms to enable more 
women to work more productively: 

Several governments are moving to 
ditch income-tax systems that bear relatively 
hard on a wife's earnings. Harder to solve 

= are the unavoidable conflicts 
between employment policy 


hold—couple or single-par- 
ent—is receiving welfare bene- 
fits, these will often be cut if 
the woman goes out to earn ex- 
tra money. Given the time and 
the extra costs, and the low 
wages that are the best many 
women can hope for, she may 
well ask why she should 
bother. Equally, the greater so- 
cial protection that the EC's so- 
cial charter recommends, and 
that some governments have 
already provided, for part-time 
or temporary workers is fine 
for those who already have 
such jobs; but it may well dis- 
courage employers from hiring 


and welfare policy. If a house- 
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he. biggest obstacle to women's 
work, however, is the need for child-care. EC 
countries vary widely in the extent to which 
the state looks after children below school 
age. Mid-1980s figures from a 1988 study 
done for the European Commission show 
this, and its effects. In France, Belgium, Italy 
and Denmark, more than four-fifths of chil- 
dren aged three to five get at least some day- 
time care at the state's expense. Those are 
the countries where the most mothers of 
children under five work full-time: 4596 of 
Danish mothers, 3996 of Belgian, 3896 of 
French and 3496 of Italian. In Britain only 
about two-fifths of such children get any of 
this state care, and under 1096 of the moth- 
ers concerned have full-time jobs. 

Care for pre-school children is not the 
only need, however. Most schools' working 
day ends before that of a typical employer. 
So young children at least need to be looked 
after somehow in the afternoon, while their. 
mother may still be at work. | 

Most countries are now taking som 
steps to improve the quantity and quality 
child-care. In Spain, where state-finance 
nursery schools already look after two-thir 
of all three-to-five-year-olds, a new educ 
tion bill promises total coverage. Some 
Holland's main cities have changed sch 
hours, or added extra supetvised activiti 
to bring them more into line with no 
work days. The British government has ju 
allowed employers to treat the cost of pr 
viding worksite creches as a business ex! 
pense, while employees will not be taxed on ^ 
the benefit. Several countries (though not 
Britain) allow parents a tax deduction for 
other forms of child-care costs. 

The invention of statutory maternity 
leave (and in some countries paternity leave) 
has made it easier for women to have chil- 
dren and go back to work. All countries pro- 
vide for maternity leave, variously defined 
and paid, though not for everyone. ~ N 


for example, has recently increased its lea 
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EUROPE'S WOMEN 





So Vasso Papandreou... 


to 16 weeks at full pay, and allows the father 
to take four weeks of it. Most countries, 
though not Britain or Ireland, also offer 
some sort of all-purpose parental leave. 

Flexible working hours, for either par- 
ent, can make a big difference. This prac- 
tice— you work 36 hours a week, but, ex- 
zept for core times when you must be 
present, it is up to you which hours they 
are" —has increased in most countries, espe- 
zially in the public sector. It is not a system 
“hat many commercial employers fancy. But 
t could do much to open jobs to women. 
And as more workers find themselves look- 
ng after old parents, flexibility will be of 
double value. 

Even if all these practical difficulties can 
2e overcome, many women still lack the 
skills to get into (or return to) good jobs. 
The trouble starts at school. In Greece and, 
20 a lesser extent, Portugal, illiteracy among 
women is still seriously higher than among 
men. More widely, the issue is who studies 
what. The school-leaving age is the same ev- 
erywhere for girls as for boys. And these 
days about as many young women as men 
get higher education too (though not in all 
countries: even in the mid-1980s women 
lagged behind in countries as advanced as 
West Germany, Holland and Britain). But 
boys are likelier than girls to study subjects 
that will help toward a skilled job. In Britain, 
boys were twice as likely as girls in the mid- 

980s to sit “A-level” examinations (for 17- 
vear-olds) in mathematics and almost four 
times as likely in physics. 

France, Spain and others are trying to 
coax girls into school subjects, and then into 
professions, in which they are under-repre- 
sented. In Britain and France government 
end business are working together to in- 
crease the number of women technicians 
and engineers. Greece, Spain and West Ger- 
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many are among those that subsidise 
companies to recruit and train 
women. Dutch and British companies 
are setting up worksite nurseries. Ger- 
man companies including BASF and 
Audi have guaranteed re-employ- 
ment to female workers who leave for 
domestic reasons, and encourage 
them to keep up their skills by stand- 
ing in for absent colleagues mean- 
while. 


Counting the costs 


Helping more women into better jobs 
at higher pay is all very well, but it will 
have its costs. These are more than fi- 
nancial. State-subsidised creches and 
nurseries will have to multiply in 
most countries, and to improve in all. 
Yet it is not only reactionaries who 
suspect that little children lose some- 
thing by spending eight hours a day 
away from their mothers, however 
good the alternative. With divorce, 
drugs and delinquency on the rise, 
protecting the family unit must also deserve 
some priority. 

The economic adjustment will not be 
easy. Women have been a convenient source 
of cheap labour for European employers. 
Their wages will have to rise. Few companies 
will have the nerve to take the opposite road 
to pay equality, real-wage cuts for men 
(though Marks & Spencer, a leading British 
retailer, is trying: while British prices soar, it 
recently announced a three-year (money) 
wage freeze for its warehouse jobs, typically 
held by men). So, in the short term, women 
may find they have won higher wages but 
have fewer jobs. Social protection for part- 
time and temporary workers could have the 
same effect. 

A good deal will depend on attitudes in 
Brussels. The European Commission is 
likely to push hard now for practical 
changes in working conditions, as it did ear- 
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lier for a legal framework to guarantee equal 
opportunities and pay. Spurred by an in- 
creasingly assertive and increasingly female 
European Parliament and, from September, 
by a new Brussels-based pan-European wom- 
en's lobby, the commission has two instru- 
ments to hand. 

It is now discussing plans for a new five- 
year (1991-95) action programme for equal 
opportunities. The social charter, vigorously 
pushed by Ms Papandreou and accepted, as 
a set of voluntary principles, by all heads of 
government except Mrs Thatcher at the 
Strasbourg summit last December, also 
touches on women's issues, and the commis- 
sion's work programme to implement it 
makes these goals specific. High on the list 
are favourites, previously blocked, like a 
proposed directive on parental leave. A rec- 
ommendation on child-care is among the 
suggested new initiatives. 

The commission will have to tiptoe 
more carefully on these issues, though, than 
it has in the straight job-and-pay crusades o 
the past. Even among its own officials som: 
question whether the EC has competence 
under the Treaty of Rome to prescribe in so- 
cial matters such as child-care. The Britis 
government is sure it does not. Recomme 
dations rather than directives may be t 
outcome. 

In the end, it is Europe's governmen 
and the societies they represent—especial 
the employers—who must make up the 
minds. How far, how fast and how expen 
sively—for the costs will come before the 
gains do, and, as with most social advance, 
they will be enduring costs—are they pre- 
pared to act so that men and women can 
compete in Europe’s labour market on equal 
terms? Or are they content to see that mar- 
ket go on giving most of the best jobs to 
men, while it increasingly divides women 
into those with a career and those scrab- 
bling for an occasional piece of work? 
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... thinks women can do men’s work, does she? 
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After years of political and. economic isolation, South Africa is once again emerging on the 

international business stage as a player worth watching. Conflict is giving way to cooperation. as 
the country's political giants, ‘the ANC and National Party, prepare to negotiate a new political — 
dispensation. For international companies, the question is no longer will sanctions be lifted, but . 
when? Corporate strategists are now more concerned with the shape of a post-apartheid South - 26 





Africa. Will it remain strongly: free Pepan Or will it follow other African countries down the 
socialist road? ; 

To examine what these. issues mean for business, , Business international is organising a 
major one-day conference in London on September 20, 1990. For the Conference, we have 


" 





brought together a distinguished panel of speakers who will address the key issues that will 
determine whether So h Africa’ s vast pone ial can be realised. A s 


-BAREND DU PLESSIS - Minister of ^. | BOBBY GODSELL - Director, Industrial 


Finance and leader of the National Party in Relations and Public Affairs, Anglo American 
the Transvaal — — . Corporation _ 

> THABO MBEKI - Secretary for > JAN STEYN - Chairman, Independent 
international Affairs, African National : . Development. Trust. | 
Congress. m > CONRAD STRAUSS - ‘Managing Director, 

>» CHRIS STALS- Governor, South African _ Standard Bank Group E 
Reserve Bank — © » JOHNKANE-BERMAN - Director, South 

» ANTHONY SAMPSON - Author and nx T African Institute of Race. Relations m 

| Journalist —. . ^. | > GRAHAM HA TTON - Director, South Africa 













>. WILLAM DUNNING - Vice President, — . | Services, Business Intematianal 
Caltex Petroleum Corporation and — 
Chairman, Industry Support Group 





© Standard B 


oo INFORMATION AND ADVICE 





tasses essasessheseesese esset oesesesss sess sess estes e sostiene e testes dee nennen ntu 
Registration Form | TE Payment 


| Corporate Strategles For a Changing South Africa . The registration fee for this conference is £575 (plus 15% Vat) - 
- September 20, 1990, The Meridien Hotel, 21 Piccadilly, - 2nd participant from the same company £370 (plus 15% Vat) 
. London W1V OBH . Number of attendees... 
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Fe 1988/ 89 was a very” 
successful year for the Degussa 


Group. Earnings ~ especially at the 
| Group level = showed a. substantial 
- increase over the already strong ` 


results of the year-earlier period. 
Net income for the Group surged 
20% and for the parent company 
9%. These results stemmed from 
another. excellent. performance by 


thet hemicals : Sector, from a sharp 


increase in profitability by the 
" Pharmaceuticals Sector, and from 


-ani overall improvement in earnings ; 
“from the Metals Sector. - | 


The year's performance enables 

us to increase the-dividend from . 

DM 10.50 to DM 11 per nominal - 

DM 50 share. DM 30 million were 
allocated to the reserves (DM 25 
million the previous year). 


Group Sales Advance 
Consolidated sales rose 6% to 
DM 14.4 billion, Excluding trading 
in precious metals, worldwide sales 
were up.11?5. Foreign sales. 
accounted for 74% of the total, a 
slightly higher proportion. than the 
year earlier. In both the. Chemicals - 


increased 12.1% The Metal $ Sector 
lifted sales by 1.5 96. 

Sales í in hae Germany grew 
E 2 % tc DM on E 









| . | Western European markets by . 
reaching over DM 3.9 billion in 
. .. Sales. In North America, we boost- 


~~ ed sales 10% to.more than DM 41. — 


- billion, of whic ! precious metals 


. trading accounted for some DM 16 . 


billion. 





ments forthe oup were up 
18 % and for the parent company 


be 3 pum and 





M milon 


equipment, and intangibles 2 009 


- Investments | | 486 


Total non-current assets ^. 2,495 


inventories QUU 1,672 





Cash and receivables 4 2464 


Total ct current assets . 4085 
Total 6,631 


- | Consolidated Balance Sheet as s of Se t m e i 
l ASSETS LIABILITIES and SHARE- 


HOLDERS EQUITY 


DM milli ion | 





[sued capital stock - ES 365. 
gessi 958 
Profit available for dividend 80 





nearly 22 % at DM 229 million. As 
.. in previous years, the major part 
^ wás invested in domestic produc- 

tion facilities, although the foreign 


proportion has been steadily rising. 
Financial investments in the 


. Group amounted to DM 108 million 


(DM 85 million during the year- 
earlier period), primarily for capital 


increases in associated companies. 


Research 

.— Group outlays for R&D, includ- 
. Jingnew research facilities, rose by 
- -.13% to DM 422 million. In the 
and Pharmaceuticals Sectors, sales — Metals Sector, efforts were concen: 

-trated ori precious metal refining, 

precious metal preparations, mate- - 
rials for electronics, sensors, metal- 
7 lurgical ¿ and metallographic process 
engine 


: . E equipment for new technologies. In 
position i in other - equipment B 





ering, and special plant and 





chemicals, the emphasis was again 
on catalysis and biotechnology. 
in pharmaceuticals, our focus 


was on research in the areas of - 


cancer, respiratory disorders, pain, 


and infections. Degussa has 2,900 
: people working in R&D. 


Staff 
. Degussa's staf was increased 
by 1,279 to 33,698. This rise in- 
cludes 232 employees of Degussa 


Carbon Black in the U.S. 





etals. Chemicals. Pharmaceuticals. 





Shareholders’ equity - i. A03. 
‘Accrued liabilities ^— 1,897 
. Longterm liabilities — .. 483 
Shortterm liabilities . | . 2848 
Total 6,631 
Excerpts from the - 
Consolidated Statements m 
of of Income. in DM. million l 
Sales | 14357 
Cost of materials |... 9818 
-Payroll costs ^ ^ 2,486 
Depreciation | 4l 
Income from investments 58 
Taxes on income 163 
_ Net income 20,475 
Outlook. | 
At the start of anew een 


we at Degussa have many reasons 
to be optimistic about our future 
development and performance. 
Our activities in metals, chemicals, 
and pharmaceuticals have been 
going from strength to strength, 
and our solid gains in sales and 
results point toa successful course 


of business i in the years to come. 


-For a copy of our 1988/89 
Annual Report in Eit ode 
write to: 


Degussa AG 


Offentlichkeitsarbeit © 


PO. Box 110533 


 D-6000 Frankfurt u | 
Federal Republi of Germany 
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The defanging of China's 


reactionaries 


FROM OUR CHINA CORRESPONDENT 


ANG LIZHI, a bespectacled 54-year-old 
astrophysicist, this week became a visit- 
ing fellow at Cambridge University, free to 
bicycle along King’s Parade or risk a ducking 
while punting on the Cam. This will make 
quite a change of scene. For just over a year 
Mr Fang and his wife, Miss Li Shuxian, a 
physicist herself, had seen nothing but the 
inside of the American embassy in Beijing— 
here they sought sanctuary last June as fu- 
itives from post-Tiananmen “justice”. Why 
id China’s stern leaders at last relent and, 
n June 25th, allow an American military 
ircraft to carry their country's best-known 
idents into exile? 
China had its official explanation ready: 
view of the signs of repentance by Fang 
izhi and Li Shuxian and their illness and 
t of humanitarian considerations, the 
ijing Public Security Bureau has decided 
o allow them to go abroad for medical treat- 
ment." Mr Fang is said to have high blood 
pressure and to have suffered a mild heart 
attack, but his illness smacks of the 
diplomatic. That suspicion is con- 
firmed by one of Mr Fang's sons, who 
says his father is in excellent health. 
Repentance by Mr Fang and Miss 
Li? Hardly. Mr Fang's only crime is to 
believe in democracy and free speech. 
His convictions have cost him dearly 
r the years. He was expelled from 
e Communist party in 1957 during 
the "anti-rightist campaign" that fol- 
lowed Mao's phoney "hundred-flow- 
ers" liberalisation. He was reviled and 
sent to the countryside during the 
cultural revolution ten years later, ex- 
pelled again from the party after a se- 
ries of pro-democracy speeches in 
1986 and burned in effigy last year by 
government-backed demonstrators. 
However much he and his wife 
tried to avoid involvement in the de- 
mocracy movement last year, hi 
ideas—from the irrelevance of Marx- 
ism to the need to free political pris- 
oners—were an obvious inspiration 
to the demonstrators. They were also 
viewed as a personal insult by China's 
senior leader, Mr Deng Xiaoping. 
Yet in the end Mr Fang gave up 
nothing. America tactfully spared 


China some embarrassment by agree- 
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ing not to be his place of exile. But Mr Fang 
declared only that he was opposed (as he has 
been for years) to the "Four Cardinal Princi- 
ples" —the socialist road, the people's dem- 
ocratic dictatorship, the leadership of the 
Communist party and the supremacy of 
Marxism-Leninism-Mao-Zedong-thought. 
The Chinese may consider this a form 
of repentance—since the principles are in 
the preamble to China's constitution, Mr 
Fang is admitting a form of treason—but for 
the scientist it is a simple statement of fact. 
Mr Fang also promised to "refuse to partici- 
pate in all contrary activities whose motive 
lies in opposing China". Not much contri- 
tion there either: Mr Fang has always distin- 
guished between China and its government. 
What then of the government's “hu- 
manitarian” motives? Mr Fang is only the 
latest, if most celebrated, prisoner to be let 
out. In May China released 211 activists 
from jail, and on June 6th, two days after the 
anniversary of the massacre, another 97. But 





And so to Cambridge 


the government admits that it still detains 
well over 300 people for calling for democ- 
racy a year ago, and thousands more are still 
in prison for expressing earlier unappr 
thoughts. The truth is that China is lenient 
when it has to be. The May releases came 
while President Bush was debating whether 
to renew China's most-favoured-nation 
(MFN) trade status; those in June when the 
world was angrily recalling the events of a 
year ago. 

This points to the real reason for Mr 
Fang’s release—and its significance. Foreign 
pressure on China, foreign interest in 
relations with China and the stirrings of a 
reformist comeback in China have com- 
bined to crack open the door that the Chi- 
nese slammed shut a year ago. 

China has been hurt more than it will 
admit by economic sanctions. The with- 
drawal of most credits by western countries, 
the IMF and the World Bank came at a vul- 
nerable time for the Chinese economy. Not 
only does China have a foreign debt of $44 
billion to service; it has also been suffering 
hard times at home because of a two-year- 
old government  austerity programme. 
While it was weighing what to do with Mr 
Fang, China was aware that America's Con- 
gress was debating moves to modify Mr 
Bush's MFN decision. It was even more con- 
scious that, on July 9th, the rich coun- 
tries of the Group of Seven begin 
their summit meeting in Houston. 
They would need a sign of change if 
China were to be brought back into 
the comforting embrace of financial 
credits and friendly diplomacy. 

The G7 leaders may not need 
much persuasion—at least to provide 
a helping hand, if not a full embrace. 
Stuffy old China is no longer the 
world's favourite communist. But it is 
still a nuclear power with 3m men un- 


under its control and the ability to 
wreak mischief throughout East Asia. 
President Bush is conscious— 
many say too conscious—of China’s 
geopolitical significance. He was 
quick to send emissaries to China last 
year to reassure the Chinese after the 
imposition of sanctions, and there 
was never much doubt about the MFN 
decision. A gushing White House 
statement welcoming the release of 
Mr Fang said, “This humanitarian ac- 
tion is a far-sighted, significant step 
that will improve the atmosphere for 
progress in our bilateral relations.” 
The future tense is rapidly be- 


coming present tense. Within hours — 


der arms, a fifth of the world's people — 
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ils. Next cing fort d en cM will 
ot the bill for a visit from Mr Zhu Rongji, 
e mayor of Shanghai, and five other 









operation to prepare Hongkong for its 
handover to Chinese sovereignty in 1997, 
shares Mr Bush's instincts. Her government 
was glad to welcome Mr Fang; and next 
month she sends a junior foreign minister, 
Mr Francis Maude, to rene arpir the 
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A short pause 


FROM OUR CHINA CORRESPONDENT 










































RE the dancers missing a beati in the 
L M illicit minuet between Taiwan and 
China? Last week Mr Wang Yung-ching, 
the richest man in capitalist Taiwan, re- 
lcs gd to his government's pressure 
and apparently abandoned plans to in- 
Vest $7 billion in a petrochemical com- 
plex in Xiamen, on the communist main- 
land. Yet Chinese sources were quoted 
in Hongkong this week as insisting that 
‘Mr Wang, a 73-year-old self-made bil- 
= lionaire, will go ahead with at least part 
of the project whatever the Taiwanese 
- authorities think about it. 
J|... It is easy to see why. Mr Wang’s For- 
| mosa Plastics Group needs more naph- 
] ^ tha-cracking capacity, but its attempts to 
| build a new cracker in dreadfully pol 
| luted Taiwan have been thwarted by an 
| aroused environmental lobby. The main- 
| land provides an obvious solution for Mr 
| Wang and many other Taiwanese busi- 
-. nessmen: it has no pollution controls, la- 
bour costs are a twentieth of Taiwan’s, 
and Xiamen and the rest of Fujian prov- 
ince are desperate to attract. capital and 
technology from across the strait. 
. . Such temptations of mutual advan- 
|| tage long ago broke the back of Taiwan’ s 
| official policy of "the three noes"—no 
© contact, no compromise and no negotia- 
tion with the mainland. Since October 











Ching-kuo relaxed the policy, more than 


of 20m) have visited the mainland. 


;" Trade and investment remain illegal, 


with Taiwanese exports predominant, 


n. faster than either America’s or J 
pan's. Even a blind eye may soon be ui 
ecessary, if the conciliatory. words 
resident Lee Teng-hui at his inaugut: 
tion. in May are anything to go by. ` 














1987, when the late President Chiang 


300,000 Taiwanese (out of a population. 


but Taiwan's government turns a blind. 
e to transactions through shell compa- - 
s in Hongkong and Singapore. Trade. 
etween the island and the mainland, 


now runs at more than $4 billion a year. . 
Taiwan's investment in the mainland is 


worth at least $1.1 billion and is flowing. kd government does force him to give up on 


The trouble with Mr Y.C. Wang, 
therefore, i is not that he is moving ina 
direction his. government dislikes but’ 
that! hei is s jumping the gun—and his early 3 


has made several visits to the mainland 
this year, is stretching the rules no fur- 
ther than his compatriots: Formosa Plas- 
tics would funnel its investment through 
a Singapore subsidiary. But the naphtha 
cracker would be backed by 34 interme- 
diate petrochemical plants. Textile fac- 
tories are one thing, but, in the view of 
government hardliners, holding ' 'strate- 
gic" industries hostage to the mainland's 


political whims is another. So the gov- 


ernment “has quietly threatened Mr 
Wang with criminal prosecution if he 
goes ahead and privately advised Tai- 
wanese bank 
venture. | -— 

Has Mr Wang dise TEN 








S to refuse him loans for the 


|. Probably not. He is a clevet man with a 
: history. of gne (and financial help) to 










'aiwan's ruling Kuomintang, Even if the 





his plans, it may feel obliged to over-rule 
local protests and find Formosa Plastics a 
site in Taiwan. But the plans are not. 
ead yet. With the blessing of the prime 


Í 
| 
| 
| 
i 
| 
start is too big to ignore. Mr Wang, who 
| 
inister, General Hau Pei-tsun, a delega- | 








tion of 100 leading Taiwanese business |. 
men set off for Beijing this week. One | 
«item on the agenda is safeguards for Tai- i ; 
wanese investments in China. | 
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"Mrs Thatcher, who needs Chinai co | 


European Community: $ official ban on min- x 
isterial visits, — ^ ^ 
Japan, however, is likely to i China’ s 
greatest champion in Houston. The Japa- 
nese foreign ministry carefully said that Jæ 
pan was “not thinking at this moment of 


giving the ‘go’ sign" to a five-year loan pack- 


age worth ¥810 billion ($5.4 billion) that it 
suspended last year. But the prime minister, 

Mr Toshiki Kaifu, has already described the 
release of Mr Fang 2 as "a signal from the Chi- 
nese side". After the half-fiasco of the Cam- 
bodia peace conference they organised in 
early June, the Japanese are acutely aware of 
the extent to which diplomacy in their part 
of the world depends on .a* co-operative 





China to make much progress. - 


That is a strong pro-China line-up. If 
the pressure does ease a bit at Houston, the 


China that edges its way back into the world 


may be a slightly less harsh one than the 
China that withdrew into itself last year. 
Some see the rumoured transfer from pris: 
to house arrest of Mr Bao Tong, the form 
assistant to the disgraced party boss, M 
Zhao Ziyang, as a sign that reformers are o 
the rise again. It would not be so surprisi 
if hardliners like the prime minister, Mr 
Peng, were a bit out of favour. He 
squeezed most of the inflation out of 
economy, but at the cost of the first fall 
rural incomes since Mr Deng liberalised 
economy in 1978. 

Time is working for the liberals. 
Deng is 85 (though, it is said, robust enoug 
to be watching World Cup matches on tel 
vision into the small hours). President Yang 
Shangkun is 83 and in hospital after an ap- 
pendix operation this week. With an eye to 
the imminent struggle for the leadership, Mr 
Li Ruihuan, the party's ideology and propa- 
ganda chief, said earlier this month: "We 
cannot substitute the principle of 'distribu- 
tion according to work’ with the ‘spirit of 
utter devotion' advocated by [some in the 
party]; nor can we oppose the former v 
the latter.” It is the kind of thing Mr Zhav, 
and a younger Mr Deng, used to say. 

















Japan and America 


A cautionary tale 


FROM OUR TOKYO CORRESPONDENT 
OOT-DRAGGING followed by an 
l Hth-hour deal: the only way Japan ever 

does anything, complain American trade 


| . negotiators. They are complaining again 
this week. The "structural impediments ini- 
 tiative" (si) talks, which have been going on 


for almost a year now, were supposed to get 


away from all that. Enough acrimonious 
“haggling over the. boring details of 
microchips, cellular telephones and rice: 
let's talk instead about the broad e economic 





While the three separate anti-lock brake 


systems can get them out of all sorts of tight 


ur new tankers shou 


corners 


make Tite Sater fot ER 


benefit from these and other safety features 


Which ght to make all road-users rest 


everyone on the road. sees 


Helping to improve road safety is one of the 


You may not recognise this little fel unwittinglv from their things BP is doing today for all our tomorrows. 


immediately. But if vou drive ; ve With this kind of | in mind, BP ts 


certainly run across a road reflector before designing new | protile petrol tanker: 


High winds, wet roads of tight bends can A lower centre ol gives them 


cause the most level-headed drivers to stray unswerving lovalty in - conditions For a |] Ou r tomorrows. 
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KLM is the first major airline to introduce a true European 
Business Class. Because we're always improving to keep pace 
with your higher level of expectations. 


New: a permanent partition is now being installed 


between Business and Tourist Class to ensure your privacy to work and relax. 


We are also removing one seat per row, to make room for wider seats. 


All spaced comfortably 2 by 3. Five abreast on our B737s (completed by end 
of June). And seven on our A310s (completed by mid September). 


"Mores 
in Europea 


“Count on ł} 
W 1 d vii. 
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Still more news includes monitors for more viewing pleasure on most _ 

of our B747s, plus ITN News to keep you informed as you cross continents. 
We also doubled the music programs for your favorite classical, pop or jazz. 
In fact you can expect a lot of good news from KLM as we continue 

to meet your expectations. Test us, try us, fly us. 
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+ TURKEY ON TRIAL | 
‘Turkey is entering a period of acute polit- | 
deal uncertainty, in which its credentials 
as a democracy and an economic power will | 

e put to the test. This Briefing explores | 
whether Turkey can expect weak or strong | | 
government to 1992 and beyond and how | 
internal power struggles might be resolved. | 

ebruary 1990. 52 pages. No.2023. 


* GERMAN POLITICS 

<C AND THE GREEN CHALLENGE 

‘The coming general election in Europe's largest economy will be fought 

in part over environmental issues, This Briefing describes the policies 

that could come into force in Germany from 1991, setting Europe's 
nvironmental agenda for the 1990s. April 1990. 44 pages. No.2032. 


* CHINA AGAINST THE TIDE 
China's gerontocracy is struggling to hold back the wave of reform 
I which has flooded other erstwhile communist countries. This Briefing 
] identifies China's potential new strongmen and considers how long the 
| country 8 trading partners might have to wait for the reformers' return. 
February 1990. 43 pages. No. 2025. 
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NCE upon a time a Japanese prince fell in love. "But how could I marry you,” said 
the girl, "for you are the son of the emperor, practically a god?” "Second son," 


said the prince, a precise man. “And I am only a professor's daughter," said the girl, 
“and although I am truly Japanese I was brought up in America where | watched 
‘Sesame Street’.” 

The prince took the problem to his father, who brooded over it on his Chrysan- 
themum Throne and consulted the highest and wisest in the land. Much cherry blos- 
som bloomed and fell before they pronounced their happy verdict. Yes, the prince 
could marry his commoner. It would show the world that Japan was not just the coun- 
try of the Sony Walkman, the trade barrier, the mighty yen and the apology for the 
Pacific war. Japan could also beat the world at Cinderella stories. That is why Prince 
Aya, 24, and Miss Kiko Kawashima, 23, were marrying on Friday June 29th and were 


determined to live happily ever after. 


to spend) that create the trade imbalances. 

It was a nice idea but it does not seem to 
have worked. The Americans have become 
angrier and more frustrated as agreements 
they thought they had reached have fallen 
apart in their hands. The Japanese are 

ouldering about the face-losing conces- 
öğ- they have had to make over what they 
consider internal matters of national: life. 
The most recent sii talks, in Tokyo on June 
25th-28th, were billed as the fifth and final 
round. They almost weren't. 

It had all seemed settled in the spring. 
After trade talks had stalled, President Bush 
telephoned the Japanese prime minister, Mr 
Toshiki Kaifu, and invited him to an im- 
promptu summit in Palm Springs, Califor- 
nia, in March. They made an agreement on 
su. Japan's government would introduce a 
package of reforms to make it easier for for- 
eigners to sell their wares and invest in Ja- 
pan. It would also spend much more on the 
country's lousy infrastructure—helping to 
close the savings-investment gap and (pre- 
sumably) suck in more American goods. 

For its part, America would shrink its 
government budget deficit, offer Americans 
incentives to save, spend more on education 
and encourage exports. A preliminary deal 
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was signed in April. In Japan Mr Kaifu was 
feted as a statesman. His rating in the opin- 
ion polls has been rising ever since. 

Then everything went wrong. First, Jap- 
anese bureaucrats badly misunderstood the 
meaning of the decision of Mrs Carla Hills, 
the American trade representative, not to 
arraign Japan as an “unfair trader” under 
section 301 of the American trade law. This 
was meant to encourage a smooth final deal 
under sil; Japan took it to mean the heat was 
off. Japanese feet dragged conspicuously at 
the Sti meeting in Hawaii in May. 

The Japanese finance ministry then 
weighed in. Its worthier motive was horror 
at the unrestrained spending on roads, 
parks, sewers and the like that was being dis- 
cussed. The finance men have spent a de- 
cade weaning the government off its depen- 
dence on deficit financing. Even so, 
government debt stands at Y164 trillion 
($1.1 trillion) and rising, a bigger proportion 
of GNP than the American government's. 
The finance ministry was aghast at Ameri- 
ca's demand that Japanese spending on in- 
frastructure should rise from last year's 
6.4% of GNP—by far the highest proportion 
in the OECD, though adding to a far smaller 
stock of public capital—to 10% by 2000. 
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Fair enough, but the finance boys then 
proved themselves as mercantilist as the — 
next American congressman. They began _ 
trumpeting the idea that Japan owed it to — 
the world to maintain a big current-account 
surplus, to provide the needed capital for — 
such worthy causes as rebuilding Eastern — 
Europe and even China. That is when the — 
American government exploded. 

The repair work was carried out by poli- 
ticians. The backstage maestro of Japanese — 
politics, Mr Shin Kanemaru, took the lead. — 
Mr Kanemaru heads the biggest faction in 
the ruling Liberal Democratic party. At 75, 
he has no prime ministerial ambitions of his. 
own, but he likes giving orders to prime : 
ministers. High-level missions were sent 
across the Pacific: More to the point, Mr _ 
Kanemaru went around suggesting that the 
government ought to spend at least 450. 
trillion on infrastructure over the coming — - 
decade—conveniently between the Y415 
trillion that the finance ministry said it - 
could live with and the ¥500 trillion the ` 
Americans had wanted. , 

Mr Kanemaru's artistry made possible 
Thursday's compromise: a total of ¥455 tril- 
lion in public-works spending, plus sundry 
other pledges on both sides. President - 
Bush's timely announcement that he was — 
now willing to raise taxes—allowing Japan 
to claim that America, too, was changing its — 
ways—helped a lot. In the end Mr Kaifu 
could take credit for the “political decision” — 
needed to clinch a deal with the Americans. 
Mr Kanemaru had his own reward: proof to 
the people who care about such things that 
it is he who holds the reins of power. 

The hidden sweeteners? One rumour is _ 
that Japan will be paying more of the cost of — 
keeping American troops in Japan. Another _ 
is that AT&T could well find itself winning a — 
big Indonesian telephone contract that Ja- — 
pan’s NEC has, until now, been strenuously 
fighting it for. A third is that Citibank is go- _ 
ing to find it a lot easier than expected to 
open a larger network of retail branches 
throughout Japan—and maybe one day to 
own a Japanese bank of its very own. $, 

The not-so-hidden cost: that thesi talks — 
are going the same bitterness-producing way 
as all the other trade negotiations between 


Japan and America. 





Malaysia 


Money-machine 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


INCE the middle of June Dr Mahathir 

Mohamad has been campaigning hard  - 

in the 11 states of peninsular Malaysia. This — 

is the third such tour the prime minister has | 
made this year. The assumption is that he _ 
plans to call an early general election—one — 
is not due until October 199] —and intends - 
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to leave nothing to chance. 

Dr Mahathir is worried about the loy- 
alty of Malays to his United Malays National 
Organisation (UMNO), the main party in the 
ruling coalition. Malays make up about half 
the population of Malaysia, but utterly dom- 
inate politics. To continue running the rul- 
ing coalition, UMNO needs the support of at 
least two-thirds of Malays in the peninsula 
(those who live in the Borneo states of Sa- 
bah and Sarawak have their own loyalties). 

But Malays are divided. In 1987 a for- 
mer colleague of Dr Mahathir, Tunku 
(Prince) Razaleigh Hamzah, formed a break- 
away group called Semangat '46 (Spirit of 
'46). It objects, among other things, to what 
it considers the prime minister's authoritar- 
ian ways. Semangat will fight the coming 
election. It is unlikely to beat UMNO but, 
alarmingly for Dr Mahathir, it has won 
about 40% of the vote in by-elections. 

Tunku Razaleigh has money, the key to 
winning votes..He is a member of the 
wealthy royal family of Kelantan state. But 
UMNO can call on much more. The party 
used to rely on secret contributions from 
Chinese who, in return, were allowed to run 
Malaysia's business. One of the effects of the 
countrys New Economic Policy—intro- 
duced in 1970 to give Malays a sizeable share 
of business—has been to create a new class 
of Malay capitalists. What harm, says the 
party, if these new tycoons also happen to be 
good UMNO men? 

At the centre of the web of interlinked 
businesses that this policy has helped to cre- 
ate is Mr Daim Zainuddin, Malaysia's fi- 
nance minister. He is also UMNC's treasurer, 
a businessmen in his own right and a close 


“friend of Dr Mahathir: they were born in 


the same village in rural Kedah. Mr Daim is 
piloting through a scheme designed to 
merge several companies tied to UMNO and 
at the same time increase their profitability. 
If the scheme is approved by the country’s 
takeover panel, it will generate a capital gain 
of around M$440m ($160m), which should 
pay for a lot of electioneering. 

The plan will transfer UMNO's control- 
ling interests in 12 publicly-quoted compa- 
nies and another 19 large unlisted ones to 
Renong, a small property company with no 
ties to the party. With this device Mr Daim 
hopes to stymie repeated attempts by Tunku 
Razaleigh's faction to claim a share of 
UMNO's assets. Some of the cash will also 
help to keep the party's bankers at bay. At a 
recent court hearing the party was ordered 
to sell its headquarters unless it serviced 
debts of M$369m. 

The ins and outs of the party finances 
are of little interest to Malays, especially 
those in the rural areas. Farmers have been 
the main beneficiaries of central govern- 
ment spending, which topped 40% of Gpp 

year (compared with 1496 in 
neighbouring Thailand). In the towns too 


voters are doing nicely. Industrial invest- 
34 


ment in the first four months of this year 
was M$17 billion (compared with M$12 bil- 
lion for the whole of 1989), and Gnp looks 
set to keep growing at more than 896 a year. 
[n these circumstances another vote for Dr 
Mahathir will probably seem sensible. 





The Koreas. 


To the summitette 


re building is optimistically labelled 
the South-North Dialogue Office. lt 
contains one of the few direct telephone 
lines to North Korea. One morning this 
week the telephone rang for the first time in 
months. It was the North calling: it had at 
last agreed to send someone to meet a South 
Korean government minister on July 3rd. 

Anyone nottoo excited by this piece of 
news may be unappreciative of the bond 
that still exists between North and South. It 
remains strong despite the cruel words rou- 
tinely exchanged by them, despite their 
over-sized armies, highly trained to tear each 
other's guts out, and despite the seeming im- 
possibility of a dictatorship and a near de- 
mocracy finding any common ground. The 
Koreans cannot forget that until 1945 they 
were one country (albeit from 1910 to 1945 
under Japanese rule) and believe that, in the 
natural order of things, they must reunite. 

Nothing as ambitious as unification will 
be discussed on July 3rd. At this meeting, to 
be held on the border at Panmunjom, the 
two sides will continue talks that were bro- 
ken off in February when the North said it 
objected to the South's joint military exer- 
cises with the United States. These exercises 
are held every year; the North always ob- 
jects, and the objections are dismissed. 

So it seemed likely that this time some- 
thing else was upsetting the North. Almost 


Where it is still the cold war 


certainly this was the South's growing 
friendship with other communists, particu- 
larly the Soviet Union, the North's chief 
arms supplier. The flaunting of the friend- 
ship early in June in San Francisco, when 
the South's President Roh Tae Woo met 
President Gorbachev, may have made the 
North decide to talk again. As petulance was 
getting the North Koreans nowhere, per- 
haps they should try to behave reasonably. 

If that is their thinking, the resumed 
talks may yet produce the result that was in 
the two sides' minds when they first began 
talking last year. This is a meeting between 
the prime ministers of the North and South. 
They have never met. If they got together, so 
eventually might President Roh.and the 
North's President Kim Il Sung. ` 

The problem for such a summit, or even 
a summitette by the prime ministers, is that 
something would be expected to come from 
it. The countries hoping for a lessening of 
tension in the peninsula, the Soviet Union 
China, Japan and the United States, woul 
welcome even simple gestures: the establish- 
ment of a direct postal service, the easing of 
border controls. The American and Soviet 
foreign ministers said in a joint statement re- 
cently that the "Korean wall" should be bro- 
ken down. 

President Roh longs to achieve a rap- 
port with the North. It would increase his 
popularity immeasurably, He will have been 
encouraged that the North is showing signs 
of civilised behaviour: last week it said it was 
willing to end its ties with communist guer- 
rillas in the Philippines. But in the same 
week Miss Kim Hyon-hui, the North Korean 
who helped to blow up a South Korean air- 
liner in 1987, killing 115 people, said the 
North might go in for violence again. Not 
everyone trusts Miss Kim, who was par- 
doned by the South. But when she says the 
North is unpredictable, that rings true. 
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AMERICAN SURVEY 


Putting the | back in budget 


WASHINGTON, DC 


LINCOLN said he 
would not free the 
slaves. Wilson and 
Roosevelt swore they 
would keep 
= America out of 
wars. Ronald Reagan 
promised he would 
balance the budget. 
The very first forth- 
right statement by George Bush that he 
would not raise taxes ("period") came on 
the day he announced he was running for 
president. It was repeated with ever increas- 
ing force and ever more detail for the next 
year (the reference to lip-reading was added 
at the Republican convention in New Or- 
leans in August 1988). It referred to all kinds 
of taxes, as he made clear on many occasions 
and not just income taxes. It was about the 
most explicit election pledge in history. 

On June 26th, worried about the lack of 
progress in the budget summit, President 
Bush took the inevitable plunge. After meet- 
ing congressional leaders from both parties, 
he issued a statement saying that a budget 
package needed to include domestic and de- 
fence spending cuts; reforms in budget pro- 
cedure; and "tax revenue increases". 

Mr Bush's u-turn will not hurt him 
much, for the simple reason that Americans 

er believed him anyway. By three to one 

y have consistently said they expected he 
would break his pledge. The same does not 
apply to lesser Republican candidates in this 
year's elections, many of whom had made 
the no-new-tax issue the centrepiece of their 
campaigns. Ninety congressmen fired off a 
letter telling the president they would not 
vote for tax increases. 

Democrats were cock-a-hoop. They 
think the administration is now committed 
not just to accepting tax increases but to ad- 
mitting paternity for them. Mr Tom Foley, 
the Speaker, was careful not to gloat and to 
insist that both parties had jumped over the 
cliff holding hands, as he had always said 
they must. Others will not be so coy. With 
this obstacle out of the way, the Democrats 
reckon it is easier to put together a budget 
deal. Many Republicans gloomily share the 
Democratic analysis—with the twist that 
they think tax increases will finance more 
spending, not reduce the budget deficit. 
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Party purists are loudly denouncing Mr 
Bush for caving in to congressional pressure 
for more taxes— precisely what the lip-read- 
ing remark had referred to in the first place. 

Yet there are other interpretations of 
Mr Bush's latest move. His budget proposal 
for fiscal year 1991 already included $14 bil- 
lion in new revenues. The phrase "tax reve- 
nue increases" (Democratic leaders spoke 
afterwards simply of tax increases) could re- 
fer to other sources of revenue growth, in- 
cluding a cut in capital-gains tax that is ex- 
pected to yield $5 billion in its first year. 
Some argue that Mr Bush's dropping of 
summit preconditions in May had already 
opened the door to tax increases. So he may 
wish to expose Democrats by setting his flex- 
ibility (smaller defence budget, some tax in- 
creases) against their refusal to budge on do- 
mestic spending cuts, including pensions, 
and on tougher budget procedures. 

Others note that some Democrats, who 
had already rejected a revised proposal put 
forward by the budget director, Mr Richard 
Darman, on June 20th, were toying with 
walking out of the summit talks. Mr Bush's 
new statement thus becomes a mere tactical 
ploy to keep the talks going. It also gives him 
a defence against other rich countries who 
might, at the Houston economic summit in 
July, want to attack America's continuing 
failure to cut its budget deficit. And it may 
stimulate the Federal Reserve Board's pol- 








Cheney offers a generous cut 


icy-making body, at its meeting next week, 
to respond to growing signs of economic 
slowdown by easing monetary policy. 

Whichever view is right, the budget ne- 
gotiations have a long way to go. Six weeks 
of meetings have done little more than as- 
sess the ever-growing size of the deficit. Both 
the Office of Management and Budget and 
the Congressional Budget Office now put 
the baseline budget deficit for 1991 at 
around $160 billion. Extra money for the 
thrift bail-out could add another $50 billion- 
80 billion. Before mid-October Congress 
must reduce the OmB’s estimate of the deficit 
to within $10 billion of $64 billion to avoid 
the Gramm-Rudman automatic spending 
cuts. Cuts of that size would quickly become 
painful. 

The summiteers have also agreed that 
the gap is now too big to close. There is a 
consensus that the thrift money should be 
left out of the calculation, both because 
amounts and timing are unpredictable and 
because making good on deposit insurance, 
unlike most other spending, does not ab- 
sorb new economic resources. Even without 
it, the required cuts amount to over $85 bil- 
lion. Both parties are talking of changing the 
targets to produce 1991 cuts of around $50 
billion, almost twice as much as any previ- 
ous deficit-cutting package. 

How should it be made up? Mr Bush's 
statement suggests a bit of everything. Taxes 
might contribute about half: say $25 billion. 


The administration will want much of this ~ 


to come from user fees, extensions of exist- 
ing taxes and the extra revenues projected 
from the capital-gains tax; but it will proba- 
bly accept some excise-tax increases and per- 
haps even a broad-based energy tax. The 


Democrats are keen to eliminate the in- ` 
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come-tax "bubble" by raising the top rate to 
33%, perhaps as the price for accepting a cut 
in capital-gains tax. 

The contribution of defence cuts to the 
package will probably be a shade over $10 
billion this year, or 596. Even sc, the defence 
secretary, Mr Dick Cheney, will have to be 
dragged that far. His stock on Capitol Hill 
was further reduced when he presented to 
the budget summit a plan to reduce forces 
by 2596, which, by keeping all the most ex- 
pensive weapons in place, cut only 296 a year 
off his inflation-adjusted 1990 budget. 

The harder parts of the package may be 
the other spending cuts of around $15 bil- 
lion. Republicans who grumble that non-de- 
fence spending has never really been cut 
have a point: in 1990 non-defence spending 
is absorbing 18.2% of GNP, exactly the same 
as in 1980. But there has been a striking 
change in its composition. Discretionary 
spending, on such things as education or 
housing, now takes its lowest share of GNP 
for 30 years; it has been squeezed by rising 
entitlement spending and interest costs. 
Even so there still seems plenty of room for 
the congressional pork barrel. The House 
recently passed a 1991 energy and water 
appropriations bill that, oblivious to budget 
deficits and environmental concerns alike, 
raises spending by 1296 and includes financ- 
- ing for 25 new water projects. 

A few billions might be squeezed out by 
- unprecedented restraint from the appropri- 
ators. But the real money will have to come 
from entitlements—social security (old-age 
- pensions), the Medicare programme for the 
old, and -price support. The adminis- 
- tration hopes to get the biggest chunk from 
Medicare savings, but hospitals and doctors 
are fighting hard. Deep farm cuts are equally 
tricky. So social security, the most sensitive 
programme of all, will have to offer some 
- savings, either through a freeze in cost-of-liv- 
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ing increases or (more likely) through higher 
taxation of benefits. 

The hardest part of all may be agreeing 
to new budget procedures. The administra- 
tion is loth to sign on to higher Gramm- 
Rudman targets without these. Congress is 
equally unwilling to agree to anything that 
tips the balance of budgetary power towards 
the White House. Yet unless budget proce- 
dure is tightened there is no guarantee that 
even a big deficit-cutting package will cure 
America's budget debility. 

Mr Bush's conciliatory statement may 
help get the process going; but it leaves 
plenty of tough decisions to come. One ex- 
perienced budget and trade hand, Republi- 
can Representative Bill Frenzel, says he is 
optimistic about the budget negotiations, as 
he is about the current Uruguay round of 
trade negotiations—on the grounds that 
failure to agree would be so damaging to all 
the participants. The trouble is that many 
experts think the Uruguay round might still 
fail. So might the budget talks. 





The Supreme Court 


Counterintuitive 
again 


HE Supreme Court ended its term this 

week with a flurry of decisions. As so of- 
ten, analysts trying to draw conclusions 
about the relative strength of its liberal and 
conservative wings have found it hard to dis- 
cern a pattern. In the conservative camp, 
Chief Justice William Rehnquist and Justices 
Antonin Scalia, Anthony Kennedy and 
Sandra Day O'Connor have usually voted 
together. On the liberal side have stood Jus- 
tices William Brennan, Thurgood Marshall, 
Harry Blackmun and (usually) John Paul 
Stevens. The commonest swing vote this 
session has not—as expected—been Mrs 
O'Connor but Justice Byron White, who 
has been part of a 5-4 liberal majority more 
than any other conservative. 

The court saved its most contentious de- 
cisions until the closing days. Among them 
were a right-to-die case and two abortion 
cases. In the first, the already famous case of 
Miss Nancy Cruzan, the court had to con- 
sider a Missouri law preventing parents 
turning off life-support machines without 
prior explicit consent of a patient in a vege- 
tative state. The court held the law to be 
constitutional—a boon to lawyers, who will 
now draw up "living wills", which give such 
consent in advance. The court also said it 
was constitutional for victims of child abuse 
to testify in court by video link. 

The abortion cases turned on state laws 
that required minors to seek the consent of 
both their parents before getting an abor- 





tion. The court ruled 5-4—Mrs O'Connor 
siding with the liberals—that a two-parent 
notification was unconstitutional unless it 
provided for a judicial review. Predictably, 
neither side in the abortion war was happy. 
The pro-life camp wanted the court to over- 
turn Roe v Wade, the 1973 case that held 
that abortion was a constitutional right; the 
pro-choice camp wanted it to overturn any 
requirement for parental consent for 
minors. 

By allowing a law to stand at all, the 
court continues to chip away at Roe. The 
pro-lifers say the 1973 case is being over- 
turned by stealth and hence that they have 
less need for an explicit ruling—not that 
there is much chance of such a case coming 
up. For despite last term’s decision, 29 of 33 
state legislatures which considered action on 
abortion in the past year did nothing. Of 
those that did pass restrictive laws, none has 
yet to be ruled on in lower courts, so none 


will come to Washington next year. A draco-. ` 


nian anti-abortion law passed the Louisiani 
legislature this week, but is likely to be ve- 
toed by Governor Buddy Roemer. 

The way that abortion sails like a shut- 
tlecock between the justices and state legisla- 
tures is a constant reminder of what a 
strange body the Supreme Court is—in 
politics, but somehow not quite of it. Argu- 
ably, the court is most at risk of diminishing 
its stature when it departs from case law and 
statutory interpretation to let the black art 
of politics slip into its reasoning. 

On the last day of the term, some 
thought it had done just that. The court 
ruled 5-4 on some federal affirmative-action 
programmes, which allow rules discriminat- 
ing in favour of minorities in the allocation 
of broadcast licences—just as Congress is 
considering legislation that would limit the 
reach of earlier court decisions narrowing 
the range of affirmative action. 

In the past, it has been conservatives 
who have enjoyed accusing liberals of pla 
ing politics on the court. So it was a matt 
of some surprise that, this term, the boot 
was on the other foot. Mr Stevens's opinion 
for the minority in United States v 
Eichman—the notorious  flag-burning 
case—was more notable for its non-legal 
rhetoric than for its reasoning from case law. 

Above all, Mr Scalia’s dissent in Rutan 
v Republican Party of Illinois, where the 
court held unconstitutional a comprehen- 
sive system of political patronage in the hir- 
ing and promoting of public servants, was 
extraordinary. "I do not mean", said Mr 
Scalia of patronage, "to endorse that sys- 
tem"—Aand then spent seven pages of his 
judgment doing so. He waxed eloquent on 
its importance to political parties (“It is folly 
to think that ideological conviction alone 
will keep the party going" in "the dull peri- 

between elections"), and on the risk 
that abolishing patronage would prevent 
ethnic groups from acquiring the awards a 
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political machine has to offer. 

Like all Mr Scalia's judgments, his dis- 
sent in Rutan was entertaining and lively, 
but its blatantly political tone must, none- 
theless, have given some of his conservative 


supporters pause. [n any event, his defence 
of patronage is pretty far-fetched, and Mr 
Justice Stevens trenchantly told him so. Mr 
Stevens comes from Chicago, so knows 
whereof he speaks. 





Marion federal penitentiary 


Where the worst go 


MARION, ILLINOIS 


Of all America's prisons, none caters for such an elite bunch of inmates as 
Marion federal poseer At one end are famous prisoners—spies, drug 
tt 


d the like. A 


ARION federal penitentiary, like all 
prisons, has a "hot book"—a scrap- 
book of photographs and criminal histories 
of the inmates. Lieutenant Walter Whaley of 
Control Unit turns the pages of the 
k. Murder. Rape of female correctional 
officer. Multiple murder. Throwing excre- 
ment at staff members. Pausing at one page 
Lieutenant Whaley points out an inmate 
who killed one of his friends in 1983. “I 
have to put it out of my mind. I 
treat him like any other inmate." 
another page is Matthew 
Granger. After a contract murder 
in Florida, a life-plus-30-years sen- 
tence, and transfer to a more se- 
cure federal prison in Wisconsin, 
Mr Granger killed a guard by 
smashing in his skull with a fire ex- 
tinguisher. Aged 33, he is here in 
the Control Unit of Marion, the 
end of the line for the worst of the 
worst. 

Handcuffed and shackled, 
surrounded by three guards with 
rubber nightsticks, Mr Granger is 
into the Control Unit office. 
ving in the dimly lighted under- 
ground cell 23 hours a day for six 
years has bleached his skin pale. What is left 
of his hair is cropped in contrast to his flow- 
ing beard. Tattoos cover his arms. He 
spends his time watching television and 
teaching himself to read by studying USA 
Today. "There's nothing but concrete and 
steel in here. You've got to learn to make 
friends with your cell." 

His cell is eight feet wide, nine feet long 
and ten feet high. The bed is a concrete slab 
covered by a pad. A metal toilet and sink sit 
in the corner. The walls are colourless. At 
the moment it is quiet. Forty-one inmates 
are currently in the Control Unit. One has 
been confined here for eight years. 

Another Marion prisoner, Mr John 
Taylor, is serving two life terms plus 80 
years: he will never leave prison, though he 
may leave Marion. Mr Taylor was a success- 
ful New York businessman with homes in 
Hawaii and Virginia, a Porsche and a large 
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is gm e other a wing full of the most | 
i . Our correspondent paid a visit 


men be- 


bank account. Out of boredom, he said, he 
started robbing banks, knocking over at 
least 15 as well as several armoured cars. 
When apprehended, his wife and a friend at- 
tempted to free him from the custody of fed- 
eral marshalls. His wife and the friend were 
killed and Mr Taylor wounded a marshall. 
Opened in 1963, Marion is the highest- 
security prison in the United States. Com- 
pact and isolated, it takes the most danger- 





The view from inside 


ous and endangered criminals from other 
federal prisons and from other states with- 
out "ultra-maximum" facilities. In 1983 af- 
ter two guards and nine inmates had been 
killed in a series of attacks and riots, the 
prison "locked down": applying the strictest 
control and security possible. Lock downs 
usually are temporary measures. Marion has 
institutionalised it as a permanent feature. 

There is nearly one guard for each of the 
382 inmates. All but a few are handcuffed 
and escorted by a guard when they leave 
their cells for their two hours of daily exer- 
cise or for an occasional shower. The re- 
maining time is spent inside the cells. Since 
1983 no staff and only five inmates have 
been killed. 

Mr John Clark, who became warden in 
January, resents Marion's reputation as the 
toughest prison in America and points out 
that since 1983 the prison has released more 
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than 600 inmates to other prisons. "The 
worst part about Marion is that it is boring. 
The guys here have been . . . living in the 


fast lane. We take the worst predators and — 


we slow them down. We give them time to 
become civilised." 

Once a week the warden tours each 
cellblock to observe the inmates and listen 
to complaints, pleas or suggestions. As he 
moves along the bars most inmates ignore 
him, their backs turned with their eyes glued 
to the black and white televisions. A few 
look sullen, a few hostile. Some cells are 
jammed with books, personal effects, photo- 
graphs and clothes; others are empty. One 


self-styled political prisoner asks about — 


ventilation. Mr Clark says he will look into 
it. Another asks about a medicine ball for 
the exercise yard. If it is allowed he may get 
it. No promises. An inmate who claims to be 
one-eighth American Indian wants permis- 
sion to make religious necklaces. No prom- 
ises, but he will check. 

“This is just like babysitting. If you go to 
any day-care centre it would be just like this 
except here they're killers," says Mr Don 
Whitaker, a guard. The mandatory retire- 
ment age for guards is 55. Their average life 
expectancy is 59. 


Spy hole 


The K Unit in Marion is perhaps 
the most secure place in the world. 
The inmates here are too sensitive 
to be confined anywhere else. Past 
two metal doors down a green 
staircase that opens into a hallway 
is a rectangle of rooms holding 
Marion's famous and infamous. 
Mr Edwin Wilson, the CIA agent 
convicted of supplying weapons 
to, among others, President 
Moammar Qaddafi, glowers from 
the porthole in his metal door. 
Ironically, Mr Jonathan Pollard, 
who gave American intelligence 
information to Israel, is next door. 

Mr Pollard, who wears a yarmulke in his 
cell, is serving a life sentence. In his room are 
maps, magazines, books and a colour televi- 
sion. "I sometimes wish I was in a Soviet 
gulag isolated from information. To be so in- 
undated with information and not being 
able to act upon it is torture.” 

Mr Pollard, talking to a reporter for the 
first time in three years, said he does not jus- 
tify his acts but said he was motivated by the 
American government's failure to act 
against terrorists when it had the informa- 
tion on the identities of those responsible. 
Three of his friends were killed in the sui- 
cide bombing of the marine barracks in Leb- 
anon. “When Reagan spoke in the National 
Cathedral about doing something I refused 
to bow my head. I said, ‘No, no more.” " Mr 
Pollard said he is denied confidential com- 


munications with his lawyer, and is con- 


cerned about his wife who was also impris- - 
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oned. Mr Pollard said The Economist is “my 


only source of reliable information.” 

Next to Mr Pollard is Mr John Walker, 
the navy non-commissioned officer who 
sold military secrets to the Soviet Union and 
pulled his brother and children into the es- 
pionage ring: Mr Walker, a bald, grey- 
bearded, runt of a man sitting in his under- 
wear, said he would not.talk. When asked 
how he liked “Family of Spies,” the movie 
based on his life, he snapped “It was like be- 
ing tortured by the ss for four hours and 
then being made to watch the videotape. I 
didn't watch it and I didn't read the book. It 
was a piece of shit." 

Others in K Unit are less celebrated but 
equally noteworthy. Mr Garrett Trapnell, a 
smalltime Charles Manson of the early 
1970s who once ran for president from his 
cell, has lived there the longest. Mr Trapnell 
inspired a woman to hijack a helicopter in St 
Louis to attempt to free him from Marion. 
The abortive attempt ended in the woman's 
death. Incredibly, a few months later the 
woman's daughter hijacked a TWA jet to at- 
tempt to secure Mr Trapnell's release. 

The K unit also includes informers who 
are too threatened to put into any prison 
population, even Marion’s. Mr Carlos 
Lehder, the most notorious convicted Co- 
lombian drug kingpin, was here but was 
moved into the protective-custody wing. 
Many speculate that Mr Manuel Noriega 
will eventually reside in K Unit. Despite its 
relative amenities such as showers in each 
room, curtains and extra floorspace, it is a 
pit of despair and isolation. 

Back in the Control Unit, Matthew 
Granger does his best to look on the bright 
side. "You have good days and bad days 
here. A good day you might get $5 in the 
mail. Then you can buy some real tooth- 
paste instead of government-issued powder 
and you can get a brand new bar of soap in- 
stead of getting something off the rack. 
Then you can buy a bag of potato chips and 
an ice-cream bar and you celebrate a Friday 


night." 





The Houston summit 


Hot work 


WASHINGTON, DC, AND HOUSTON 


N NORMAL circumstances, it would be 
appropriate to ask who was the idiot who 
thought an economic summit in Houston 
during high summer might be fun. The lead- 
ers of the seven largest industrial nations 
and their camp followers, who assemble 
there on July 7th, can look forward to five 
days spent either sweltering outdoors, or 
shivering in the city's gut-tightening air- 
conditioning. 
Unfortunately, the question is better 
not asked, since the people who chose Hous- 
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ton were America's president and its secre- 
tary of state. They became firm friends in 
Houston 40 years ago. They like it, and are 
proud of it. 

American presidents have not always 
enjoyed economic summits. When President 
Carter arrived in Venice in 1980, he wrote 
in his diary, he was met by the West German 
chancellor, Mr Helmut Schmidt, “ranting 
and raving about a letter I had written 
him... he claimed that he was insulted”. 
President Reagan hated his first summit, in 
Canada in 1981. “It was", he said years 
later, “all Francois this and Helmut that”. 

Despite playing at home, President 
Bush will not have the summit all his own 
way. At last year's meeting in Paris, the 
heads of government pledged themselves to 
co-ordinated action on the global environ- 
ment. There has been little to report, with a 


tift developing between America and the 


European countries on the need for action 
to mitigate global warming. Despite deter- 
mined efforts by America's "sherpas"—the 
officials who climb the summits in advance 
of their chiefs—to keep the environment off 
the agenda, it seems likely that America's in- 
action on. global warming will be widely 
criticised. 

President Bush has, however, finessed a 
second issue that promised to be the cause 
of a rift between him and some Europeans. 
At the European Community summit in 
Dublin, it was agreed that the European 
Commission should study the needs of the 
Soviet Union, with the prospect that finan- 
cial aid might be forthcoming later in the 
year. At Houston the French and the Ger- 
mans, at least, will press Mr Bush to join 
them in such a programme. 

In briefings with journalists, Mr Bush 
has now twice made it clear that, although 
anxious to provide technical assistance to 
the Soviet Union, and to encourage private- 
sector participation in its economy, he does 
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not yet see a case for direct government aid: 
He takes that view for two reasons, both of 
which he can be expected to press at Hous- 
ton. The first is that the Soviet economy has 
not yet been reformed sufficiently to ensure 
that any aid would be useful: as Mr Bush 
puts it, "before you walk, you crawl". The 
second reason is political. Mr Bush points 
out that the Soviet Union is prepared to 
waste $5 billion propping up Cuba, which 
he describes as swimming against the tide of 
greater economic and political freedom. 

Yet although he disagrees with some Eu- 
ropeans' diagnosis of the Soviet Union's 
needs, President Bush has made it clear that 
he has no objection to European powers 
providing direct assistance. That, he says, is 
"their business". 

His promise of a western-hemisphere 
free-trade area from “the port of Anchorage 
to Tierra del Fuego” is no doubt aimed as a 
shove to the almost-stalled negotiations o 
the Uruguay round of the GATT. In th 
talks and in Houston America’s priority is to 
get Europe to be less intransigent over the 
reduction of agricultural subsidies. 

Mrs Carla Hills, the trade represen- 
tative, says that without movement on farm 
subsidies, many developing countries will 
see nothing for them in the GATT round, be- 
cause the rich world’s markets will remain 
closed to their produce. In that case, those 
same countries can be expected to do little 
or nothing on the other aspects of the Uru- 
guay round that America considers impor- 
tant, like liberalising investment rules and 
protecting intellectual property. Mrs Hills, 
who will be in Houston, will no doubt make 
that point with force. Since she always looks 
as cool as a cucumber, and Mr Bush knows 
Houston of old, the best American negotiat- 
ing tactic might be to switch off the air-con- 
ditioning when the subject of farm subsidies 
comes up. 
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Endangered species 


Political taxonomy 


HE northern spotted owl's campaign to 

get itself officially listed as "threatened", 
thwarted in the Reagan years, was crowned 
with success on June 22nd. This requires the 
government, which owns most of the old- 
growth forests of Douglas fir in which the 
owl lives, not to do the owl's habitat further 
damage. That means reducing by half the 
area of old-growth forest in Oregon and 
Washington available to loggers. That, in 
turn, says the National Forest Service, will 
kill 28,000 jobs. For an owl? 

As usual, both sides of this argument 
are being economical with the truth. The 


(L0 Tree-huggers’ frolic 


SAN FRANCISCO 


ABY seals are safe, whales go 


ting fewer, civil rights no longer stirs the 
blood. If protesting is your forté, the 
place to be this summer is in the great 
redwood forests of California. A series of 
demonstrations known as “redwood 
summer” will continue until October. 

Turn-out is not yet the huge, sponta- 
neous out-pouring the organisers had 
hoped would be compared to the civil- 
rights marches of the early 1960s. But a 
series of protests has begun—including 
the arrest last week of five women 
dressed as mushrooms for a sit-in at a 
timber office. The first big show-down, 
on July 21st, will be an effort to halt work 
at the Georgia Pacific timber mill in Fort 
Bragg on the Mendocino coast. Some- 
thing of a trial run occurred on June 20th 
in Humboldt County where some 400 
people stopped logging trucks and other 
trafic for three hours. Over 40 demon- 
strators were arrested. 

The sudden surge in alarm about the 
clear-cutting of old forests on the west 
coast comes at the eleventh hour; less 
than 1096 of the forest survives. Antici- 
pating trouble, the timber industry has 
been cutting hard. “We're working 
through the weekends, non-stop,” said 
Mr Scott Wall, president of the Califor- 
nia Licensed Foresters’ Association, 
"You couldn't find a spare logger to hire 
right now,” 

But some of the new zest for a sum- 
mer-long protest against the felling of an- 
cient redwoods came as the result of a car 
bomb. On May 24th niear San Francisco 
two leaders of "Earth First!’’, one of the 
most aggressive protest groups, were 
badly hurt by an explosion in their own 
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unhunted, nuclear weapons are get- ' 





Pacific north-west has gained four times as 
many jobs in the past year alone, and the 
old-growth forests would run out in 20 
years’ time in any case. Had the industry be- 
gun replanting sooner than ten years ago it 
would depend less on old forests now. So 
the job losses are not quite what they seem. 
But then neither is the owl. For it is only a 
subspecies of the spotted owl, quite hard to 
distinguish from its cousins in California 
(the southern) and Mexico (the Mexican). 
There has long been a divide among bi- 
ologists between "lumpers", who think one 
should ignore small differences between 
races of animal, and "splitters", who think 
one should call an animal a different subspe- 
cies if there is the subtlest difference from its 
cousins elsewhere. The rule, for what it is 
worth, is that if you can confidently distin- 








car. The police believe the bomb was 
their own (two weeks earlier a similar 
pipe bomb was found at a plant of the 
Louisiana-Pacific timber company) and 
arrested the two. They in turn say the 
bomb was planted by timber companies 
or government agents. À trial is expected 
to Es. on July 18th. 

“Earth First!" won its publicity spurs 
by driving long nails into trees. This in- 
jured loggers whose blades hit the nails. 
The group now disavows such tactics in . 
favour of non-violent protest but the bit- 
ter animosity of loggers smoulders. 

Some of the oldest. environmental 
groups, such as the Sierra Club, have re- 
mained aloof from the protests. They 
prefer to use the courts. But the senti- 
ment of many coming from outside the 
state was expressed by one Roz McCall 
from Colorado. She came, she said, “be- 
cause | want to go out to the woods and 
sit in front of a bulldozer.” 




































guish 75% of the specimens from one spot ~ 
from those from another, you have a subspe- 
cies. Clearly, environmentalists are splitters — 
and their opponents lumpers. Taxonomy 
has been politicised. 

For example, the red squirrels that live 
on Mount Graham in Arizona are all but in- 
distinguishable from the red squirrels that 
live on other mountain tops nearby—even 
thought they have been isolated from them 
since the Ice Age. Environmentalists are try- 
ing to stop the University of Arizona build-  - 
ing a telescope on the mountain lest it hurt 
the squirrels. This case led Mr Manuel Lu- 
jan, the interior secretary, to muse the other — 
day: "Do we have to save every subspecies?" — 

Though he was widely castigated for this 
"gaffe", he has a point. The endangered- 
species act is being used a little cynically by ~ 
environmentalists. In Florida, they are hop» ` 
ing the silver rice rat can be used to stop the 
building of houses on the Keys. In Nebraska. 
they are using the fact that whooping cranes — 
occasionally join their commoner sandhill 
crane cousins on the Platte River to argue 
that more water should be allowed to flow 
down it. In Idaho, the Shoshone-Bannock. 
Indians, themselves something of a subspe- — 
cies, have petitioned to have their favourite 
prey, a sockeye salmon, declared endan- ` 
gered so that hydro-power dams must be - 
made more accommodating. In New Mexico 
the National Audubon Society is suing che. — 
government to try to force it to reintroduce  - 
rare Mexican wolves into the White Sands — 
Missile Range. I, 

Ever since the snail darter held up a dam t 
in Tennessee in the 1970s, the practice of ~ 
using endangered species to hold develop  - 










ment hostage has had a bad name. But the 
environmentalists say the rarity of a species 
is just a “canary in the mine" to indicate 
damage to a whole ecosystem. Habitats do 
not have legal standing; owls do. 
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Bleak upper house 


NE OFFENCE intended, but what is the point of the Senate? 
For two days this week, its members debated (if that is the 
word) the proposed "flag" amendment to the constitution. 
Since the House of Representatives had already failed to support 
such an amendment by the required two-thirds majority, every- 
body knew this was a complete waste of time. Mr Dale Bumpers, 
a Democratic senator from Arkansas, said that in more than 15 
years in the Senate, he had never known it to vote on something 
that was "absolutely dead. Dead!" —and added for effect "Dead! 
Dead!". Mr Joe Biden, a Democratic senator from Delaware, 
apologised via the television cameras to his mother for wasting 
taxpayers money. Some 
times, he told her, his job 
"doesn't make sense.” 

You can say that again. 
Senate rules allow for unlim- 
ited debate unless 60 of its 
100 members vote for “clo- 
ture", so one member can 
bring proceedings to a halt. 
On June 7th Mr George 
Mitchell, the normally un- 
flappable Senate majority 
leader, lost his temper. Un- 
able to make progress on any 
bill, he complained to his 
colleagues that they worked 
only three weeks of the 
month and three days of the 
week, and that now even 
Thursday was made useless 
by their early departure. 

To a body that likes to 
think of itself as the world's 
most exclusive debating 
club, this was water off a 
duck’s back. As the July 4th 
break approached, the Sen- 
ate remained unable to make any progress on bills. As ever, its 
members spent their time in interminable roll calls and quorum 
counts. At least, that is what they did when not raising the 
$10,000 a week that Mr Fritz Hollings, of South Carolina, reck- 


ons a senator needs to fight an election every six years. 


The giants of yesteryear 

You might think that a body so steeped in money-grubbing, 
seven of whose members face serious ethics charges, would dis- 
play a degree of humility. Not a bit of it. What the Senate needs 
is a modern Dickens to puncture its pomposity: someone to 
sketch in acid Mr Damn Dull of Georgia, Mr Droll Deadly of 
New Jersey, Mr Salty Waspish of Wyoming, Mr Scoundrel 
Shameless of New York, Mr Scoundrel Tearful of Minnesota, 
Mr Hick of Nebraska, Mr Hack of too many states to mention. If 
only they could see themselves as others see them—stalking the 
chamber's floor holding silly microphones to their chests, as if 
they were forever pulling the chain of an old-fashioned lava- 
tory—senators might change their ways. 

For those who remember the great senators of even the re- 
cent past—men like Lyndon Johnson, who rammed legislation 
through the Senate with astonishing gusto, or Arthur Vanden- 
berg, who tempered Republican isolationism with a sense of how 
much the world needed American help—this is a time of nostal- 
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gia. What makes it worse is that those who would follow in such 
footsteps are resigning instead. The Senate lost Mr “Mac” Ma- 
thias of Maryland, a good, independent man, in 1986, when he 
had had enough of its combination of high arrogance and low 
politics; it will lose another when the idiosyncratic Mr Gordon 
Humphrey of New Hampshire retires, fed up, this year. And this 
is to say nothing of the host of senators who are so disillusioned 
that they perform at nothing like their full potential. 

A Senate that behaves so miserably discredits the constitu- 
tion's intent to disperse government power the better to con- 
strain it. This is all the more wounding at a time when America's 
leaders cannot make a 
speech without celebrating 
the triumph of "their" val- 
ues in the East European 
revolutions of 1989. And if 
this tale is now beginning to 
be told in America, it will - 
not be long before Prague, 
Budapest and Moscow begin 
to wonder whether two- 
chamber democracy is all 
that it is cracked up to be. 

That is why it is good to 
celebrate those senators who 
still try to craft sensible legis- 
lation: men like Mr Paul Sar- 
banes or Mr Jack Danforth. 
Reserve some praise, too, for 
those who combine ideologi- 
cal conviction with hard 
work or open-mindedness: 
that takes in Mr Edward 
Kennedy and Mr Alan Simp- 
son. Give some credit 
(though not too much) to 
the men of high seriousness: 
Mr Sam Nunn's recently col- 
lected speeches on defence strategy may be every insomniac's 
dream, but at least the lad tries. 

Above all, the Senate has one man who would have loomed 
large at any time in its history. Mr Daniel Patrick Moynihan, a 
Democratic senator from New York, has spent 40 years in and 
out of government, foreseeing everything from the collapse of 
communism and the lack of safety-consciousness in car manufac- 
turers to the calamitous disintegration of black family life. Of all 
Congress's Democrats, only Mr Moynihan had the wit or guts to 
propose a tax cut (of the social-security payroll tax) that would 
make Republicans uncomfortable. Only he could have written a 
recent essay defining a true "peace dividend". Such a dividend, 
he argued, would be a change from a state obsessed with national 
security to one that "merely asks what are our interests abroad 
and our neéds at home, and calmly and openly pursues them". 

In Washington's blow-dried, puritan atmosphere, where all 
teeth are capped and all Chardonnay rationed, Mr Moynihan is 
wonderfully over-the-top. He is rude to his staff; his eyes are 
bloodshot for exactly the reason you think they are. And yet he 
has more ideas between his first and second drinks than most 
other senators would have in a decade of total abstinence. In an 
age when role-model is the most overused trisyllable in the lan- 
guage; his 99 colleagues would do well to appreciate what a fine 
one they have among them. 
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8.03 am. Back at the Regent of Melbourne, 


a broker works out six weeks of frustration on the rowing machine. 
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No end to Iran's pain 


O FEWER than 50,000 people may 
L N have been killed by the earthquake 
that on June 21st flattened towns and vil- 
lages in north-western Iran: this, twice the 
number killed by Armenia's earthquake in 
1988, would make it the deadliest quivering 
~f the earth’s crust since China's great disas- 
. rin 1976. By contrast 62 people died in an 
earthquake last year in San Francisco that 
shocked the western world. 

"West and East responded to Iran's trag- 
edy. Few regimes are as xenophobic, or 
arouse as much suspicion, as Iran's, but any 
delay in reaching the afflicted Gilan and 
Zanjan provinces bordering the Caspian 
Sea was caused more by unkind nature than 
by unkind politics: a series of severe after- 
shocks reblocked roads and destroyed ex- 
tempore landing-strips. There was some fail- 
ure in co-ordination (how could there not 
be?) but foreign relief teams, experienced in 
confusion aftet the Armenian earthquake, 
have praised the way Iran has dealt with so 
immense a disaster. Nor, with some excep- 
tions, has the regime shown false pride by 
rejecting the need for outside help. 

The Richter measurement for earth- 
quakes (the Geophysical Centre at Tehran 
University rates this one at 7.3) bears little 
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relation to the casualties a 'quake can cause: 

seismologists say that an earthquake of 
roughly this size occurs somewhere in the 
world every six weeks or so. Iran, which lies 
plumb on the fault line between the Arabian 
and Eurasian tectonic plates, is in never- 
ending danger when the drifting plates col- 


lide: it has been hit by 54 earthquakes of sig- 


nificance in the past 30 years, some of them 
fearful but none causing so many deaths. 


It is not Islamic fatalism but poverty, ig- 


norance about construction, and lack of safe 
building materials, that prevent a threat- 


ened people from keeping themselves safer. 
San Franciscans can anticipate disaster with . 


flexible structures of steel and wood: a tim- 


ber frame makes a building wonderfully 


earthquake-resistant. The Caspian prov- 
inces are rich by Iranian standards, growing 
wheat, rice, fruit, tobacco and tea. But the 
people, packed closely together in towns 
and hillside villages, live in rigid little houses 
of concrete or mud-baked brick that tumble 
down on top of them when the earth shakes. 
There-are no building regulations in rural 
areas. And foretelling earthquakes i is, as yet, 
a badly flawed science. 


The sheer horror of band: bürted. 


alive—and the romance of saving a buried 


__ mated at around 500,000). Iran's expe 


© knowledge and the capacity to deal s 


. ing relief, flying supplies into the strick 
-| area; flying the injured out. 


-nian government opened its frontiers to for 
.. save Israel and South Africa. Acceptir 


Organisation (UNDRO) to co-ordinate ot 


-Sea, was not seriously shaken). F 


person—turns people’s thoughts, a 

earthquake, to search-and-rescue tea 
sniffer dogs, mechanical shovels. Bu 
French rescue team that arrived early o 
scene, and the smaller rescue team 
Britain and elsewhere, did not at fi 








they got “close, but an after-shock 
send more rubble down on top: 
trapped victim. The shovels were 
away, to build mass graves. (s 

The pressing need is for the sur 
medicines and medical equipment : 
injured (estimated at more than 100,00 
shelter and supplies for the homeless 


with man-made disaster, bitterly learn: 
ing its bloody war with Iraq, has given it 





and efficiently with the natural variety. T 
paramilitary Revolutionary Guard—be 


known in the West for its less humanitarian 


proclivities—has worked tirelessly, organ: 


After a brief initial hesitation, the à 
eign aid from any country that would giv 
offer by the United Nations Disastei 


side aid, Iran stipulated that it wante 
equipment—medicine, blood, tents, bla 
kets, water. containers, cooking utensils- 
rather than doctors or relief workers. 

Several countries, probably righ 
nored this distinction. Teams of doctors 
nurses streamed across the Soviet fron: 
(Soviet Azerbaijan, though so close 
earthquake's epicentre beneath the Cas; 


Médecins sans Frontiares: wert 
stricken area in the blink of an ey 
many and Spain have both sent fie 

tals. Even the Iraqis sent help 
accepted. Some third-world - 






















































people and things. 
When it has sorted itself out, bind may 
its mind on doctors, seeking special- 
ills such as orthopaedic surgeons. Its 
ban on people has aroused resentment. 
American aircraft bearing relief sup- 
—the first overt offering to Iran since 
-was allowed to unload equipment 
ot the people who accompanied it. 

Some hardline Iranian newspapers have 





R CANADA CORRESPONDENT 


“we 
`E 


)R many months the Conservative gov- 
rnment of Mr Brian Mulroney had 
d that if the last provinces failed to rat- 
Meech Lake amendments to the con- 
ion before a deadline on June 23rd, 
beckers would demand independence, 
Canadian dollar would collapse and 
trealers would run riot. Canada is far 
for that sort of thing. June 23rd 
and went without Newfoundland or 
itoba ratifying the amendments. Life 
on anyway... 

e dollar, it is true, shuddered slightly. 
150,000 Montrealers marched down 
Dr ke Street on Juos Dh aidera a sea 


























gs is 
covered that the ‘United citi by freezing 


. ranian assets, was responsible for the high 
 casualty rate. ‘Bur then some westerh news- | 


papers, Britain's Sun ("Lesson for evil mul- 
lahs”), for instance, have not distinguished 


themselves either. Nor has there been a 


western outpouring from private pockets. 
One notable exception was Mr Salman 
Rushdie, the British writer sentenced to 
death by Iran's mullahs, who contributed 
£5,000 to an appeal started by the Indepen- 


"Mulroney regrets 


OTTAWA 


AONANE AL MAR d 
Mess SAA. A 


nounced the newly chosen federal Liberal 


leader, Mr Jean Chrétien, as a traitor to 
Quebec. Other posters proclaiming "notre 
vrai bays c'est Quebec" were a gentle repri- 
mand to Quebec’s premier, Mr Robert 
Bourassa. Two weeks ago, when he believed 
the amendments were safely accepted by all, 
he had sunnily called Canada “a true coun- 
try to Quebeckers". 

Even so, underneath its placid surface, 
Canada's politics has indeed been turned 
upside down: Many of Quebec's 6m French- 
speaking people see the failure of the 
amendments that called them "a distinct so- 
ciety” as a rejection by the rest of Canada. 


Ten years ago their separatist premier, René- 


Lévesque, lost a referendum on sovereignty. 


: Now sales of T-shirts inscribed - "Enfin oul, 
René” ate booming Mr Bourassa’ s decision 









The official aid-givers um nae ds 
the gleam of a political hope behind their 


humanitarian response. It would, indeed, be 
foolish, as well as insensitive, to demand any 


specific return. On the other hand, the 
grace with which many western and Arab 
governments have responded to Iran's pain 
will do no harm to the efforts of President 
Ali Akbar Rafsanjani to make his country a 
less closed and immoderate place. 





to attend no more constitutional confer- 
ences has. halted any plans for reform, 


Whether of the Senate or in order to affirm 


the rights of Canada's aboriginal peoples. 
The prestige of Mr Mulroney, outside 
his native Quebec, has sunk dangerously 


low. The defections of (so far) eight mem- 
bers of Parliament from Quebec—six of 
them Conservative and two Liberal—may 


form the core of a nationalist block in the 
House of Commons similar to the Irish 


Home-Rule block in the British Parliament 


at the turn of the century. At the same time, 


the victory of Mr Chrétien at the Liberal 
leadership convention on June 23th sends 
into the fields of Quebec an earthy and elo- 
- quent French voice speaking up for Canada 


and federalism in a fashion that neither Mr 
Mulroney, nor the previous Liberal leader, 
Mr John Turner, has ever done. 

Mr Bourassa has learnt the value of 
ambiguity since he first became Quebec’s 
premier in 1970. He picked out the prime 
phrase from the Meech document and de- 
clared that, notwithstanding the failure of 
Manitoba and Newfoundland to ratify it, 
Quebec was indeed “a distinct society, free 
and assuming its destiny”. The addition of 
those last five words, implying an advance to 
sovereignty, helped placate Quebec nation- 
alists. He is determined to keep the initiative 
away from the Parti Québecois opposition - 
leader, Mr Jacques Parizeau, who in Frencl 
revolutionary style has called for an Estates- 
General of unionists, businessmen and pa- 
triotíc groups to join politicians in plotting 
Quebec's future. Instead, Mr Bourassa in- 
tends to hold discussions inside his provin- 
cial Liberal party for almost a year, before 
revealing its results at a convention. 

In the meantime, with the help of the 
prime minister, he is intent on gaining the 
main substance of Meech Lake, in particu- 
lar, control over the settlement and train- 
ing, as well as the selection, of immigrants. 
Mr Bourassa has. long worried about the de- 
mographic trend in Quebec, which though 
overwhelmingly Catholic has the lowest 
birthrate in Canada. This year's budget of- 
fered mothers a golden carrot of $6,000 for 
every child after the first two. The stick he 
brandishes are language laws requiring im- 
migrant children to attend French schools, 
but he is still concerned to be i in » charge of . 
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"Come to the heart of 
Europe: Maastricht in 
Holland" 


Unique professional and skill- 
. oriented international courses in: 














* General management for state 
enterprises 

* Financial management for small- 
and medium-scale enterprises 

* Small entrepreneurship 
promotion and industrial 
assistance 

* Training of women 
entrepreneurs (in collaboration 
with FEMCONSULT) 

Duration: Sept 10-Dec 12, 1990 


* Energy management for small- 
and medium-scale enterprises (in 
collaboration with University of 
Twente) 


Duration: Oct 8-Nov 9, 1990 


For further information: 
Co-ordinator Executive Development 

$ rammes 

The Netherlands International institute 
(RVB) 


l 6201 BE Maastricht 
- The Netherlands 
Fax: 043 618330 
Telex: 56729 | 
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each stage of the immigration process, in 
hopes of ensuring a rising population with 
immigrants who do not head for the Eng- 
lish-speaking provinces. 

Traditional alliances are in disarray. 
The Liberal Mr Bourassa's closest political 
friend today is the Conservative prime min- 
ister. The single Liberal premier he seems to 
value is Mr David Peterson of Ontario, 
whom he invited to Montreal the day after 
the big march. Certainly the two provinces 
of central Canada enjoy vast mutual trade, 
on which some 100,000 jobs in Ontario de- 
pend. Mr Peterson did everything to make 
sure that Mr Bourassa was not isolated dur- 
ing the Meech Lake negotiations. The other 
provinces do not matter much in Mr 
Bourassa's book. He said this week he would 


act "exclusively in the interests of Quebec”. 


Healing be damned 


For his Liberal counterpart in Newfound- 
'and, Mr Clyde Wells, Mr Bourassa has only 
erce words. He paints Mr Wells as the vil- 
lain who did not keep his word, and who 
failed to call a vote in his legislature before 
time to ratify Meech Lake ran out. Mr 
Mulroney and other federal ministers have 
joined that chorus, ignoring the fact that 
Manitoba, under the delaying tactics of its 
single native Indian legislator, Mr Elijah 
Harper, had already overrun the deadline. It 
seems hardly a coincidence that the federal 
government this week delayed final passage 
of a bill that would finance the exploitation 
of Hibernia offshore oil, Newfoundland's 
hope for modest prosperity. As for the na- 
tive leaders who enthusiastically supported 
Mr Harper, the prime minister solemnly re- 
grets that the Meech Lake breakdown has 
spoilt the best chance of productive talks 
about Indian self-government. The healing 
process, called for by Mr Mulroney, has yet 
to begin. 
The big uncertainty is the impact Mr 
Chrétien will have in Quebec in the next 
... i0 years before a federal general election. 
The fashionable verdict is that he will find 
his province has changed so much since he 
helped win the 1980 referendum that he will 
be unable to rebuild the federal Liberal 
cause in Quebec. One change is that busi- 
nessmen have become more confident of 
thriving in an independent Quebec. 
Mr Chrétien and his Liberal runner-up, 
Mr Paul Martin Jr, have their own strong 
connections in Quebec business and may 
counter this swing. He has also to counter 
the feeling that he is a left-over from the 
Pierre Trudeau era, a feeling reinforced 
when another Trudeau minister, Mr Don 
Johnston, was elected party president. But at 
56 Mr Chrétien retains a winning boyish 
charm. For the moment, he is saying simply 
that Canadians need to feel good about 
themselves again, and should spend the 
summer enjoying baseball and the sunshine. 
ee pE TT OM ART A MT E 
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After Sonny 


HE Commonwealth is getting a new 

chief executive. On June 29th Mr 
Sonny Ramphal, the genial Guyanese ad- 
vocate who has been its secretary-general 
for the past decade, makes room for 
Chukwuemeka Anyaoku, a careful Nige- 
rian promoted from within the Com- 
monwealth Secretariat. Mr Ramphal 
served as Guyana’s foreign minister: Mr 
Anyaoku was once named for that job in 
Nigeria, but there was a coup before he 
got to the office, 

Under new management the Com- 
monwealth may look tamer. For two de- 
cades its two-yearly summit meetings 
have been preceded by talk of splits, fol- 
lowed by kisses and reconciliations. An 
assembly of two (then three, now four) 
dozen ex-colonies tended to gang up 
against Britain, the one ex-coloniser, 
blamed in the 1970s for failing to quell 
the Rhodesian rebellion, in the 1980s for 
failing to liberate Namibia and sanction 
South Africa into reform. 

Now Namibia is free and in the Com- 
monwealth, and by the next summit in 
Harare in the autumn of 1991 even the 
African National Congress may be ask- 
ing for sanctions to end. Since Hong- 
kong, the ultimate colony, was never des- 
tined to become an independent Com- 
monwealth nation, there is not much 
British imperialism left to quarrel about. 

But it was the family quarrels that 


Zambia 


Let them eat KK 


FROM OUR AFRICA CORRESPONDENT HARARE 


FTER 26 years of President Kenneth 
Kaunda, Zambians may have had 
enough. On June 25th several thousand stu- 
dents marched on his residence in Lusaka, 
demanding the restoration of food subsidies 
and the scrapping of Zambia’s one-party 
state. The spirit of protest spread quickly to 
the capital’s townships, and then to the 
copperbelt in the north. The authorities re- 
acted stiffly. By midweek at least two dozen 
people had been killed and many more in- 
jured. For a while, Lusaka’s streets were 
empty but for soldiers, policemen and Asian 
shopkeepers guarding their premises. 

Mr Kaunda cut short a holiday and re- 
turned to the capital to take stock. He has 
weathered food riots before. In December 
1986 demonstrations in the copperbelt 
towns scared the president into abandoning 
an austerity programme before it had really 

n. That meant a break with the IMF, 
which had insisted on austerity as the condi- 






















INTERNATIONAL - 


Anyaoku needs a quarrel 


made the Commonwealth interesting, 
and sometimes important. To get their 
word in, all those presidents and prime 
ministers thought it worth spending a so- H 
ciable and argumentative week at their 
summit. With that hard core removed | 
from the debates, Mr Anyaoku must find $ 
a way to lure the top people back tothe I| 
summit next time. How about a panel of | i 
eminent persons to examine Canada's 
federal-provincial relations? 


* 
mui 


—* 


tion of a loan. This time things look more 
serious. Both copperbelt and capital are riot- — 
ing at once, and the slogans are not just - 
about food. In 1986 few Zambians could 
bring themselves to blame their poverty on 
the man who had led their country to inde- _ 
pendence. This week there were calls for Mr 
Kaunda to go. | 
Africans have heard of Eastern Europe's. 
revolutions, and would like one for them- 
selves. Even Mr Kaunda's old neighbour 
and rival in Tanzania, ex-President Julius — 
Nyerere, has admitted the need to discuss al- — 
ternatives to the one-party state. Mr 
Kaunda, who banned opposition parties in 
1973, still insists that multi-party systems are _ 
divisive; he prefers what he calls “one-party _ 
participatory democracy”, with himself as — 
chief participator. He has chastised the - 
trade unions and the Catholic church for — 
their democratic thoughts. 
Last month, to appease his critics, Mr — 
Kaunda promised Zambians a referendum 
on the one-party state. He did not announce — 
a date and, while enjoining others not to — 
campaign for the referendum yet, has him- 
self toured the country preaching the dan- — 
gers of multi-party ways. On June 7th Mr 
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Kaunda dismissed his defence minister, ap- 
parently for opposing one-party rule. Politi- 
cal frustration seems to have been as impor- 
tant in causing this week's riots as the 
doubling of the maize price on June 19th. 
Mr Kaunda says he is standing firm. It 
would be harder for him to restore maize 
subsidies than it was three years ago, when 
he could blame austerity on the IMF. But all 


last year he was telling his people that the 
new drive for freer markets was his own 
idea. Besides, Zambia now knows the cost of 
snubbing the IMF. Its arrears to the Fund 
and the World Bank are now $1.2 billion 
and its foreign debt almost $7 billion. It 
would be best for his people if, this time, Mr 
Kaunda offered only political concessions. 
But that might mean the end of his reign. 





South Africa 


Home thoughts from abroad . . . 


While Mr Nelson Mandela was on a foreign tour, another prominent black 


leader brooded at home 


BN rapturous receptions in 
Manhattan, at the United Nations and 
in the United States Congress, Mr Nelson 
Mandela must be wishing that politics was 
as enjoyable back home in South Africa. 
President F.W. de Klerk's government says 
he is dragging his feet on negotiations. His 
allies imply, by contrast, that he is giving too 
much away. The African National Congress 
and the rival Pan-Africanist Congress are 
calling for a fiercer armed struggle, while the 
powerful National Union of Mineworkers 
snipes at his plans for the economy. 

Mr Mandela's world tour has three 
main objectives—thanking supporters, en- 
suring that the West holds the line on sanc- 
tions, and raising money. The sanctions is- 
sue is the most difficult. The United States 
administration is bound to maintain sanc- 
tions until the conditions laid down by Con- 


` gress are satisfied, so remains solid. The Eu- 





ropean Community's position is eroding. 
At the Dublin summit this week the 
Community decided to "consider a gradual 
relaxation of the pressure when there is 
clear evidence that the process of change al- 
ready initiated continues." This is the kind 
of fudge that sanctions supporters can live 


Mandela plus a new friend 
50 


with; but it shows that Mrs Thatcher's anti- 
sanctions tactics are beginning to pay off. It- 
aly and Portugal supported her call for relax- 
ing some sanctions now rather than later. 
There is humbug on both sides in the 
sanctions argument. Both their impact, and 
that of lifting them, are being exaggerated. 
Despite sanctions, South Africa's exports to 
the EC rose by more than 9096 between 1985 
and 1988, and the South Africans reckon 
they rose by a further 4096 last year. Imports 
from the Community were worth $7.3 bil- 
lion in 1988, higher by two-thirds than in 
1985. On the other hand, Mrs Thatcher's 
decision to lift Britain's voluntary ban on di- 
rect investment has not been followed by 
any rush of British funds into South Africa. 
So why all the fuss? For the ANC, sanc- 
tions matter both as a morale booster and as 
a bargaining counter. For Mr de Klerk, re- 
laxation would allow him to tell white voters 
that reform can achieve more than sympa- 
thy and kind words. Mr de Klerk knows that 
sanctions have hurt those blue-collar whites 
most likely to threaten his political reforms 
by supporting the extreme right-wing Con- 


servative party. Mr Mandela, although he. 


has never acknowledged it publicly, must 
know that the fast-growing army of 
unemployed black youths in the 
townships—partly the result of sanc- 
tions—is fertile ground for extremists 
in his own ANC, and the rival PAC, 
who condemn negotiations with the 
government. Today's bargaining chip 
could be tomorrow's boomerang. 
Although, by any yardstick, Mr 
Mandela's American visit has been a 
triumph, troublesome issues 
emerged. His expressed support for 
those three pillars of American de- 
monology—Messrs Yasser Arafat (“a 
comrade in arms"), Fidel Castro and 
Moammar Qaddafi—went down 
badly with New York Jews and Re- 
publican legislators alike. Neverthe- 
less, the talks with President Bush 
went well, and the two men agreed to 
differ on the armed struggle. The 


Americans were visibly disappointed at Mr 
Mandela’s refusal to renounce violence alto- 
gether. But they may understand that he 
cannot ignore the black activists who still 
preach it. 

Mr Mandela sought to soothe his Amer- 
ican hosts by softening the ANC’s stand on 
nationalisation. His organisation has no 
predetermined formula for the post-apart- 
heid economy, he said, supporting 
nationalisation only so far as may be neces- 
sary to redress gross racial disparities in the 
economy. State participation— not the same 
thing as nationalisation—in mining, finan- 
cial institutions and monopoly industries, 
was contemplated. Sensing some backslid- 
ing, the mineworkers’ union insisted that 
nationalisation of the mining industry was 
"à vital step in restructuring the distorted 
apartheid economy”. 

The South African government, anx- 
ious to get real negotiations—as distinct 
from talks about talks—under way, accuses. 
the ANC of delaying progress. In May the 
two sides set up a working party to agree on 
an amnesty for political prisoners. Mr Gerrit 
Viljoen, the minister of constitutional devel- 
opment, says the committee completed its 
work within two weeks and the government 
approved its recommendations soon after- 
wards. But the ANC, anxious lest Mr 
Mandela's sanctions offensive might be un- 
dercut by an amnesty, will answer only when 
he gets home in July. 

Mr Viljoen says the government is in a 
hurry. He means he wants formal talks to 
start early in 1991, with a referendum on a 
new constitution to be held by the end of 
1992. If approved, the new constitution 
could then come into effect before the next 
general election is due in September 1994. 
Mr Mandela should enjoy the western ap- 
plause and adulation while he can. When he 
gets home, the honeymoon will be over. 





...and at home 


FROM OUR AFRICA CORRESPONDENT 


| a rn years ago Chief Mangosuthu 
Buthelezi towered over black politics. 
He had the respect of the African National 
Congress, as well as that of many blacks out- 
side his Zulu power base in Natal. His con- 
trol over the Natal "homeland" of KwaZulu 
helped him to build the membership of his 
Inkatha movement to 1.7m. In 1986, to- 
gether with Natal's whites, Inkatha negoti- 
ated an imaginative constitutional blueprint 
for a peaceful share-out of power. 

Now Mr Buthelezi feels less secure. In 
1979 the ANC denounced him. It has de- 
stroyed his support outside Natal and gone 
after Mr Buthelezi in his heartland, too. 
Since 1987 some 3,000 blacks have been 
killed in clashes in Natal. The unbanning of 
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-KADUNA STATE AGRICULTURAL DEVELOPMENT PROJECT 5 
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"Date ofi issue ie 16/ 5 / 90 


L The Federal Cees of Nurs has received a dosi from the Jutektatisnal T Bank For T EE and. Development (BRD) i in y 
currencies towards the cost of the Kaduna State Agricultural Development Project and it is intended that part of the proceeds of this loan 





-applied to eligible payments under the contract(s) for the construction of 400 No. Boreholes to be equipped with hand. pumps/t motorised p: 
. Prequa ification is open to contractors from eligible source countries as defined under the “Guidelines for Procurement” of the IBRD, Paymen 
RD will be made only at the request of the Kaduna State Agricultural Development Project an and upon approval of the IBRD i in accordanc 

oth erms and conditions of the loan agreement. doa i . 













| AD. P iieis to appoint water supply iirebole d lling eins) to construct’ 4 ) successful boreholes i in the rural areas of Kaditha 
The boreholes will be 100mm diameter; cased and screened. Kaduna State is underlain by hard crystalline rocks and it is envisaged t tha 
borehole drilling will tike place: at about 500 locations to bring in 400 successful holes. 





" i | 3 The Dongle will in most : places be fitted with hand pumps but "€ the borehole E is high and "m population large eux fors a recto | 
scheme, motorised pumps will be installed and overhead tanks erected. 


A 4. The contractor(s) will be required to drill and bring to production water er supply boreholes complete. with casing screen, concrete pump 2 d 
install the pumps, carry out Geophysical logging of uricased boreholes. Development of boreholes and pump testing will also be the respons i 
the contractor(s). Each borehole shall be deemed complete when all these works have been carried out. - G 


X 





5. The contractor(s) must also be competent and versatile in water Supp borehole ¢ construction in crystalline terrain nand under tropical conditions 
Experience i in similar works i in Nigeria would be desirable. | (d 


“By m sing E. called i in July 1990 or thereabout and the contract awarded by SE TNE 1990 and the work i is is expected: to be cone 
» the end of 1992. 


BE i : ] 1. Interested eligible borehole drilling contractors are invited to collect (personally or through application to undermentioned) the prequalificati 
questionnaire at no cost from: _ 


The Programme Manager, 

Kaduna State Agricultural Development Project, | 
11 Race Course Road, i ee 
P.M.B. 2269, n | | | C VR 
Kaduna, | wow 
Nigeria. - 

Telephone: Nigeria 062-21 443 1 J 2 1 5003 
Telex: 71622 KADP NG 
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(& The exaluation of applications shall be undertaken promptly after the closing de for T — The ruolo will be. ca 

` contractor’s organisation and planning, experierice (last 5 years) and financial capability to carry out the works. Particular attention will! 
the applicant's relevant experience on similar projects in Nigeria especially under conditions similar to those prevailing i in the region of 
» eontract(sy the experience of proposed staff and the quality, quantity, back-up service = status s of equipment propc ise for the Project 








3. K AD. Pi reserves the tight to prequalify on ly those it judges as fit to bid for the contract. 


3c 0. Applicants may be required to abak additional information. to. authenticate their claims. This: may paige detailed financial data duly: v 
|. thecontractor's bank indicating that the contractor has the necessary financial resources and credit to undertake the Project. = 


i eft. K.A.D.P reserves d right to inspect the contractor' s facilities and conduct personal interviews prior to selection of the final list of preq | 
tenderers. 





E D P The e questionnaire is to be completed and returned by July 16th, 1990, which is the doses date 





es the earlier advertisement on the subject i in The Economist and the Sieun Newspapers. 
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' countryside. 

For a while, Mr Buthelezi hoped that 
Mandela would welcome him on near- 
ual terms. Instead, the ANC's hardliners 
ve prevented a conciliation between the 
men. Many blacks have misgivings 
t this Zulu leader who fregently in- 
kes his ancestors' martial past. Meanwhile 
Buthelezi's deputy, Mr Oscar Dhlomo, 
; resigned from Inkatha, doing nothing to 
tify the cause. 














yernment while Mr Mandela was in jail 
d turning down full "independence" for 
raZulu. Even so, many black people iden- 
him with the white government. 

One reason is that Inkatha has enjoyed 
sacking of the white police. Mr Harry 
la, the ANC boss in central Natal, sees 
is f ght against Inkatha as a fight against 
overnment of President F.W. de Klerk 
s well. Mr Gwala wants Mr de Klerk to sack 
Ár Buthelezi from his job as KwaZulu's min- 
ter of police. The white government re- 
ards KwaZulu as “autonomous”, so Mr de 
clerk will do nothing of the sort. Yet until 
e does, Mr Gwala and hardliners like him 
disapprove in principle of negotiations 
een Mr Mandela and Mr de Klerk. 

The fighting hardens white feelings, 
00. In a recent by-election in the Natal con- 
tituency of Umlazi, the anti-negotiation 
;onservative party doubled its vote. To re- 
assure white voters, Mr de Klerk is trying to 
icify Natal. The state of emergency, lifted 
other provinces, remains in force in Na- 
. In April the president beefed up the 
ny presence in the province, and the 
onthly death toll fell to 116 from 180 in 
farch. He has promised to do something 
bout the poverty which intensifies the vio- 
nce, and is considering ways of tackling 
he backlog of murder cases in the courts. 
ardest of all, he is trying to squeeze bias 
of the police. 

Tn June Mr Bekizizwe Jamile, a deputy 
nister of KwaZulu's government, ap- 
ared in court to face charges of five mur- 
s and seven attempted murders. He had 








e Mr Jamile and release him immedi- 


to release a murder suspect without 
nging him before a court. Other KwaZulu 
als have been named in murder in- 
5, but Natal's attorney-general has not 
fit to prosecute them. In three years 
have been hardly a dozen successful 
ictions. When official justice fails, its 
is taken by justice of a rougher sort. 
Natal desperately needs a political solu- 





iei nd are gaining sidus in 


- Mr Buthelezi has always opposed apart- 
d, stoutly refusing to negotiate with the ` 


n arrested in 1987; but the detective who 
ained him claims to have been ordered to ` 


ly, even though the police are not sup- 


to its troubles, but several attempts at 





































































Local difficulties in Natal 


peace talks have broken down. Would-be 


- negotiators risk the scorn of militants in the 


ranks. And beyond the political disagree- 
ments lies much simple thuggery. For many 
determined businessmen the war provides 
an excellent excuse to send children to burn 
their rivals’ shops. Unlike the ANC, Mr 
Buthelezi has never advocated the armed 
struggle against apartheid. Inkatha’s propa- 
ganda presents him as a man of peace. The 
truth is that Natal’s war helps Mr Buthelezi, 
at least in so far as it gives him an iron-clad 
argument for a seat at any bargaining table. 





Israel's Labour party 


Blaming Peres 


FROM A CORRESPONDENT IN JERUSALEM 


T WAS a gamble that failed; and now Mr 

Shimon Peres is paying failure's price. 
Nearly four months after engineering the 
downfall of Labour's partnership with Mr 
Yitzhak Shamir's Likud party, and coming 
within a rabbi's whisker of forming a gov- 
ernment of his own, Mr Peres is being chal- 


lenged for Labour's leadership by his long- — 


standing rival and former defence minister, 
Mr Yitzhak Rabin. 

. According to opinion polls, Mr Rabin, 
the crusty native-born Israeli who was Isra- 
el’s top soldier in the victorious six-day war 
of 1967, is the man most Israelis would like 
to have as their prime minister. Mr Peres, 
for his part, has failed to deliver a clear vic- 
tory in four elections. His support inside the 
party is ebbing. Even Labour men who have 
stayed loyal to Mr Peres are urging him to 
bow.to the inevitable and spare the party a 


up. Hes says Mr Rabin should ae a dk of 
responsibility for the debacle that followed. 
the bringing-down of the Labour-Likud co- 
alition. Mr Rabin, he claims, “went with me 
all the way, step by step, supporting all the 
moves." Mr Rabin, however, now describes 
Labour's vain attempts to build a new coali- 
tion with a multitude of minor religious fac- 
tions as a “malodorous misadventure’. He 
says Mr Peres should take the blame. 

Labour has 38 members in Israel's par- 
liament, the Knesset, and most of them ap- 
pear to be siding with Mr Rabin. Twenty de- 
manded at a meeting with Mr Rabin last 
week that he be appointed party leader, and 
at least eight others have pledged their sup- 
port. In sorry contrast, Mr Peres could get. 
only six members of the Knesset to a meet- 
ing on June 25th, and they told him that if 
he insisted on fighting Mr Rabin he would 
be humiliated. m 

Under Labour’s constitution, Mr 
Peres's chairmanship ought to be safe until 
the party convention next April. But Mr Ra- 
bin is pressing for a change in the rules that 
would allow a vote in the 1,200-strong cen- 
tral committee in July, or a nationwide bal- 
lot among Labour members and supporters 
by September. Although Mr Peres has won 
strong support from the central committee 
in the past, Mr Rabin believes he can now 
defeat Mr Peres in any forum. 

Mr Rabin has waited 13 years to regain 
the Labour leadership. Having narrowly de- 
feated Mr Peres in 1974 in the vote to suc- 
ceed Golda Meir, he was forced to resign the 
prime ministership three years later amid a 
scandal over foreign-currency accounts his 
wife held abroad. Mr Peres. took over, but 
lost the 1977 and 1981 elections to the 
Likud's Menachem Begin. In the 1984 elec- 
tion he failed to defeat a Likud government 


. that had presided over hyper-inflation and a 


traumatic war in Lebanon. A Labour-Liku ' 
coalition followed, with a rotating prim 


 ministership. The 1988 election produced 


another stalemate and another coalition 
with Likud, this time without rotation. 

In 1979 Mr Rabin wrote a book that 
called Mr Peres untrustworthy. It is a view 
shared, however unfairly, by many Israelis. 
Even Mr Peres's biographer, Mr Matti Go- 
lan, concedes that voters lack confidence in 
Mr Peres: "People are liable to say that he is 
not worthy, not credible, that something 
about him is false.” 

Credibility i is not a problem for Mr Ra- 
bin. He is seen as. being properly tough on 
security (as defence minister he used harsh 
tactics against the Palestinian uprising in the 
West Bank and Gaza) yet pragmatic on the 
need for territorial compromise. He is un- 
doubtedly more electable than Mr Peres.. 
That does not necessarily make Labour 
more electable than the Likud. . ne 











EUROPE 


The Germans give their 


answers 


From July Ist the two Germanies will have one CHELSIE) eno they will be 


one country. Germany's say will be decisive in Eur 


th on the future 


ope, 
of NATO and on the European Community. What a the Germans think? 


GERMANS are a lot more con- 
cerned about their team's perfor- 
mance in the World Cup than about the So- 
viet military threat. But they want Germany 
to remain in NATO, and most think that 
American troops should stay. A majority— 
albeit a surprisingly slender one—would like 
all nuclear weapons removed from German 
soil, yet most are adamant that the Soviet 
Union should not be allowed to use this as a 
bargaining lever in the talks on German 
unity. On the whole, West German views on 
defence matters are fairly robust, which will 
encourage the NATO allies as 
they prepare for their summit 
in London on July 5th-6th. But 
boosters of European mone- 
tary union will be less encour- 
aged by German robustness on 
the D-mark: the West Ger- 
mans don't much care for the 
idea that their beloved cur- 
rency might one day be re- 
placed by Euro-money. 

These are some of the find- 
ings of a poll commissioned by 
The Economist and the Los 

angeles Times and carried out 
vy the Allensbach Institute. It 
gives plenty for the NATO lead- 
ers to chew on. 

Their job at the London 
summit will be to discuss what 
new strategy should replace 
trusted ideas that are rapidly 
being undermined by the col- 
lapse of the Warsaw pact, the 
end of the cold war and the prospect of big 
arms cuts. They are likely to concentrate on 
four main issues: what should follow the ob- 
solescent strategy of a hard “forward de- 
fence” right up to the old dividing line be- 
tween East and West Germany; what 
nuclear weapons NATO should have; how to 
turn NATO into a more political and less mil- 
itary alliance; and how to make sure that, 
amid signs of Soviet foot-dragging, there 
really is an agreement this year on cutting 
conventional forces in Europe. 

At first sight, you might think there is 
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not much future at all for an alliance whose 
main European member, West Germany, 
has a population that seems to believe that 
there isn't really an enemy. West Germans, 
according to our poll, are far more con- 
cerned about pollution, immigration, the ef- 
fect of monetary union with East Germany 
on their living standards and even World 
Cup soccer than about the Soviet military 
threat (see Question | on next page). A 
mere 496 of those asked ranked the Soviet 
threat among their main concerns. 

Yet West Germans seem fairly relaxed 





Tanks for the memory 


about NATO as well as about the Soviet 
Union. (Is it only when the superpowers are 
getting on badly, such as during the contro- 
versy in the early 1980s over the deployment 
of Euromissiles, that people really fret about 
military policies?) Just over half of those 
asked thought a united Germany should be 
in NATO. Only 3496—though 4196 of under- 
30-year-olds and 45% of Social Democratic 
and Green voters—thought it should be- 
come a neutral country. 

Are NATO troops still welcome in Ger- 
many? A majority, but only just, says yes; 
































31% want the troops out, even if it means ` 
Germany has to leave NATO as a result. The 
presence of American forces would be more _ 
acceptable, according to the poll, if these — 
were blended into mixed units with soldiers | 
from other allied countries. Only 2896 of 
those interviewed thought Germany should 
agree to the continued stationing of Ameri- — 
can troops, but a further 39% would accept — 
them as part of mixed units. 

This suggests that there would be quite 
a lot of support in West Germany for one of — 
the ideas currently being promoted as a pos- 
sible alternative to the strategy of forward — 
defence. At the border there would bea thin — 
spread of "screening" forces. They would be 
backed up by a number of mobile corps, — 
each made up of divisions from several dif 
ferent countries and placed much farther 
back than are the national corps that are 
currently deployed. 

The area of NATO policy West Germans 
seem most jittery about is nuclear weaponry. 
Just over half of those polled think nuclear 
weapons should be removed from German — 
soil. The figure drops, though — 
only to 4296, when it is pointed 
out that the Americans might 
withdraw all their troops if 
they were stripped of nuclear | 
protection. E 

A worry for western policy- — 
makers? Yes, but not nearly as — 
worrying as they might have 
expected. Recent polling in- 
formation on German atti- 
tudes to nuclear weapons is. 
scant, but a poll taken for the 
American government T 
spring reportedly showed 8596. 
of West Germans in favour of © 
eliminating all nuclear weap- 
ons from their country. Our re- 
sults are far more balanced. 
They suggest that one West 
German in two believes the 
country should not run the 
risk of making the Americans. 
leave as a result of policy on 
nuclear weapons. And the whole subject of - 
nuclear weapons in Germany did not rank — 
specially high among people's concerns. n 

So what has changed? One possibility is: 
nothing much. A lot depends ón how the 
questions are asked. Allensbach put our 
questions in the form of a dialogue present- — 
ing different arguments, which elicits con- 
sidered responses on difficult topics. The — 
lesson for politicians is that the way they put 
the case for nuclear weapons could have a - 
big influence on the public's response. | 

The case NATO’s leaders look likely to be 
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on | June 22nd-25th 





1. Which of the following are you 
personally most concerned zem (pick 


















































| : € e e iiim 
-.€) The effect of monetary union with 
East Germany on your standard. 


(4) Moreiri arms in West Germany ... 3196 


‘est Germa eee conan 
$ in the World Cup . eeoseseet idonee 12% 
The Soviet military threat Fesser o 4% 


hould a united Germany konei 
eutral country or remain in NATO? 


Become neutral... i. oueon. 34% 


Undecided PORN eH ee rv ehh 15% 


. Do you think Germany hodi accept 
the presence of foreign troops as part of 

s NATO obligations, or should all __ 
foreign troops leave, even if Germany has 
to leave NATO as a ones 


Foreign troops should vithdtaw... ^ Kn +e 31% 
Undecided .,... esses 1695 


| : 4. Assuming a united Germany i is in 
|. NATO, should American troops stay in 





efending is that all the dd land- 
based nuclear weapons will be removed, pos- 


ion. The alliance would then have to 
ce do with only its air-launched weapons: 
city bombs and air-to-ground missiles 
1a range of up to 500 kilometres. Judg- 





find this idea enormously reassuring. 
‘But what will particularly reassure West 


al of nuclear weapons for Soviet bless- 
t. German unity. Nearly two-thirds of 
se interviewed said Germans should not 
w themselves to be pressured. Small 
nder that the latest Soviet proposal i in the 
'o-plus-four" talks on German unity got 
rt shrift. (In Berlin on June 22nd the 
ians suggested that four-power rights in 
any should extend for up to five years. 
mity, and that the western allies 
d reduce = ene in gie first 











of living... eese ee 42% | 


: Remain in NATO........eseeeee eel S196 


^ Accept foreign troops TTC 53% | 


| the country? Or should aid become part "E | 
y after negotiations with the Soviet 


y our poll, West Germans do not seem - 


'many's allies is the resistance to the idea _ 
t Germany should agree to trade a with- 


Results of a poll conducted by Bis oss Institute for The Economist and the Los 
Angeles Times, through interviews s with a representative sample of 840 West Germans 


of mixed units of NATO soldiers (eg, 
German, Italian, Belgian, British)? Or 
should they be withdrawn from Germany 
completely, even if Germany had to leave 
NATO as a result? 


Agree to continued stationing ....... 28% 
: Have mixed NATO units ............ 39% 


; ; American troops should withdraw ove 2596 - 
: Undecided . NOS Ue Ne a ae qe a Spur ec re 8% 


5. Now that the Warsaw pact is 


` crumbling, should nuclear weapons be 


removed from German soil? Or must 
Germany continue to accept them, so 


long as the Soviet Union remains the 


strongest nuclear power in Europe? 


Remove nuclear weapons from 

Germany .......... TEPORE 54% 
Cannot renounce nuclear weapons ... 37% 
Dndecided ces SoA ein a 9% 


6. If Germany refuses to have nuclear 
weapons, the United States might decide 
to withdraw its troops from the country. 
.. Would this worry you? 

AU nuclear weapons should be. 


removed from Germany without 
delay, regardless of the possible 





withdrawal of American troops .... -4236 | 


Must not run the risk of having the 
. Americans withdraw their troops. 
vos x pi os . teen eae = s 










which comes into force next week, on éco- 


. nomic and monetary union with East Ger- 
many. Not surprisingly, supporters of the 
parties in the Bonn government are far more . 


impressed with it than. supporters of the op- 


position—and nearly one in three West. 
. Germans is reserving judgment. There is lit- 


de enthusiasm, however, for the idea that 
the D-mark should be replaced. by a com- 


. mon European currency if there is in turn a 
Community-wide economic and monetary : 


union. Only 3396 are in favour of this; 4496 
are against. 

The results of the poll would presum- 
ably have been a bit different had East Ger- 
mans been interviewed as well as West Ger- 
mans (this is still much harder to organise). 
But perhaps not that different. Germans 
generally are in a fairly confident mood. 


- Nearly two-thirds of West Germans say they 
are optimistic about the future. They are 
even pretty confident in their soccer team. 


Last weekend two out of five thought West 


F Germany would win the World Cup. 


7. It has been proposed that as a military 
deterrent only a few nuclear weapons 
should remain in Germany, that is, only 
the types that are ‘launched from aircraft, 
not the land-based missiles. Is this 


8. If the Soviet Union made its agree- 
ment to German unity conditional on — 
the removal of all nuclear weapons from 
German soil, should Germany agree? 


Community really does move towards a 
monetary union. Would you be in favour 
or not if a common European currency 
were introduced, and the D-mark were to 


-o On economic matters, West Govan n 
— seem reasonably satisfied with the treaty, 


A good solution? PT 25% 
dt ctv pull Lace pie aeons e EO 
Undecided .. teaver woh eereeroee 26% 


— —— vet 
nate hn evn Perret rara mese nannte vr re nee minera aerae panem A EE Er : 


Yes, we should meet such a demand .. 2596 
No, we should not allow ourselves Yo 
to be pressured in the matter 
of German unity ....... Moo ves 65% E 
Undecided .................eeeee ee 10% 


mardiet A ami Cà cant yeh aa AIR pa ama arg a a n arare A vot inthe fa a Ve Rd sh tig TRI 


9, What is your impression of the state 
treaty on economic, monetary and social 
union with East Germany? 


Good wc cece cece ec sennererencsees 4296 
Not good ZI ZTT 
Undecided 


(3: a a RIS RR ene ee eee 3196 


10. Assume Tor the European 


rra rrr i rer are rs ug PARENT et arre rar HONE Ah Perrin a 





disappear? | 
In aces of European currency ..... 33% | 
Onposid is oiiscccevoecea ura e 43% | 
Don't care *€&^»2€-2499924a3999-«»^^»25x» 14% | 


v ds ‘Don’t know estt) th b 


German unity 


FROM OUR BONN CORRESPONDENT 


tede nant 








X 71TH their economies set to merge on 

July Ist, the two Germanies are roll- 
ing away more of the obstacles to full politi- 
cal union by Christmas. December 9th is ex- 
pected to be all-German election day, with 
formal unity taking effect the next day. 

- In the latest spurt of activity: 

e The political parties are aiming at cross- 
border mergers by the autumn. The Chris- 
tian Democratic Union, the leading party in 
both the East and West German coalition 
governments, will unite in early October. 
Mr Helmut Kohl, the West German chan- 
cellor, will be chairman and East Germany's 
Mr Lothar de Maiziére looks set to be his 
deputy. The two Social Democratic parties 
will combine in September under the leader- 
ship of Mr HansJochen Vogel, currently 
chairman in the West. That comes as a blow 
to Mr Oskar Lafontaine. He still hopes to 
oust EME Kohl as shancsilor and had. ben 




























Charlie checks out. | 


much touted to: take over the Jenn 
party leadership. Boss of the combined liber- 
als from August will be Count Otto 
Lambsdorff, chairman of the West Gernian 
Free Democrats, who was calling for early 
. allGerman elections before anyone. 
e The West German Bundestag and the East 
German Volkskammer have passed identi- 
cal resolutions definitively recognising the 
Oder-Neisse line as Poland's western bor- 
der. The move shifts one obstacle in the 
two-plus-four talks on the external dimen- 
sion to unity. The talks themselves are still 
deadlocked because the Soviet Union hates 
the idea of a united Germany in NATO; but 
all. participants aim to reach agreement in 
time for a blessing by a summit meeting of 
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the 35-nation Conference on Security and 
Co-operation in Europe, pencilled in for 
November. The next two-plus-four rounds 
are due in Paris in July, Moscow in Septem- 
ber and, if needed, New York in November. 
@ Checkpoint Charlie, for 29 years the most 
famous crossing point through the Berlin 
Wall, was dismantled on June 22nd and 
carted off to a museum. The entire 29 miles 
of wall in Berlin is due to be scrapped by De- 
cember, but it is not clear who will pay for 
the job. 


@ Lastly, Germans in both states have been 


asked what they would prefer their soon-to- 
be-united nation to be called. Reply: not 
German Democratic Republic (currently 
East Germany) nor Federal Republic of Ger- 
many (West Germany, and the name Mr 
Kohl would. prefer)-—but simply Germany. 
That is at least one simple answer on the 
road to unity. 





European summit 


Becoming a habit 


FROM OUR SPECIAL CORRESPONDENT IN DUBLIN 


("T^ HIS summit took no great decisions 


but got through some useful work," = 
said Mrs Margaret Thatcher after this | 
week's meeting of European Community. 


heads of government in Dublin. Curious 
words, for the European Council (as such EC 


Auf Wiedersehen, Ostmark 


FROM OUR BERLIN CORRESPONDENT 


H, THE Ostmark. After 42 unhappy 
years the East German currency will 
pass into pecuniary history on July Ist, 


when the D-mark will replace it. It may 


have been funny-money, but it did say a 


lot about the country which created it, 


and which will soon also disappear. 

Friedrich Engels looks out with vision- 
ary purpose from the front of the 50-Ost- 
mark note. On the back is a pic- 
ture of his nineteenth-century 
ideal: an industrial landscape, 
complete with smoke-stacks and 
a chemical processing plant. In- 
efficient, polluting industry and 
an outdated political creed: a 
neat summary of why East Ger- 
many failed. 

In West Germany the 
Bundesbank has followed a dif- 
ferent line. It adorns its notes 
with musing poets and histori- 
cal mentors, as part of a drive to 
link culture with capital. Take 
the DM50 note. In contrast to 
the gaudy red of the 50 Ost- 
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mark, it has dark-brown colouring remi- 
niscent of homely German oak-panelling, 
which makes it seem oh-so-dependable. 
On the front is a portrait by a Swabian 
master-painter, of a man resplendent in 
fur hat and wrap: a heavy link with tradi- 
tion. On the back is the Gothic-style 
Holsten Gate in Lübeck, its solid towers a 
reflection of the wealth generated by the 





. the Community would try to do someth 
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summits are known) had just agreed th 
inter-governmental conference should. 
in Rome on December 15th to start woi 
a new EC constitution. It also picked the 
of December 14th for another confer 
on economic and monetary union (EM 


"and signalled to Mr Mikhail Gorbachevt 


to relieve Soviet economic misery. : 

Although the two conferences will st 
together they are unlikely to finish at 
same time. The EMU conference coul 


industriousness of that Hanseatit-port 
What will become of old Ostmarks 
ter r Jul y Ist? Burning them would be i 


notes, and Fast Germany has not í 
environmental prea nae ‘ste 
ming from chemical works similar t 
one on the 50-Ostmark note— without 
leasing filthy-lucre smoke into the atm 
sphere. An imaginative solution mi 
have been to sell the money to Waddi 
tons, for use in de luxe Monopoly. s 
But civil servants have a duller way 
dealing with these things. ^^ 
looked in the files to see what 
did last time,’ ’ explains an | 
Berlin official, “and we fou 
that at the time of the currei 
reform in 1948 the notes. w 
buried. So that i is what will h 
pen this time." Across the co: 
try disused mine shafts are be 
filled with Ostmarks. 2 
Do not grieve for the O 
mark, though. Its after-life is s 
cured as a collector's item. A 
ready certain coins in min 
condition sell for ten times the 
face value—payable in D-maf 
of course. 







dy | E 
»posed new centra] bank’ 3 pani ( 12th 
n Britain found little interest in its plan 
ncourage use of the ecu). But not much 
aratory work has been done for the con- 
tional conference. Unless the foreign 
sters can find a common line on what 
itical union” means by December, that 
erence is likely to drag on for much of 
year. If either of the conferences lasts 
iger than a year, the EC’s ambitious time- 
e—to get national parliaments to ratify 
new treaties before the end of 1992— 


The one good row in Dublin was on 
t common line the Community should 
: cowards, the Soviet Union. Before set- 


we ES on ae ist. 
The prime minister, Mr Giulio 
Andreotti, is one of the rare sur- 
vivors in active politics who was 
present as a government minister at the 
‘signing of the Treaty of Rome, the formal 
foundation of the Community in 1957, 
At 71, the Christian Democratic veteran 
could hardly be more different in appear- 
ance, tastes and background from his for- 
eign minister, the ebullient 49-year-old 
ocialist Mr Gianni De Michelis. 

Mr Andreotti has the prudent air and 
rdonic humour of a world-weary Roman 
relate. Mr De Michelis, with his long 
lack ringlets and taste for disco dancing, 
out to prove that a good time need not 
be incompatible with hard work to boost 
taly. But on European issues the two men 
gree, Like practically all Italians (in 
zords, if not in deeds) they are fervently 
nd vocally committed to European politi- 
al and monetary union. 

. During the run-up to the Italian 
residency Mr Andreotti has left most 


ecent rows among the members of his 
ive-party coalition—and he may recall an 









i il sihen his government was dice in 
arliament. The memory must rankle: Mr 
zossiga Hn reminded fractious coali- 
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a “broad consortium” to b próvide ex economic 



















































aid. The letter hinted strongly that such aid 


could ease German unification by softening 


Soviet objections to Germany's member- 
ship of NATO. In Dublin President Francois 
Mitterrand backed Mr Kohl’s argument 
that Mr Gorbachev would be unable to in- 
troduce serious economic reforms without 
help—of, say, $15 billion. 

Mrs Thatcher countered that unless re- 
forms preceded aid, western cash would be 
wasted. Her irrefutable view met little resis- 
tance, and it was agreed that no aid would 
be given before studies had been carried out 
on what was needed. Her victory, however, 
had a price: a concession to a bit of empire- 
building by her béte noire, the Brussels com- 
mission, which the summit asked to prepare 
the studies and make proposals "covering 
short-term credits and longer-term support 
for structural reform". The proposals will 
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during its six months of the ro- 
tating presidency. 
À government crisis while It- 
aly holds the presidency could 
prejudice both Italian credibility 
and the process of reform that 
was set in motion this week in 
Dublin. As chairman of the general-affairs 
council (made up of the 12 foreign minis- 
ters), much of the preparatory work for 
the two inter-governmental conferences 
will fall to Mr De Michelis. Mixing his 
metaphors, he says he welcomes the job of 
conducting the European orchestra to- 
wards full political and monetary union by 
1993. Only these objectives, he explains, 
will enable the Community to fulfil its vo- 
cation as the "cornerstone" of a new Eu- 
ropean architecture of security and co-op- 
eration stretching "from San Francisco to 
Vladivostok". The architecture, he adds, 
















‘pean Act. This time Mr De Michelis and 


Hua remite in tra tr tit 


the zal conditions that should 
be tied. to EC aid. 

The commission is dead co-ordinat- 
‘ing aid from a group of 24 rich countries to 
six East European countries. Something 
similar is likely to emerge for the Soviet 
Union. But 6-24 aid for Eastern Europe con- 
cerns mainly tl et ansfer of know-how. If 
the commission's proposals for the Soviet 
Union go as far. as long-term credits, not all 
the group of 24 will follow. President Bush 
opposes financial aid for the Soviet Union 
but says he is happy for the £C to lend its 
own money and to lead western. 

«Mr Delors did not win the c commission 
this new role ín forele gn policy without a 
scrap. Mr Mitterrand floated the idea that 
his personal adviser, Mr Jacques Attali, who 
will run the European Bank for Reconstruc- 
tion and Development, should co-ordinate 
EC aid to the Soviet Union. Mr Giulio 



























must be flexible to allow for a continuing 
process of integration. 

Mr De Michelis wants the Community 
to formalise special forms of association, 
which could eventually be converted into 
full membership, both for the new democ- 
racies of Eastern Europe and for the six 
members of the European Free Trade 
Association (EFTA). He has also devoted 
energy to the five-nation “pentagon” 
grouping of Italy, Austria, Hungary, Yu- 
goslavia and Czechoslovakia. He says this 
grouping, based on the lands of the for- 
mer Austro-Hungarian empire, could act 
as a counterweight to German domina- 
tion of north-east Europe. Mr De Michelis 
admits to unease about German unity and 
says he wants to avoid a “‘neo-Carolingian 
Europe"—one dominated by Germany 
and France. 

Mr Andreotti-has also had his doubts 
about German unity. In September 1984, 
when addressing a meeting of the Italian 
Communist party, he said: "There exist 
two German states and there should re- 
main two German states." How things 
have changed. When he met West Germa- 
ny's chancellor, in Helmut Kohl, last 
February, he publicly recanted. 

Just five years ago, the last time Italy 
^ held the presidency, the ever-present 
Mr Andreotti was. foreign minister 
while a Socialist, Mr Bettino Craxi, 
was prime minister. At the Milan sum- 
mit in June 1985, the debate on how to 
reform the Community was stalled by 
British opposition. Mr. Craxi and Mr 
Andreotti broke the deadlock by satisfy- 
ing Mrs Thatcher and forcing a vote on 
the holding of an inter-governmental con- 
ference. The result was the Single Euro- 
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Mr Andreotti are looking for an. equally 
decisive step towards European ui union. 


















Andreotti, the Italian prime minister who 
takes on the presidency of the European 
Council for the next six months, insisted 
that the job be given to the commission. 
Mr Delors later repaid the favour when 
Mrs Thatcher said she could see no reason 
for having an extra summit at the end of Oc- 
. tober; as Mr Andreotti had suggested. Mr 
n elors said that he thought the commis- 
ion's proposals on the Soviet Union would 





"year, rather than the usual two. Mrs 
Thatcher resists extra summits for the same 
reason that federalists like them. The more 
often leaders meet and take decisions, the 
more they resemble an EC executive. 





Yugoslavia 
o 1to be Swiss 


TS YUGOSLAVIA bein up? That is 

À. understandably most people's main ques- 
don about the country in mid-1990. Each 
week brings new evidence of the assertive- 
ness of Yugoslavia's Serbs, and the con- 
nected restiveness of Croats, Slovenes, Al- 
banians and others. It does not have to end 
in tears. Yugoslavia has set out on.an experi- 
ment that could, if it succeeds, prevent it 
turning into another Lebanon. It might 
even, some wistfully hope, make it a Switzer- 
land-in-the-Balkans. 

Last year Yugoslavia was still a one-party 
state whose Communist politicians and 
army commanders were uneasily trying to 
keep a grip on its component parts: not least 
the northern republics of Croatia and Slo- 
venia, whose history tugs them strongly to- 
wards the West. Now both Slovenia and 
‘Croatia have non-communist governments. 
Macedonia, in the south, will soon have a 

ulti-party election. Bosnia, in the centre, 
will follow suit. Even in the one-party hold- 
outs of Montenegro and Serbia there are 
 bubblings of democratic dissent. | 

The Communist party, the glue that was 
supposed to hold Yugoslavia together, virtu- 
ally dissolved back in January. Might the 
army be the new glue? The generals have 
done nothing openly to stop the democratic 
process. But they did pass on their misgiv- 
ings to Yugoslavia's eight-member collective 
presidency. Mr Borisav Jovic, a hardline 
Serb, who took over as chairman of the 
presidency i in May, echoed i in his inaugura- 
tion speech the army's jeremiad about the 
danger of civil war. The reaction was swift. 
Mr Ante Markovic, the federal prime minis- 
ter, reminded the defence minister, General 
Veljko Kadijevic, that he was way out of line 
in manoeuvring behind his back. 

Mr Markovic is making something of a 
habit of upsetting Yugoslavia's hardliners. 
He had already annoyed them by insisting 
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. ^^ be ready—it so happened—just about then. 
|. So there will probably be four: summits this 





that the al-Yugoslavia election due later this 
year should be multi-party, like the recent 
polls in Croatia and Slovenia. Then came 
his casual announcement that he would 
himself launch a party, or a coalition of par- 
ties, which would run independently of the 
Communists. The idea would be to secure 


the widest possible support for his govern- 
ment's economic reform programme, | 
. Multi-party politics is fine by Croatia, 
‘Slovenia, Macedonia and Bosnia. But Ser- 
.bia's leaders hate the idea. There the old 


Communist elite is still holding on to power 


under Mr Slobodan Milosevic, a formidable 
populistauthoritarian who wants to pre- 
"serve the party's supremacy. 


:Mr Milosevic fears, correctly, that a free 


election would be a disaster for him i in two. 


once semi-autonomous provinces that he 
has recently pulled into the clutch of Serbia. 
One is Kosovo, to the south-west of Serbia 
proper, 9096 of whose people are ethnic Al- 


 banians. In a free election Kosovo's oppo- 


nents of rule from Belgrade would sweep the 
board. Even in Vojvodina, to the north of 
Serbia, the old "autonomists" who were 
overthrown by Mr Milosevic in 1988 might 
do fairly well. Anti-Belgrade feeling in Voj- 
vodina, though less strong than in Kosovo, 


has been reinvigorated by the heavy-handed 


behaviour of the Milosevic carpet-baggers. 
But Mr Milosevic can no longer even 
count on solid support among the Serbs 
who make up 3896 of Yugoslavia’ $ popula- 
tion. Many Serbs, both in Serbia and else- 
where in Yugoslavia, might vote for non- 
communist candidates: not least for Mr 


. Markovic, who the opinion polls say is now 


the most popular politician in the country 
because he at last seems to be getting a grip 
on the economy. By pegging the dinar to the 
D-mark and liberalising imports, he has 
brought inflation—running at an annual 


rate of 2,500% in December— dramatically 


down. Prices hardly rose at all in May. 
The pressure on Mr Milosevic, the Serb 


Hammering out a new Yugoslavia 


- non-communist parties—either alone 


lure of 


been asked to remove the trade unio! 















































strongman, is growing. In Kosovo 
the entire Albanian population has j 
campaign of civil disobedience. Th 
Serbs continue to pull out, sensing t 
days of Serb rule are numbered. In € 
itself some 30,000 non-communists de 
strated on June 13th in Belgrade fo 
elections in the republic: Mr Milosevi 
playing for time, but he is also start 
repackage his party for an election: 
12th Serbia's Communists plan. to 
their name to Socialists. To neutra 
effect of a certain electoral defeat in. 
(and a possible one in Vojvodina, 
rushing through a new, unitary con 
for Serbia; a referendum on them 
be held on July Ist and 2nd. 
It is quite possible that within 








coalition with Communists—will be: 
fice in all of Yugoslavia’s component. 
The consequence will be either the- 
trys disintegration or, maybe, a de 
which Yugoslavia is turned into a far lo 
federation than it is now. The country 
come to pieces, perhaps violently. Hence 
"the Swiss model". But it will 
fiendishly difficult to build a Balkan equiva 
lent of Switzerland in a place torn by 
many national hatreds and rivalries. It’s 
long vay from Belgrade to Bern. : 





The end is nigh 


FROM OUR WARSAW CORRESPONDENT 


OLIDARITY is hardly the word for 

Mr Lech Walesa accuses Poland's prit 
minister, Mr Tadeusz Mazowiecki, of c 
ardice. Mr Mazowiecki's press spokest 
accuses Mr Walesa of despotism. Mr 
Michnik, editor of Gazeta Wyborc 
Solidarity-affiliated newspaper whi 


from its front page, replies to his criti 
am a crypto-communist, my resp 
antagonists, then you are swine.” 
. Can these be the same people w 
ated Solidarity, sustained it for a de 
opposition and then less than a year 
gether toppled Poland’s communist go 
ment? It comes as no surprise that p 
differences have surfaced now that th 
enemy, the communist party, has gone 
the bitterness that has accompanied 
has cast its own shadow over Polan 
future. | 
Mr Walesa started the trouble, th 

he would argue that circumstances 
voked him. Taking his cue from popul: 
satisfaction, Solidarity's leader complai 
that the government's political reforn 
moving too slowly. The press and televi 
he pointed out, are still domina 
monopolies. The parliament still: 
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Lenin, Solidarity, Walesa. What next? 


communists and their former affiliates who 
were not elected democratically. General 
Wojciech Jaruzelski, instigator of martial 
law, is still president. 

All that is true. But Mr Walesa won him- 
self few friends among his former colleagues 
by touting his own presidency as the only 
possible solution to the problem. When that 
backfired he set up his own personal politi- 
cal organisation. His new Centre party 
(which he says is not yet a party) began look- 
ing for allies even among the leaders of the 
two former communist satellites, the Peas- 
ants’ party and the Democratic party. They 





are compromised by their past and have no 
popular support at all, though they do have 
seats in parliament. 

But he overstepped the mark when he 
tried to fire an old associate whom he him- 
self had nominated, though others had 
voted in, as leader of the Solidarity Citizens’ 
Committees. The committees are Solidar- 
ity's political arm. Mr Walesa clearly wants 
to co-opt them into his new party. 

When all this earned Mr Walesa a bad 
press from Gazeta Wyborcza, for good mea- 
sure he tried to fire Mr Michnik as well. A 
growing band of those he had offended— 


the paper's journalists, a few government 
ministers, and members of both Solidarity's 
old "lay left" and the Catholic intellectual 
camps—then met to form their own alliance 
(also not yet supposed to be a political 
party.) Last weekend nearly half of the 
founding members of the national Citizens' 
Committees turned in their resignations. 
The old Solidarity, it seems, is about to split. 

What, apart from abuse, do the two 
sides have to offer? The difference lies in 
their means more than their ends. Mr 
Walesa thinks that only "quick decisions" 
(preferably his own) can slice through the 
bureaucratic barriers. The government- 
dominated camp prefers a more cautious 
approach. 

Neither side, however, offers much dis- 
cussion of the great issue of the day, Po- 
land's radical economic reform. Indeed all 
the disputation appears to have brought the 
passage of much needed legislation through 
parliament to a virtual halt. Poland still ha 
no new law on telecommunications (so littl: 
chance of getting the telephones to work), 
no law on private property (it is still illegal to 
own more than one house), no law on the 
privatisation of state companies. Yet with- 
out these and other laws on the statute 
books to break up the old state-run monop- 
olies, the battle against inflation and low 
productivity will be lost. Meanwhile, the 
bickering does little to boost public confi- 
dence either in the government or in the 
economy. 





Soviet Union 
Party pieces 


FROM OUR MOSCOW CORRESPONDENT 


Next week the Soviet Communist party is supposed to meet for its 28th 


were still debati 


S 
congress. At stake is the party’s credibility. Yet this week party lead 
$e whether the congress bnt even take place. 


ers 


e dith- 


ering shows the depth of the divisions among the worried comrades 


OMMUNIST congresses are the great 

set-pieces of Soviet politics. Roughly 
every five years, 5,000 or so members gather 
in the Kremlin, traditionally to talk about 
gripping issues like five-year plans. This 
time, though, there are matters of political 
life and death to discuss. 

Since the last congress, in 1986, the 
party has given up its constitutional guaran- 
tee of monopoly power and dozens of demo- 
cratic alternatives have sprung up. Scores of 
party leaders in big cities have been over- 
thrown in street demonstrations reminis- 
cent of 1989's scenes in East Germany and 
Czechoslovakia. The local parties of all 
three Baltic republics have severed their 
links with the pan-Soviet party. 

Even the idea of communism, the Uto- 
pia towards which the country has suppos- 
edly been striving since 1917, has come un- 
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der attack. Last October Mr Boris Yeltsin 
called this aim "pie in the sky". Even one of 
the pillars of the party establishment, the 
prime minister, Mr Nikolai Ryzhkov, now 
admits communism is a goal so remote as to 
be beyond any foreseeable future. 

The party has been desperately slow to 
adjust to all this. At the last congress, de- 
spite stormy debate, it did not make a single 
change to its constitution or rules that had 
not already been agreed upon in pre- 
perestroika days. So, though Mr Mikhail 
Gorbachev has been in charge for five years, 
this congress will be the first occasion since 
he took over at which the party is likely to 
make real changes in the way it works. 

What changes! Communist radicals 
want to turn the party into what they call a 
"parliamentary" one, by which they mean 
an ordinary party arguing for its policies in 


the Supreme Soviet and hoping to win 
power in free elections. They have a mani- 
festo called the Democratic Platform. It says 
that the party should abolish all its extra- 
parliamentary powers (such as the mainte- 
nance of cells in the KGB, interior ministry 
and army); that they should allow greater 
freedom of debate; and that, instead of be- 
ing a single party with branches in each i 
public, it should become a federation of i..- 
dependent republican parties. The radicals 
have said that, if these policies are not 
adopted at the congress, they will leave the 
party and set up a rival one of their own. 

At the other extreme stands the Marxist 
Platform. Its supporters want the party to re- 
turn to its Leninist principles, reimpose 
strict discipline among members and rebuild 
party control over the government, factories 
and the rest. Far from letting their party be- 
come just one among many, they think it 
should go back to being what it was before: a 
super-party, using its 18m members as a par- 
allel civil service. Supporters of the Marxist 
Platform pretend to be in favour of 
perestroika, but their policy would mean 
abandoning any thought of proper eco- 
nomic reform. It would also uproot multi- 
party democracy and undermine the Su- 
preme Soviet. 

Two months ago these extremes seemed 
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Under the Representation of the People Act of 1989, 

m important changes have been made in who can vote 
in UK Parliamentary and European Parliamentary 
Elections. : | 


- The qualifying period for the right to vote for people 

living abroad has been extended from five to twenty 

years. That means if you left the UK as long ago as 
October 1970 you can still vote. | 


- People who left the UK before they were old enough 
to beincluded on the Electoral Register may register 
as overseas electors. 





DON'T LOSE YOUR RIGHT TO V 


ISSUED BY THE UK GOVERNMENT 


easel’ 
eee anaes 


PLEASE INFORM ANYONE YOU KNOW LIVING ABROAD ABOUT THIS. 


- You no longer need to declare an intention to return 
to the UK. 





Your vote will be cast in the constituency in which _ 
you or your family were registered before leaving 
the UK. | | 








In order to qualify you need to fill in an application 
form by 10th October 1990! ; 


To get a form and explanatory leaflet contact your 
nearest British diplomatic or consular post, ! 
15TH SEPTEMBER IN NORTHERN IRELAND: 





EUROPE 


Polozkov upstages Gorbachev 


roughly balanced. Now the advantage has 
shifted decisively to the right. The conserva- 
tives in effect won the elections for congress 
delegates, 4396 of whom are either party 
functionaries or government bureaucrats. 
And on June 20th congress delegates from 
the Russian Republic (representing 5896 of 
party members) showed their strength when 
they established a Russian branch of the So- 
viet Communist party and elected as their 
leader Mr Ivan Polozkov, notorious for clos- 
ing down co-operative (that is, quasi-pri- 
vate) businesses in his city of Krasnodar. 

Mr Polozkov immediately promised to 
work with Mr Gorbachev. But he remains 
one of the most prominent "neo-conserva- 
tives”, who combine old-fashioned views on 
Marxist ideology with tub-thumping appeals 
to egalitarian populism. The Russian Com- 
munist party is now the base fcr conserva- 
tive opposition to reform. The conserva- 
tives’ success means that the congress will 
not adopt the Democratic Platform, leaving 
its supporters little choice but to leave. 

But that does not necessarily mean that 
Communist-party reform will end. The 
Democratic Platform itself has only 140 or 
so publicly committed delegates out of 
4,700. But allied to them is roughly one- 
third of party members who want reform 
but will not necessarily leave the party if the 
whole Democratic Platform is not adopted. 
This group includes most of the few genu- 
inely popular Communists (like Mr Boris 
Yeltsin, the Russian president, and Mr 
Gavriil Popov, the mayor of Moscow). Al- 
ready dissatisfaction with Mr Polozkov is so 
great that grass-roots party organisations in 
many cities are trying to find a way of not 
joining the new Russian party, while remain- 
ing in the pan-Soviet one. 

It is for the support of these members 
that President Gorbachev—who also hap- 
pens to be general-secretary of the Commu- 
mist party—is fighting. The battleground 
will be the election of a new Central Com- 
mittee, the group of 260 officials which is 
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the party's top policy-making organisation 
between congresses. Mr Gorbachev had 
hoped to pack it next week with like-minded 
reformers. Talk of postponing the con- 
gress—which he had brought forward by 
half a year to speed up change—suggests 
that he no longer thinks he can do this. 

At best, therefore, it looks as though the 
party will remain riven by disputes between 
conservatives and those reformers who de- 
cide to stick with it. At worst, from Mr 
Gorbachev's point of view, the party will 
split, leaving the conservatives in control of 
by far the biggest part. The leader of Mos- 
cow's Communist party organisation, Mr 
Yuri Prokofiev, foresees three main political 
groupings in the future: a fundamentalist 
party, based on the Russian Communist 
one; a socialist party, based on the Demo- 
cratic Platform, probably allied with some of 
the more left-leaning new parties; and a co- 
alition of the anticommunist remainder. 

Mr Gorbachev has vowed to stay with 
the existing Soviet Communist party. But 
the party as he knows it may not survive. He 
could soon find himself without a base of 
support—a dangerous position for any lead- 
er, anywhere. 





France 


United they stand, 
for now, at least 


FROM OUR PARIS CORRESPONDENT 


EN Mr Valéry Giscard d'Estaing 

was president, Mr Jacques Chirac, his 

first prime minister, used to dread their pri- 
vate meetings. Mr Giscard d'Estaing would 
drink his tea alone and not offer the chain- 
smoking Mr Chirac an ashtray. Mandarin 
and glad-hander, these rival leaders of the 
respectable French right were never fated to 
get on. You could not fit a bankcard into the 


difference between their policies. Both de- 
test the extreme right. But partisan quarrels 
between them and their lieutenants over the 
past 15 years go far to explain a big oddity of 
French politics: why, when a majority of vot- 
ers back mainstream conservatives, are the 
Socialists in power? 

To limit this feuding, the two men have 
now announced a "confederation" of their 
two parties, the Union pour la Démocratie 
Francaise (UDF) and the Rassemblement 
pour la République (RPR). The idea is to run 
single candidates for the mainstream right 
in the parliamentary election due by 1993, 
and to put up one challenger for president 
two years after that. The confederation will 
be known as the Union pour la France (UPF). 

If this idea works, the right will be better 
placed not only against the Socialists but 
against the National Front. This far-right ra- 
cialist party has around 1596 support in 
opinion polls. Its leader, Mr Jean-Marie Le 
Pen, says that in a general election Front 
candidates could beat the two parties of the 
right in many constituencies. The fear on 
the respectable right is that this might prove 
more than boasting if it fails to unite. 

Mr Giscard d’Estaing’s centre-right and 
the neo-Gaullists under Mr Chirac have not 
merged. Only with difficulty have they 
agreed on a nominating system. The plan is 
for elected officials and party members or 
"sympathisers'" to pick delegates to a nomi- 
nating convention. Settling the voting 
strengths for each of these has already 
caused friction. The UDF has more elected 
officials but far fewer members than the RPR. 

Alliances on the right are not new. In 
the general election of 1986, which the right 
won, it ran single candidates in more than 
half the seats it carried. That did not pre- 
vent a gruelling fight on the right for the 
presidency two years later. 

Not all conservative leaders have rallied 
to the confederation. Mr Francois Léotard, 
a younger rival of Mr Giscard d’Estaing’s, 
staying on one side. "A dressing up c. 
what's always been there" is how one of his 
advisers describes the new agreement. Mr 
Léotard belongs to his own alliance, La 
Force Unie, which includes young turks 
from the centre-right and from the neo- 
Gaullists. To them, Mr Giscard d’Estaing 
and Mr Chirac are has-beens. 

There is another problem among Mr 
Chirac’s followers. Party hardmen such as 
Mr Charles Pasqua and Mr Philippe Séguin 
are doubtful about alliances. They want a 
strong neo-Gaullist party with a clear image. 
Yet a leading party "wet", Mr Alain 
Carignon, the RPR mayor of Grenoble, has 
just suggested that the best answer to Mr Le 
Pen is an all-party front of conservatives and 
Socialists. 

An election alliance is a splendid idea 
for the mainstream right. Making it work 
will be another matter. 
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We put your ideas into perspective. 


Our strong base in the home 
market facilitates your worldwide 
operations. What distinguishes us 
from other banks is that we have 
twice the resources. As a large inter- 
national commercial bank in our 
own right, we are represented in the 
world's key business centers and, as 
the central institution of Germany's 
corporate banking system, we oper- 
ate on the broad basis through a 


network of 3,000 local "Volksbanken" 
and “Raiffeisenbanken”, Europe's 
most extensive branch network. 
Thats why you will find our 
strenath wherever your international 
operations require it. In the best 
cooperative tradition, we uncom- 
promisingly put both our global 
resources and our strong position 
in the home market at your service: 
We put your ideas into perspective. 


DG BANK C4 


Head Office: DG BANK, Am Platz 
der Republik, PO. Box 1006 51, D-6000 
Frankfurt am Main 1, Tel. (69) 74 47-01, 
Telex 4 12 291, Telefax (69) 74 47-16 85. 

Offices in: New York, Los Angele 
Atlanta, Rio de Janeiro, Hong Kony, 
Singapore, Tokyo, Kuala Lumpur, 
London, Amsterdam, Luxembourg, 
Paris, Zurich, Geneva, Monte Carlo, 
Moscow, Budapest, Bucharest. 





D-mark day dawns 


HIS Sunday, July 1 1990, the two postwar 
halves of Germany will, in all but name, be re- 
united. A treaty on monetary, economic and social 
union comes into force establishing West Germa- 


>» «4 


ny's "social market economy" as the norm for all 
Germany. Any clauses in East Germany's constitu- 
tion that contradict it will no longer apply. The East 
German Ostmark will give way to the West German 
D-mark as East Germany's legal tender, the Bundes- 
bank will become the central bank for all Germany, 
and East Germany's fate will, de facto, become the 
full responsibility of the government in Bonn. 

In 10,000 booths and banks around the country 
East Germans will each have a week to exchange 
4,000 Ostmarks (more for the old, less for the 
young) for D-marks at a rate of one-for-one. The rest 
of their cash or deposits, and all their debts, will be 
worth only half as many D-marks. Prices and wages 
in East Germany will supposedly be converted at 
one-to-one as well. In practice they will be launched 
into an East German unknown—whatever the mar- 
ket will stand, whatever the employer can afford. 
There, and not in the technical matter of money 
and rates of conversion, lie the true rigour, hope 
and risk of the change. 

This D-day will destroy a microcosm of the Eu- 
rope of the past 40 years. Germany was forced to be 
a laboratory in which prime examples of the devel- 
oped world’s two competing ideologies worked side- 
by-side. No differences of language or culture mud- 
died the test. A man-made membrane separated the 
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two experiments. When, late last year, that barrier 
burst, the findings were conclusive. A communist 
command economy is an utterly hopeless way of 
running an advanced society: not even Germans 
could make it work. 

Now the experiment moves into a new phase. 
What happens when the market rushes into the 
workings of a command economy? How quickly will 
East Germans adapt to its opportunities and un- 
forgivingness? Ideology apart, will their government 
abandon an ingrained urge to meddle and control? 
How will the people react to the destruction of mil- 
lions of individual vested interests? What state sup- 
port will they irresistibly demand to lessen their dis- 
comfort, and what will West Germans be ready to 
supply, whether honestly through risk capital and 
soundly financed public spending, or covertly 
through inflation? 

This German crash-course in capitalism is un- 
deniably special: East Germans are free to quit for 
West Germany if conditions at home become too 
tough. They are being handed sound money to 
work with from the start of their new experience. 
The weight of resources waiting to to be invested in 
the new freedom is unusually large. Nevertheless, 
the outcome of East Germany's “big bang" must 
powerfully influence the rest of Eastern Europe's ap- 
proach towards the market economy. 

The West Germans are facing this test with an 
almost schizoid blend of elation and worry. They 
are glad to do what comes so naturally, but dis- 





West Germany is 
about to take 
over a country 
that has lived 
more of a lie than 
most outsiders 
ever imagined. 
Nico Colchester 
describes the 
shocks in store 
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Only a year ago, in his book "The Germans", a Brit- 
ish journalist, Mr David Marsh, printed an intrigu- 
ing set of quotations by a dozen eminent contempo- 


rary Germans on the idea of unification. Only one. 





of the 12 came out prescribing one German state; 
the rest talked of "roof “European unity”, 
and "loose confederations” and so forth. Yet even 
as they talked, West Germany was already spending 
some DM5. billion. a year on its relationship with 


abed ur its fulfilment. miah upset their caiefully cg 
run economy and tidy lives. West Germans have al- ^ f 


ways found it hard to dare to hope for unification, - bs $ aar First; ‘the 
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Soviet Uriön no » longer i 
had the will to sustain the East German order—the 
line of fear that reached back to the Kremlin had 
snapped. Second, the communist regime was shown 
to be more corrupt than most East Germans had 


remotely realised. Third, the unstoppable right of 
` East Germans to leave for West Germany put in- 
tense pressure on Bonn and made gradual change i in 


East Getmany almost impossible. Fourth 
Helmut Kohl gambled an East German 
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nto the vortex 


UST a year ago the barrier between 
the two German states began to leak. 
Since May 1989 the government of 


barbed-wire fence along its border with 
Austria. A trickle of East Germans began 
to use their relatively easy access to Hun- 
gary to slip past lackadaisical Hungarian 
border guards to the West. During Au- 


5,000 a week, with thousands more 
camping in Hungary, waiting for permis- 


ber 10th the government in Budapest 
boldly relaxed its border controls. With- 
in 72 hours, 12,000 East Germans had 
emigrated in lines of sputtering Trabant 
cars, the largest exodus since the one that 
prompted the building of the Berlin Wall 
in 1961. 

If there was any moment when the So- 
viet leader, Mr Mikhail Gorbachev, 
might have shored up East Germany as a 


East Germany, weaving a spider’ s web of practical 





chance for one nation came, ` Mi 
West German chancellor, an | the foreign minister, 
Mr Hans-Dietrich Genscher, a master of German 
ingers itzengej ihl, Ene instinctively that - 
they must go for i : 
The story of. Germany s move towards union 
has been one of 












jé frames have collapsed and 


Hungary had gradually dismantled the. 


gust 1989 the trickle grew to a stream of 


sion to reach Austria legally. On Septem- - 


Tiler Kohl, the 


tlpool-like acceleration, in 


mođel communist state, it was then. But 


- his government spokesman merely called 
Hungary's action "unusual". T 
the non-signal that East Germans had. 





been waiting for. On Monday September 
25th, mass demonstrations broke out in 
Leipzig and thereafter’ | 
throughout the country with ever- 
mounting numbers of marchers. The 
East German government tried to stem 
the exodus to Hungary but would-be es- 
capers turned instead to West German 
embassies in Prague and Warsaw and de- 
manded safe passage to the West. 


The East German state celebrated its 


40th birthday on October 7th. The greet- 
ing by host Honecker of guest-of-honour 


Gorbachev was the last wince-inducing 
kiss that the Russian and German leaders © 


were destined to enjoy. In a remarkable 


interview given shortly before his death, 
- Horst Sindermann, the number three in 


the East German hierarchy, told Der | 





the promise of a quick currency unio 
7 ~ won it hands down. oe. 
= In short, a common presumptior 


here for itself. and that its people would certainly - 
want to preserve the better parts of their system in - 
any opening towards the West. When the lid was 
lifted, the pot was found to be scorched and empty. 
East Germany' s separate identity will vanish largely 
unmourned. Like the Spdtheimkehrer, those hag- 


"hat was | 


blossomed _ 









Spiegel what had happened a at the Polit- 


buro meeting that followed: 


Gorbachev made a speech FN moved i me 
and most of my colleagues deeply. Without 
being a know-all, he urged us to seize our 
chance, uttering the now-famous phrase ‘he 
who comes late-gets punished by life’. 

Honecker did not agree with Gorbachev at 

all, but went on and on about the successes 
of the German Democratic Republic and its 
four-megabit chip. We were all furious and 
the meeting ended in icy silence. After that 
we were all agreed that Honecker could not 
remain secretary-general. 





. Mass protests continued, avit 10, 000 in 


Leipzig on October 9th, twice that num- 
ber a. week later and twice that again on 
October 23rd. Opposition movements 
emerged: first, a New Forum of activists 
seeking to reform and democratise East 
Germany's communist system, then the 
Christian’ Democrats and. the . Liberal 
Democrats from under the thumb of the ` 


SED, the communist party, where they 
‘had long cowered. The Social Demo- 
cratic party, which had been forcibly 


merged with the sep by the Russians in 
1946, re-established itself not to reform 
communism but to push for multi-party 
democracy and "an ecology-orientated 
social market economy”. 

The Politburo kicked Mr Honecker 
out on October: 18th and chose as leader 
the oily Mr Egon Krenz, a relatively 


- young Honecker-protégé who had com- 
. petently run East Germany's internal se- 
‘curity. He launched a rearguard pro- 


gramme of reform, with promises of kid- 
glove policing, new faces at the top, and 
foreign travel galore. A known election- 


fixer, his "we. need socialist democracy 
like the air we breathe” prompted hollow 
laughs. He did, however, engineer 
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just so much stolen time. 


Any visitor to the country in can see that 
the economy has been continuously plundered. It is 
well-known that the Soviet ees dismantled and 
gent home much of East Germany's capital stock af- 
ter the war: some 30% of the rail network is single- 
| track today because the Russians used trains on one 
| trackto cart away the rails from the other. But, less. 
^| | well-known, East Germans thereafter plundered it 
themselves, running down its capital stock and 
ruining its environment to bridge the gap between 





Cheap consumption and expensive supply. 


Hitler's motorways are now fully depreciated, to 
put it mildly. Bouncing over their ruts takes the 
western driver a k 40 years to unfenced dual-car- 
c-effect bridges and a fellow motorist 
re or so ina car that makes a Bee- 
he housing stock is decrepit. 
s still in private nonas üii central 








"^ dii nges. a would | have ee sensa- 
-tional under Mr Honecker. He promised 
_ free elections, and on November 9th he 
knocked holes in the Berlin wall, un- 


leashing scenes of jubilation that de- 
lighted the world. 


It seemed for a brief moment that Mr, 


Krenz might have regained the initiative 
for his party. But by mid-November the 
tide of expectation was too much for 
him. Suddenly the talk was all of unifica- 
tion. The reformist, intelligentsia of New 
Forum found that it, too, was being 
_ stranded by events. The coup de gráce 
for Mr Krenz and his Politburo was the 
revelation in late November of the way 
the old guard had pampered themselves. 


East German television viewers saw the . 


lavish perks of austere, high-minded Mr 
- Honecker, and seethed when they saw. 
~ the authorities scrambling to cover up 
corruption. German, communism was 
discredited beyond saving. Mr Krenz and. 


-- his Politburo resigned on December 3rd. 


." The prime minister, Mr Hans Modrow, 
soldiered on towards elections that were 
urgently set for May 1990 to save the 
. country from economic collapse. 
. - At first, Bonn’s politicians bickered 
over who should get the credit for this 
breakthrough. The ruling Christian 
Democrats and Free Democrats were visi- 
bly scrambling to keep abreast of events. 
The Social Democrats feared the return 
of German nationalism. The Greens 
sympathised with the East German intel- 


ligentsia who wanted to make their Ger- 


.. many democratic but different. Then the 
West German chancellor, Mr Helmut 
Kohl, began a charge worthy of a prop 
forward to win the title of Mr Unifica- 
tion. "People always underestimate me. I 
make a very good living out of it," he 
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gard German prisoners-of war whom the Soviet 
Union allowed home in the mid-1950s, most East 
Germans seem to view their years of communism as 


Genscher. It envisaged first, 


German Länder. 








their homes, and it shows. 


said, and his performance 
showed how. At the end of 
November he prepared and 
aired a ten-point plan for unifi- 
cation without consulting the 
Americans, the British, the 


French or, indeed, Mr 


free elections in East Ger- 
many, second a period of align- 
ment between the two coun- 
tries, and third East Germany ` 
acquiring the status of West 


Continued East German emigration 
forced Mr Kohl to compress his plan be- 


yond recognition: some 120,000 left in- 
after 
340,000 in the whole of 1989. Mr Kohl - 
found himself juggling the following - 


the first two months of 1990, 


balls: 

@ The need to offer East Germans a pros- 
pect good enough to stay for. 

€ The need to do this without shoring up 
the communists’ position - 
Germany. 

e The need to keep Russia and West Ger- 


many 's NATO allies feeling unthreatened ; 


and consulted. 
@ The need to appear loyal to the ideals 
of the European Community. 


@ The need to satisfy the Cae far 


right that he would not lightly forget 
Germans and German lands beyond the 
postwar border with Poland. 


@ The need to fend off a mounting chal- 
lenge in West Germany by the Social 
. Democrats, who combined support for 
German unity with pleas that both it and 


immigration be slowed down to protect 
jobs and housing at home. | 

@ The need to offer an attractive cur- 
rency swap to East Germans without ap- 





allocation and absolute rent control have had their 
predictable effects. Two-fifths of the housing was 
built before the first world war and does not appear 
to have seen a paintbrush since. People in East Ger- 
many spend just 396 of their disposable incomes on 


The plundering has been at its most damaging 
in industry. Mr Werner Scheer, director of the 
country’s Special Steel Kombinat, based in Bran- 
denburg, explains that East German managers 
could make no use of depreciation charges to fi- 
nance investment: they had no “own resources". 
All profit after paying variable costs was sent 
straight to government, which meant that all capital 
spending had to be teased out of government as 
"fresh" investment. Here central whim came into 
play. If your company was in a favoured industry, 
such as energy, micro-elecronics or heavy machin- 
ery, you got modernised. If, like Mr. Harry 
Strohbach, the managing director of ves (People's 
Business) Prefo, a small Dresden toymaker, you 
seemed inessential; so you were ignored. “Invests 


- ny's prized monetary stability. 
€ The need for the conservative alliance 
“to win, against the odds, the forthcoming. 


average East German keen on ra id 
union! 


" Kohl pushed for speed and more spe 
in East 


of the West German constitution, whic 
would allow East Germany simply. to be 
‘absorbed into West Germany, rathe 
than by article 146 (favoured by the of 
position) which would involve negotiat 
_ing a new pan-German constitution. 


. conservative alliance, led by Mr Loth 
~de Maiziére, won the East German elec 
tion that had been brought forward t 


to drive onwards to this weekend's great 
"changes New Forum, the movement 






























































pearing ready to sacrifice West Germ t 


election in East Germany. The dis 
fected might still be fleeing, but was th 


Rising powerfully to this stunt, | Mr ; 


Brushing aside the Bundesbank, he of 
fered to put D-marks for Ostmarks, one- 
for-one, in East German pockets, soon 
He pushed for reunification by article 23 


His crisis-driven gamble paid o 


March. Mr Kohl thus secured a mandate 


which had started the peaceful revolu- | 
tion in East Germany, came nowhere. 





equipment for over a decade. Come and see my ma- 
chine shop. It dates back to Augustus the Strong," 
he whispers with black humour. 

The command economy may have worked in 
war but it was overwhelmed by Ehe complexities of 
modern peace. Pursuing, since 1974, a policy of 
Abgrenzung, East Germany shut itself off from the 
international division of labour. You can call this 
the regime's fatal mistake, but it was a mistake that 
flowed logically from its choice of political isolation 
from the West. East German industry makes just 
about everything a modern man could list —one 
shoddy version of each. Two-thirds of East German 
GNP is in manufacturing, energy and mining, (West 
Germany, 3596) and one-third is exported, mainly 
to Comecon countries whose unquestioning cus- 
tom leaves the supplier with no idea whether his 
products are world class or not. 

Mr Horst Sindermann, the late number three in 
the Politburo, conveyed the quagmire feel of East 
German input-output planning in an interview in 
Der Spiegel: 

I found in Berlin a giant bureaucracy that I was, as gov- 
ernment leader, quite helpless against. Everything was 
controlled down to the smallest detail. Everything de- 
pended on everything else, but lots of things didn't work 
and nobody could say why not. Before every meeting of 
the council of ministers there was a mountain of 
paper—several hundred pages high. Nobody could 
work through itall, but it was there that the planning 
bureaucrats had laid their traps. | ordained that no sub- 
mission should run to more than seven pages. It didn't 


do much good. - | 
Mr Sindermann was no repressed liberal. He and 


GERMANY 1937 


his colleagues, particularly Mr Honecker’s clunking 
economic supremo, Mr Giinter Mittag, concen- 
trated on pet visions rather than struggle to meet 
the people’s needs. Their crowning achievement 
was to invest 14 billion Ostmarks during the 1980s 
in the development of a four-megabit memory chip. 
Robotron, the country’s badly-listing computer flag- 
ship, Carl Zeiss of Jena, a great but struggling optical 
name, and the country’s Microelectronic Kombinat 
were the beneficiaries of this project. Officials from 
these conglomerates now admit that it was all a 
waste of money. Production has been abandoned. 
The only mitigating factors in favour of the folly 
were the West’s Cocom rules, which meant that 
chips had to be made somewhere within Comecon; 
and East Germany’s ambition to be the Japan of the 
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communist world. For an example of an economic 
sanction that worked, look no further. 
The upshot of all this is an economy with about 
40% of the real output per worker of West Ger- 
many, roughly equivalent to West Germany in the 
late 1960s. The tables give some idea of the voids 
that have now to be filled. There are half as many 
-cars per household as in West Germany, and what 
| cars! There are half as many colour televisions. The 
| productive services of the economy are thin. They 
| are epitomised b | y ri chain of shops in the villages 
| called "service shops” (cleaning, mending, 
| pk T's pathetic answer to the i intan- 








al accounting excludes many 
bap ion ue ad- 


bres : a id “hollowing o out’ "of West- 
| Tan over to enjoy this sys- 


ly.796 of simi have a ae in 
aany: virtually everyone. does. There are 


im^ only. a | few hundred lines stretching outside the 


country. This is a most potent form of isolation, 
making it more or less impossible for western busi- 
nessmen to arrange meetings within East Germany 
until they get there. East and West German officials 
estimate that, over the next seven years, 8m tele- 
phone connections will be installed as part of the 
DM55 billion job of bringing the East German sys- 
tem up to scratch, 
Transport also needs money. The East German 
transport minister; Mr Horst Gibtner, sketches out 
up to DM200 bil ion. of i investment. needed to re- 
store the roads and railways, link the canals to West 
Germany’s, resurrect the Baltic seaports, modernise 
| the urban roads and build a new. international air- 
| ‘port, for Berlin, | 
. The infrastructure estimates are all as vague as 










































E ECONOMIST JUNE 30 1990 









| ‘expectation, of it. $ 
construction site, its jt and clamour limited only 
by the number of men:and machines that can be 
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they are vast. The West German Bundesbahn, for 
instance, guesses that the East German Reichsbahn 
will need DM100 billion of investment on track and 
DM30 billion on rolling stock. Far from being 
daunting, it is odds-on that the gradual inflow of 
such sums, whatever they turn out to be, will pro- 
vide the backbone of East Germany's economic 
regeneration, and represent an essential difference 
between East Germany's plight and that of the rest ` 
of Comecon. The Bundesbahn and the Bundespost 
are moving inexorably to extend their fiefs to all. 
Germany. The railways are planning a merger for 
late 1991 and a pan-German railway timetable will 
be published well before that. The Bundesbahn is 
already offering, for day-rental, the richly veneered - 
trains that the East German top brass built for. 
themselves. 

Some brave voices suggest that East Germany 
should seize its chance and leap-frog West Germany 
to a more privatised, less regulated transport and 
telecom infrastructure. There is no hope of this 
from the East German side, as will become clear 
later in this survey, and not much from the West: 
German one. For West Germany's infrastructure - 
moguls, Project East Germany is a welcome relief 
from the chill winds of marker-think wafting in 
from Brussels. 

Át a recent symposium on unification 
organised by the World Economic Forum, Mr 
Frerich Górts, the state secretary in the German 
Ministry for Post and Telecommunications, claimed 
that à pan-German entity was vital under the, 

"newly competitive" West German telephone sys 


.tem. There were roars of derision from the assem- 
bled German businessmen. Yet their laughter was ` 


good-natured. West Germans know their corporat- 
ist selves too well. The government-backed infra- 
structure borrowing that will spruce up East Ger- 


many will be 1990's answer to the Marshall Plan 


that helped West Germany to its feet after the war. 
There will be no ingre it back, and West German 


oon "East ee will be a vast - 





brought to bedr on the job. 



























This currency 
union is not a 
repeat of West 
Germany 5 
currency reform in 
1948. Its aim is, if 
anything, more 
ambitious 




































One-for-one e E 


N CONVERTING East Germany's 
money a concession has been sold 

politically as a norm. The basic swap 
rate for any asset or liability denomi- 
nated in Ostmarks is two-for-one into 
. De«marks. But 4,000 Ostmarks per head 

(6,000 Ostmarks for the. over-60s and. 
2,000 Ostmarks for the under-15s) can. — 
^ beexchanged one-for-one. That conces- |- 
sion will apply to roughly 64 billion Ost- | 
marks out of East German personalsav- | 
ings and cash of some 180. billion 
Ostmarks, or out of a total of all East. . 
German domestic bank liabilities and — 
cash of some 275 billion Ostmarks. — 
Thus one can say that East Germa- | 
ny's personal savings and cash are being 4 at omm 
converted at an average rate of 1.5:1, iuo ucl ard dr 
while i its entire broad money stock is be- ino 77 a E 


ing converted at l.6:1—or, to put it. s 
crudely, that Mr Mou: sieh Mr Pöhl 


ERE is ishowa forme governor rof the American 
‘Federal Reserve, Henry Wallich, described the 


Fa of currency reform in West Germany i in 1948: 


On June 1 1948, goods reappeared in the stores, money 
resumed its normal function, black and grey markets re- 
verted to a minor role, foraging trips to the country 
ceased, labour productivity increased, and output took 
off on its great upward surge. The spirit of the country 
changed overnight. The grey, hungry, dead-looking fig- 
ures wandering about the streets in their everlasting 
search for food came to life as, pocketing their DM40, 
they went on a first spending spree. 


Small wonder that the idea of giving the East Ger- 


mans sound money has such hopes pinned to it. Mr 
Helmut Kohl decided to go for a quick monetary 
union at the beginning of February, when East Ger- 


mans were still flooding into West Germany at a 


rate of 2,000 a day. He thus abandoned an earlier 


| plan that had envisaged a step-by-step approach cul- 


ninating in monetary union at the end of 1992. 
This sudden switch wrong-footed the president 
of the Bundesbank, Mr Karl-Otto Pöhl: He called 
the idea a “fantastical illusion”. But rapid reflection 
made him see that he had little choice in the matter. 
The Bundesbank had no power to ordain where the 
D-mark should be used, and even its right to control 


‘the West German money supply—its much vaunted 


independence—was laid down in a simple law 
which the government could amend given a suffi- 
cient political imperative. The Bundesbank fought a 
rearguard action over the conversion rate, pressing 
for two Ostmarks for every D-mark. Mr Helmut 
Kohl, honouring commitments made in the East 
German election campaign, finally struck a compro- 


mise (see box) that kept both East Germans and the 
Bundesbank Bue happy. | 





The Bonn government knew from the start that 
currency union without economic union was impos- 
sible: its counterpart in Berlin could not run an un- 
real system with real money, for its hidden subsidies 
and wealth transfers would immediately become 


clear and politically unsustainable. So the simple, 
graspable goal of monetary union served to bounce 


East Germany towards the much. less simple, far 
more politically complex goals set down in this 
weekend's treaty-—an economy based upon "pri- 
vate property, competition, freedom to set prices, 
and full basic freedom of movement of workers, cap- 
ital, goods and services". The treaty explains, rather 
vaguely, how those principles are to be applied. It 
was negotiated at war-like speed to be ready before 
currency-conversion day. 

So is July 1990 going to be a repeat of June 
1948? The aims of the two exercises are different. 
The chief need in 1948 was to escape from barter 
and to release hoarded goods by restoring the credi- 
bility of German money. It was to make a money- 
based economy function again; The installation of a 
free market was a wise accompaniment to that 1948 
reform: a market system was already there in Ger- 
many, waiting to break out of its wartime strait- 
jacket of controls. The occupying allies were chiefly 


responsible for the terms of the money-reform. The 
inspiration of Ludwig Erhard was to shun their ad- 


vice, and the prevailing wisdom, i in stripping con- 
trols from the economy. 

This time around, the systemic change is what 
really counts. The- conversion terms are the 
addendum-— their significance is that they force the 
pace of the systemic change and affect the costs and 


pain of the free-market adventure... 


In 1948 the conversion terms were. crucial be- 


























- have just about split their differences. 
The broad money conversion will 
add DM170 billion to West Germany’s 
M3 at the end of 1989 of DM1,255 bib 
lion, or some. 1496. This corresponds - 
- quite closely to the (vague) estimates of _ 





this intuitive measure, tob! dni amount 

of new D-marks being printed is not in- 

flationaty. The initial monetary impact 

will also be reduced by the fact that in 
_ the first week, East Germans will be able 


to draw in cash only DM2 000 d of their 
DMR 000 concession. = i 





cause they: had to make incredible quantities of 
worthless money credible. No mere conversion rate 
could do that: worthlessness with one zero knocked 
off the notes is still worthlessness. There had to be 
confiscation of money, and there was. The denomi- 
nation of debts, savings and cash was divided by 
ten, but controlled prices were not. Half of this new 
money was promised to its owners (whether firms or 
people) as soon as the authorities had done the pa- 
perwork. The other half was frozen (one-tenth 
promised later, one-twentieth set aside in a blocked 
account for investment only, seven-twentieths con- 
fiscated). In addition, to prime the machine, each 
individual could immediately exchange 40 Reichs- 
marks for D-marks one-for-one, and firms could buy 
DM60 per employee to pay wages. These terms were 
tough on people living on savings, but a boon to 
those able to find work. Their pay meant something 
again as hoarded goods came back on to the market. 
Erhard's happy afterthought was that controls on 
most prices—though not on those for food and 
rent—should be relaxed. A free market with work- 
ing money took off. 

In 1990 the credibility of the D-mark is certainly 
not at stake; nor, curiously, is the internal credibil- 
ity of the Ostmark. The East German money econ- 
omy works, albeit in rather depressing and isolated 
fashion. There is not much hoarding, no Russian- 
style overhang of unspendable money. With their 
unlovely money East Germans can buy unlovely 
goods; and they do. Mr Daniel Gros of the Centre 
for European Policy Studies has found that East 
German cash and savings-accounts are only about 
twice those that West Germans held, each, when 
they had roughly the same standard of living during 
the 1960s. Given that other forms of savings are de- 
nied East Germans (securities, life insurance poli- 
cies), even this "overhang" looks modest. 

The terms of monetary union have to do two 
things. First, exchange East German savings and 
debts on terms that are fair but do not amount to an 
inflationary hand-out. Second, send East German 
workers over the starting line with rates of D-mark 
pay roughly in line with productive reality. Since 
the first involves a stock of money, and the second a 
(rather artificial) flow, there is no logical reason why 
the same conversion rate should apply to both. 
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Over the first criterion, the unanswerable ques- 
tion is: what are East Germans going to do with 
their spendable D-marks? Fear of unemployment 
plus the prospect of realistic interest rates suggest 
that they will hold on to them. But the recent total 
collapse in sales of East German produce, plus the 
throngs gathering round D-mark-priced Siemens 
washing machines and Philips colour televisions in 
East German stores, suggest that they will celebrate 
by blowing their allowance. Suppose they spend 
half of the DM64 billion that they are getting at 
one-to-one—in other words the DM2,000 that they 
will be able to get immediately by using their ex- 
change vouchers in the first week—that would be 
equivalent to a one-off boost of 1.596 in West Ger- 
man GNP, though not all of it would go on German 
goods. 
As for pay scales, average East German pro- 
ductivity is said to be 4096 of che West German 
level, and (raised somewhat to allow for higher west- 
ern-style social-security payments) average East Ger- 
man Ostmark wage-costs are 3796 of West German 
ones, according to the DIW Institute in Berlin. From 
that point of view the proposed 
one-for-one conversion | 
roughly right. But the point of view 
is too rosy. It is not true that 
Robotron’s outdated personal 
computers will sell provided they 
cost only 40% of West German 
ones: once the Cocom rules are re- 
laxed they will not sell at all. Wage 
levels in the new East Germany will 
be determined by what the market 
will stand. The competent 
Robotron engineer will quickly be 
offered pay at close to West Ger- 
man rates, and indeed it is already 
clear that this happening to people 
in banking and insurance. The 
Robotron kindergarten-janitor will 
seem expensive at the old pay rates 
once he is getting them in hard- 
won D-marks. 
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An industry ill- 
equipped to cope 


Struggling Strohbach 





In short, a two-for-one (say) "guideline" pay 
conversion would have made market forces seem 
friendlier to more workers, and would have allowed 
doomed companies to struggle on for a little longer. 
It would not have secured East Germany's long- 
term competitiveness. Would-be investors into East 
Germany know that, within years, wage levels there 
will be within 2596 of West German ones, conform- 
ing to the same degree of regional variation that cur- 
rently occurs within West Germany. 

The importance of the right terms for monetary 
union is thus that they would have made East Ger- 


many's vital conversion to a social-market economy 
cheaper and politically more likely to stick. A fast- 
breaking wave of unemployment, coupled with a 
rapid collapse of the services that East German com- 
panies have been relied upon to provide, may pro- 
voke a left-wing backlash in the country. The legacy 
of Mr Kohl's generosity could be resurgent bureau- 
cracy, demoralised entrepreneurs, anguished argu- 
ments about money between Bonn, Berlin and Brus- 
sels, and subsidies, subsidies, subsidies. The risk 
here is heightened by the dread with which East 


German companies are facing the brave new world. 





E 2 ; 


Industrial waste 


R GERHARD POHL, the East German eco- 
nomics minister, says that his ministry has re- 
viewed 3,000 East German companies and found 
that 3096 are capable of competing in the open mar- 
ket, 5096 need overhauling to survive and 2096 are 
doomed to bankruptcy. Conversations with 
East German businessmen suggest that he is 
optimistic. 

In a battered suburb of Dresden, Mr 
Harry Strohbach of ves Prefo, leads a com- 
pany now fighting for its life: VEB stands for 
Volkseigene Betrieb or People's business. He 
has 800 toymakers working in six plants. Be- 
cause the original Dresden plant had made 
weapons, it was emptied by the Russians of 
equipment and put into state hands after the 
war. The other five plants were added to it 
during the 1970s when the government, fa- 
tally, nationalised the country's remaining in- 
dependent businesses. 

Mr Strohbach is transforming Prefo into 
a limited company which will be owned by 
the giant trusteeship (Treuhandanstalt) that 
the government is setting up to “privatise” 
(as some government officials hopefully call 
it) East German industry. His first problem is 





that he does not know what to put into his new 
western-style balance sheet. Five of his six compa- 
nies are being reclaimed, under a recent East Ger- 
man law, by their previous owners. Three of these 
owners want only the land and buildings back. They 
can choose to leave Mr Strohbach with workforces 
and machinery; so he will merely keep the problems. 
Another of the five, which makes fine model-rail- 
way wagons visible in a display case behind him, is 
being intensely courted by West German firms. 
Nice for it, but Prefo will lose its crown jewel. 

That leaves him with the Dresden works, which 
has, to keep its 400 workers going, orders for 70,000 
plastic telephones, 100,000 plastic clocks, 38,000 
plastic roulette wheels, and an agreement with a 
West German company called Carrera to make plas- 
tic racing-car tracks. These products look 
worryingly similar to the produce of the Asian sea- 
board. But Mr Strohbach has been to see the com- 
petition at the Nuremburg toy fair, for the first time. 
He is happy to report that no one makes quite the 
plastic telephone that he does. He does not yet 
know where July's D-mark wages will come from, be- 
cause the East German distribution system has 
abruptly stopped ordering. But he is proud of his 
workers and has told them that their jobs should be 
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safe till the end of the year. 

Neither Mr Strohbach nor his colleagues know 
how to sell things. They have never had to. Their 
products were simply distributed by the state. Even 
the export sales were handled by the state. lt is going 
to be challenging, says Mr Strohbach, to have to 
deal with customers. He hopes to stay within East 
Germany's 21-strong toymaking Kombinat, because 
this will provide strength in numbers and better ac- 
cess to cheap raw materials. To a western visitor, 
neither seems critical to Prefo's survival. 

Prefo's story is one of thousands of reversals of 
the roughly 10,000 nationalisations of the 1970s. 
They will lead to a painful winnowing out that can 
do the East German economy nothing but good. In 
East Berlin, for example, Mr Klaus Richter has just 
taken out a big East German bank loan to buy back 
a family firm that he lost control of in 1972. His is 
the positive face of East Germany's industrial fu- 
ture. Eltz kKG—the name vEB Leichtmetallbau has 
been taken down from above the gate—dominates 
the East German market for aluminium windows. A 
sizeable export earner, via shipbuilding, Eltz has 
been kept in reasonable shape—its machinery is 
only 15-30 years old—and the glint in Mr Richter's 
eye says that he has bought himself a bargain for 9m 
Ostmarks. As the fourth generation of the founding 
family, he says that selling is in his blood. He has 
already packed three bright young employees off to 
marketing school, and will lead this sales team him- 
self. Under the grime of 20 years of bureaucratic 
management, Eltz is already a credible member of 
Germany's Mittelstand—the small companies that 
are the backbone of West Germany's economy. 

Pulling together these and various other inter- 
views, the following impressions emerge on the eve 


o y: 
@ Roughly half of the workforce of the average East 
German company is unproductive, either in bloated 
administrations, or in kitchens or kindergartens or 
other stateimposed duties. The Special Steels 
Kombinat in Brandenburg, for example, has had an 
800-strong research lab foisted upon it by govern- 
ment. Who is meant to pay its salaries in July? 

e The capital stock is depressingly rundown because 
of government short-sightedness. Computers are a 
rarity, and endless sheets of carbon paper the norm. 
But there are privileged exceptions. According to 
Mr Heinz Diirr, the chairman of West Germany's 
AEG, the East German factories making electric ca- 
bles and electric locomotives do not compare badly 
with their western counterparts. It is in the infra- 
structure of small supplier companies that the run- 
down capital stock is gravest. 

e Major East German companies are worryingly de- 
pendent upon the Comecon market. The 60,000- 
strong Carl Zeiss of Jena, for example, a famous 
name that should in theory be well-placed to market 
its optical skills in the West, makes 3096 of its sales 
in Russia and 20% in the rest of Comecon. Its man- 
agement wonders how much it can rely on this cus- 
tom in a hard-currency world, in which it may be 
prevented from shipping military goods east but no 
longer protected by Cocom from competitors sup- 
plying non-military goods. That is a daunting chunk 
of turnover to replace. 

e The Kombinat system has produced some classi- 
cally diffuse conglomerates. The Heavy Machinery 
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Capitalist in waiting 


Kombinat in Leipzig, for instance, is fleeing from 
open«ast mining equipment into solid-waste dis- 
posal (nice, green touch), but also into bridge-build- 
ing, and passenger lifts. The synergy is not evident. 
@ Forty years of communism have been just long 
enough to kill off the understanding in East Ger- 
mans of how enterprise works. Those who remem- 
ber are now too old or tired to go back to it. Their 
young successors know prices, costs and balance 
sheets only as bureaucratic fictions. 

e The government's plans for releasing industry 
into the private sector are still, at the time of writ- 
ing, worryingly vague. Its ministers and senior civil 
servants talk as if shifting the 130 national 
Kombinate and 95 regional ones into the trustee- 
ship with rapidly cobbled-together balance sheets 
were revolution enough. 

Trusteeship by itself will not protect these work- 
ers from what is statistically obvious. The structure 
of the East German economy has been prevented by 
its isolation from developing in the standard way of 
the world's rich countries: agriculture dwindling to 
a small fraction of the workforce, industry coming 
down to around one-third of it, services employing 
everybody else. The economic institute DIW in Ber- 
lin has compared the employment structure of East 
Germany with that of West Germany both now and 
in 1970, when West Germany had roughly the same 
productivity as East Germany today. lt estimates 
that some 1m of a workforce of 8.6m will become 
transitionally unemployed. 

The speed with which the East German 
workforce finds new work depends crucially upon 
the freedom of their companies to change and of 
new ones to emerge and seek workers. Just 596 of 
that workforce is now working under its own initia- 
tive in small shops, restaurants and workshops. For 
that number to grow depends upon something that 
Ludwig Erhard could take for granted in 1948 but 
which the East German government is only toying 
with in 1990 —the concept of private property and 
of all the risks, rewards, fast-ones, bargains and 
killings of a functioning property market. 
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S THE movement towards unification picked 
 & M up speed early this year, there was reluctance 
-in both West and East Germany to face up to the 
question c of property. It is- symptomatic that the 
main part of the treaty between the two Germanies 




















Property is the _ does not deal with this crucial subject: it is relegated 

| antit hesis of to an annexe. Yet once emotions over the terms of 
comnuniemard: the currency swap had subsided, property loomed as 
| a tough issue. The West ‘German government 
the basis of spokesman; Mr , Dieter. Vogel, explained the di- 
capitalism. East — lemma: “The more we stress that the principle of 






Germany's private property is. vital to’a working economy, the 
We tone harder i it is toignore property claims from the past.” 

—— "Afer the war, big East German companies and 

. ones deemed to have been engaged in the war effort 

were put into state hands; leaving about 40% of in- 

dustrial production. in private ownership. At the 
same time, in 1946, there was a land reform that was 
carried out in all of occupied Germany but with par- 
ticular, rigour in the Russian sector. Anyone with 
property of more than 100 hectares (250 acres) was 
sent away, not only from his home which was often 
demolished, but from the region in which he had 
special standing. A total supression of Junker influ- 
ence was the aim. Some 500 Junker estates were 
made into collective farms and some 3m hectares 
were parcelled out to 500,000 peasants. 

«. After the founding of the German Democratic 
Republic in 1949, dispossession took place in a se- 
ries of bursts. Throughout the 1950s and 1960s the 
private sector of industry was whittled away as firms 
were nationalised and incorporated into vEB. After 
1958 there was a wave of farm collectivisation. At 
tha: time 7096 of arable land was still in private 
hands. By late 1961 "voluntary" collectivisation, as- 
sisted by strong-arm tactics, had put 9096 into the 
hands of the state or the dauntingly named 
Landwirtschaftliche  Produktionsgenossenschaft 
(farm co-operatives) with the result that the land- 
scape of East Germany today consists of much larger 
fields than that of West Germany. The average size 
of farm there is 4,600 hectares (11,300 acres) and 
the difference between the two Germanies shows up 






this predictably 
hard to grasp 
















































clearly in satellite photographs. 

This collectivisation did not, in many cases, re- 
move the owner’s basic title to his land. It simply 
made it non-negotiable and worthless. A private cit- 
izen could go on owning houses and woodland, too, 
provided that the owner delivered a set amount of 
wood to the state each year, cut and hauled to the 
nearest roadside ready for collection. Ownership 
had the fun taken out of it. l 

In the towns, small businesses were suppressed 
by being denied supplies or being forced to take out 
large loans with the state bank for needed invest- 
ments or repairs that their controlled cash-flows 
could not hope to pay for. During the 1960s the 
state built up its shareholdings in many industrial 
firms by financing (that is, permitting) their capital 
investment. Finally, in 1972, the remaining 
Mittelstand (small companies) was nationalised for 
cash that was paid t» the owners in ten equal annual 
instalments. These companies were then lumped 
into VEBs and, in 1980, into the Kombinate. The 
chart shows the impact of these changes on the size 
of the average East German company. - 

~ This process has left a mass of claims shi will 
now have to be untangled as the market economy 
emerges. The post-1972 nationalisations have al- 

ready been made reversible: former owners must ap- 
ply to the state and pay back what they then re- 
ceived, with some haggling over the state's 
investment since. But what of farmers who were 
forcibly collectivised? Or town-property owners 
who were cajoled into handing over their houses? 
Or the property of the many thousands who fled to 
the West? A recently formed East German Tenants’ 
initiative claims that there are already Im claims 
from West Germans wishing to regain their proper- 
ties. And, on a larger scale, what of the landowning 
families, whose estates were confiscated in 1946? Or 
of Solvay and Co, the Belgian chemicals group, 
which lost six plants in 1939 to the Nazis, including 
one big one still in production? And if they are 
deemed to have a claim, what of the assets and es- 
tates of Germans in what is now Poland? 

‘Most of these questions cannot be addressed at 
leisure. Would-be investors within East Germany 
need to know what security they can offer against 
bank borrowing. Investors from abroad want to be 
certain that they can have title to what they are buy- 


ing. There is, for some potential investors, the 


added problem that industrial sites are deeply pol- 
luted. They need to know that the benefits of clean- 
ing them up will accrue to them. 

. Mr Pohl, the East German economics minister 
said in May that all property claims preceding the 
founding of the German Democratic Republic in 
1949 would be non-negotiable. As for the rest, the 
government's current position is that re-emerging 
owners should not be allowed to repossess their 
properties: they would either be compensated or 
granted a limited form of freehold that preserved 
the rights of existing tenants. - 

As for industrial property the 9th annexe to the 


treaty does not take the argument-much further. It 
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concedes that firms will be allowed to buy private 
property. It says that "adequate amounts" of prop- 
erty will be made available in industrial areas and in 
towns. It explains that the companies in state trust- 
eeship will be able to include their land in their bal- 
ance sheets as property, so that they can borrow and 
attract investors more readily. But, ominously, it 
|- also says that purchasers of. property may have to 
| pay a top-up price later, when it becomes clearer 
| what East German property is teally worth. Faced at 
* ].the World Economic Forum's recent conference 
| with some heated West German reactions to this ap- 
proach, the East Germar 


an prime minister, Mr de 
Maiziére, Was: unmoved: “there wur be no give- 
aways’, he said. 


Another ree question. is the future of 
the 8,000 companies in. the governments's 
trusteeship—the accumulation of all those years of 
nationalisation. The government estimates, bravely, 
that these companies together with the land they 

















On second thoughts, 


‘AST October a young man in Dresden heard 

A news of a shop that had vacuum cleaners. in 

stock. He hurried to it and found, proudly dis- 
played, an upright model, a cylinder model and a 
canister model. Which should he choose, he asked 
the sales girl. “None,” she replied, "those are only 
casings." Six months later the Dresden shops are 
packed with East German household equipment at 
fire-sale Ostmark prices. Few people are looking at 

. them. The crowds form round the glossy West Ger- 
man versions with D-mark price labels. Meanwhile, 
shoe-makers march the streets outside complaining 
that the retail trade should be forced by the authori- 
ties to place the shoe-orders that have ‘suddenly 
evaporated. 

. Wherever in East ore the West i is close at 
hand, wealth can already be sensed sliding sound- 
lessly in. The drab feel of East Berlin has changed, 
telieved in part by West German entrepreneurs sell- 

ing western goods and vegetables off street stands. 
In East German villages along the frontier, pots of 
western paint have cheered things up. They have 
been been brought in by visiting relatives whose 
West German cars are now much in evidence. Soon 
these places will be even more chocolate-boxy than 
their West German counterparts. _ 
. . The appetite of the East German market is 
developing faster than East Germany's wealth-cre- 
ation, and the question is: will inflows of risk capital 
or government subsidy bridge the gap between the 
two? As recently as March a first-come-first-served 
rush of West German industrialists seemed to be 
underway, and polls showed that a majority of Ger- 
man businesses planned to invest in East Germany. 
Only a month later the ardour had cooled. A poll in 
the Frankfurter Allgemeine Zeitung in April sug- 
gested that, outside the retail sector, few companies 
were rethinking their strategies to prepare for Ger- 
many 's enlargement. 

For the moment, East Germany adds a market 
equivalent to that of one large West German Land 
— Hessen, say. The vast majority of West German 
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help its wards-of-court survive 





possess ron be worth. D V 
tive ideas have been put forward for returning these 
into private ownership. The maverick Matuschka fi- 
nance house of Munich suggested that every East 
German be given a people's share, with many de- 
tachable coupons representing the different VEBs. 
Some of these ideas were incorporated into the co- 


alition agreement of. the East Ge man government. - 





But for the moment the governi 
bursing its vast portfolio rem; r 
more concerned with borrowin 


worth of holdings this year. — 
. The question of property profoundly affects the 


Prospects for East Germany’s rapid recuperation. It 





will: require vision Mir Hike. boldness to stop 
the promise of the mark |. being thwarted by 
the awful. thought that $0 eone e from n over there" 

might make money ou i 








perhaps not 


manufacturers do not feel obliged to equip every 
large Land with a production plant. Predictably, 
therefore, the pattern of investment into East Ger- 
many is already becoming clearer. Service busi- 
nesses, most of which depend upon a physical pres- 
ence, are jockeying intently to see how one might 
ede be acquired. The manufaccurers are holding 
ac 

Allianz, the Munich- based i insurer, has made an 
offer for 4996 of East Germany's state monopoly in- 
surance company. Dig West German retailers, such 
as Edeka and Hertie, are planning takeovers. The 
powerful Deutsche Bank has announced its engage- 
ment to Deutsche Kreditbank, the former state 
banking monopoly. East German observers expect 
the word "Kredit" to disappear from this name 
quite soon, and for Deutsche Bank thus to have ac- 
quired at one stroke the lion's share of the 200 
branches it plans for East Germany. There are, how- 
ever, some weighty problems of manpower and dud 
assets for Deutsche to sort out first. | 
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West German 
industry went 
through a phase « 
high excitement 
about unification. 
It is now | 
proceeding more _ 
cautiously 
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East Germany will 
change in order to 
join the European 

Community. NATO 

will change in 
order to absorb 
East Germany 


yer 


Of the German banks, Dresdner Bank has been 
physically quickest off the Ostmark, in a deter- 
mined push to re-establish itself in Dresden, the 
capital of once-wealthy Saxony and a city surely des- 
tined to emerge as the Stuttgart of the East. 
Dresdner’s temporary modular branch is stuffed 
with computer gadgetry for the locals to goggle at, 
linked, by some bureaucratic miracle, via its own 
landline to Frankfurt. None of the big three Ger- 
man banks could yet accept deposits in late May, 
but they were able to open accounts ready for the 
big day, and to give thousands of East German 
would-be entrepreneurs advice on how to start a 
business, or buy back the family firm from the state. 

The competitive will to extend credit is evident. 
Mr Walter Seipp, the head of Commerzbank, talks 
of blaue Augen Kredite, loans made on eye-contact; 
while Mr Thomas Moeller, Dresdner Bank's top 
man in Dresden, says: "If I lend an East German 
money for a lorry, I can scarely lose at the moment. | 
gain either a useful customer, or a useful lorry.” 

In manufacturing, the outlook is more varied. A 


TST 


palpable sense of duty, history and trade-relations 
informs the planning of some of West Germany's 
industrial heavyweights. They have tended to re- 
nounce property claims from the past. Daimler- 
Benz has said that it will be investing heavily in 
truck-making there. Volkswagen, based in what was 
something of a dead-end close to the East German 
frontier, is already drawing in East German workers 
and is turning out Polo cars from an East German 
Trabant plant. Opel has announced that it will be 
assembling cars in Eisenach from September 
onwards—a good example of a foreign multina- 
tional using its German arm as the logical vehicle for 
investing in East Germany. Siemens is establishing a 
full distribution network for its products, but also 
intends to regard East Germany's Lander as normal 
ones that will play their part in Siemens's wide- 
spread manufacturing network. 

Such investors are offset by those in businesses 
that depend crucially upon economies of scale to re- 
main competitive. BASF, one of West Germany's big 
chemical companies, has decided that it does not 
need to manufacture in East Germany to serve its 
market, and the West German textile association 
has said its members feel the same way. The lure of 
East Germany as a spring-board to the struggling 
markets of Eastern Europe is more cited than excit- 
ing. The future of NATO's Cocom rules is a source of 
worry here. Easier rules will undermine the appeal 
of East German products in Comecon, whereas East 
Germany's right to ship military equipment there 
may suddenly be removed. 

West Germany's Mittelstand managers have 
flocked to look at East Germany—their Mercedes 
fill the car-park of any half-decent hotel—but letters 
of intent seem more common than deals. The ques- 
tion of property rights still weighs on them, and the 
East-European-springboard argument does not 
much move them. Mr Christoph Schmidt-Krayer, 
director of a small stainless-steel specialist, Schmidt 
& Clemens, expects East German wage levels to go 
up fast. "We would have all the disadvantages of 
infrastructure, without the wage advantage of Hun- 
gary," he says. 





The fast-track West European 


NE certainty for the would-be investor is that 
East Germany will be part of the European 
Community. The Soviet Union has made no issue 
of this. The Bonn government has so far played the 
perfect European in paving the way for the five 
Linder to enlarge the existing Germany-in-the-EC. 
There will be no treaty amendments, as there nor- 
mally are to bring in new EC members. West Ger- 
many demands no immediate change in its number 
of deputies in the European parliament, no change 
in its voting powers in the Council of Ministers, no 
change in its number of commissioners. It wants no 
EC money to help East Germany through the transi- 
tion phase between economic union and full union 
(and, ergo, EC membership). 
The Bonn government has promised the com- 
mission that any investment aid it gives to West 
German firms to help them move into East Ger- 


many will be available to all EC companies (in fact, 
over the next two years, any foreign investor can get 
a grant of 1296). The Cartel Office vows that it 
shares the commission's concerns about the influ- 
ence of West German giants like Deutsche Bank 
and Allianz in a part of Germany where its writ cur- 
rently doesn't run. The government leans over 
backwards to stress that unification makes West 
Germany not one whit less Euro-enthusiastic than it 
was before. Its politicians say they are eager for Eu- 
ropean investment and European interest to wel- 
come East Germany into the Community fold. Can 
there be an iron finger behind this velvet touch? 
Not much of one. West Germans do not want 
to be seen in East Germany as invading know-alls, 
imposing their system on the other, misguided half. 
West Europeanness helps dilute this image. West 
Germans also know that some of the rules that the 
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The world's money and capital mark 
continue to increase in complexity. Financial. 
management instruments today are more - z 
versatile and flexible than ever. Using them — 
to their fullest advantage calls for a broader - 
information base. And a bank with globalus 
vision. 


Even banks call upon our expertise. 


Taking the global view is nothing new tor £ 
your account officer at BHF-BANK. As your ‘a 
personal advisor, he is the one to come 
up With a real solution for your financial prob- 
lems. Backed by a staff of product experts ` 
and analysts, the latest technology, and a 
global information network, he serves as ~ 
your personal „Bank within the Bank“ 

Performance of this caliber requires 
highly qualified staff. No wonder the expe- 
rience and astute judgement of BHF-BANK — 
are also in such great demand among other ` 
banks. 

Expertise is only part of what it takes to 
make a bank a partner for the discerning 
customer. Equally important are a service- 
minded approach and customized problem 
solutions, the style of a merchant bank, ~ 
which BHF-BANK has cultivated for more ` 
than 100 years. 
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ofthe world's leading management consultancy firms, with over 6,000 
- consultants in 400 offices in more than 100 countries, Price Waterhouse can 
help you find solutions to business problems around the world. 












ght of the historic events taking place in Eastern Europe, Price 
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rmany would find it harder to ap- 
sommission can play the IMF-style 

eyond such: tactical consider- 
ations lies the genuine commitment. of Mr Helmut 
Kohl and his foreign minister, Mr Hans-Dietrich 
Genscher, tothe idea of an increasingly political Eu- 
ropean Community. 

All this virtue. ranted West Germany’s rela- 
tionship with East Germany has long been an un- 
touchable matter in the running of the EC—a no-go 
area. Ever since a protocol was attached to the 
Treaty of Rome in 1957, goods from East Germany 
have been allowed free access to West Germany, 
however unrealistic their prices. There were sup- 
posed to be safeguards stopping them from spread- 
ing to other EC countries, but the extent of inter- 
German trade is so small—just 1% of West German 
trade—that a blind eye was turned. And if the Com- 
munity felt like making a fuss, as it did, for example, 
after Chernobyl over temporary controls on food 
imports from Comecon, the West German jaw ad- 
vanced a stubborn centimetre, and East Germany 
was quietly left out of the exclusion zone. 

West Germans do not need to cheat to protect 
their East German opportunities from marauding 
foreigners. Anyone who has waded into the thicket 
of polysyllabic East German regulations knows that 
German industry's comparative: advantage in East 
Germany is unchallengeable. But Brussels officials 
can expect some more quiet West German stub- 
bornness in the months ahead, for there will be 
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much scope for argument in the areas just men- 


tioned. Moreover: 

@ Despite the history of expropriation, the 10% of 
East Germans who work on the land are, by most 
acccounts, more content with the existing regime 
than industrial folk. They have escaped the worst of 
East Germany’s famous pollution. Many of them 
own their homes and have private plots. They are 
heavily subsidised, and their collective style of exis- 
tence gives them a chance of time-off and sick-leave 
that private farmers do not enjoy. Despite the im- 
mense size of the average  farm—4,600 
hectares—they achieve only 40% of West Germa- 
ny's productivity per person and 75% of its pro- 
ductivity per hectare. The European Commission 
wants to apply EC agricultural prices to them by the 
end of 1992, but there will be tough haggling over 
the speed of the transition from a system in which 
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o East Germany—in matters. 


y the sort of unwelcome medi- 














the consumer is protected from farm inefficiency by 
absurd subsidies, to the EC one in which he pays 
absurd prices to support that inefficiency. | 
@ The European Commission is increasingly the 
rule-setter for environmental matters in the EC, and 
here East Germany is a well-known disaster area. Its 
quest for self-sufficiency led to more than 70% of its 
primary energy being generated from brown coal, 
whose reek permeates the landscape in winter. In 
addition, it has clung to a coal-based chemicals in- 
dustry. The country's sulphur-dioxide figures are 
dreadful, as are the quantities of chemical waste that 
it dumps into its rivers. 

Ás an enthusiastically "green" country, West 
Germany will be pushing in the same direction as 
the commission here: it has already said that all East 
Germany's power stations must meet West Germa- 
ny's tough standards by 1996. It wants to shut down 
East Germany's ropey nuclear plants. But the scale 
of the task suggests that there will be disagreements 
over the speed with which Euro-rules are applied to 
East Germany and its products. — 

e One of the toughest Brussels regimes, these PN 
is competition policy—the crack-down on state aids 
and monopoly. It is inevitable that some of East 
Germany’s largest combines are going to exist in a 
commercial never-never-land for some years, sup- 
ported by the West German taxpayer. It is equally 
inevitable that if a mighty West German company is 
the only willing bidder for a crumbling East German 


employer, its bid will be accepted whatever the con- 


sequences for market power. Again one can expect - 







































































For all the short- 
term grimness in 
tore, unification is 
/. an economic 
opportunity for 
West Germany; 
and hard to view 
‘as threatening 





Mies n as ever. The practical danger remains that 
EC members struggling to accept the strictures of the 
1992 rulebook will use East German derogations as 
an excuse for their own backsliding. 


The defence question 


Germany is moving into its de facto union without 
having solved the problem of its future military alle- 
giance. The Soviet Union has so far been mild-man- 
nered in not forcing political opinion within Ger- 
many to choose between alliance with the West and 
reunification. But it has steadfastly refused to give 
West Germany the go-ahead to regard East Ger- 
many as part of NATO. This lever is gradually hard- 
ening the Kremlin’s grip as the case strengthens for 
a pan-German election soon—perhaps even this 
December. lt would be odd to hold this without 
having sorted out Germany's military position first. 

If pan-German opinion was rock solid behind 
joining the existing NATO alliance, the West might 
simply insist that Germans be allowed to make their 
own choice and the Soviet Union accept it. But the 
East German prime minister feels that NATO's strat- 


egies must change if East Germany is to become part 


of the alliance. He argues that "forward defence" 
and "flexible response" (whereby NATO reserves the 
right to use nuclear weapons against massive con- 
ventional attack) are perceived by the Kremlin as a 
threat and must therefore be dropped. 

The West. German government, too, has been 


less: straightforwardly pro-Western in this matter 
than it has been over the question of Europe. Mr 


Helmut Kohl, too, wants NATO to change its shape 


and strategy to make German membership more ac- 


ceptable. He also knows that there is an economic 


dimension to the problem. The Soviet Union can- 


not absorb the 300,000-plus troops that it has de- 
E in East Germany: its economy is in too much 


men th They want ae 
| mbedded. West Ger- _ 
, wants to prove itself as enthusiastic.a - 


















of a shambles. So the prospect is for them to stay on 
in the eastern bit of a united Germany, at Bonn’s 
expense—non-prisoners of a non-war. — 

A murky game of poker i is thus being played out 


in the "two plus four" talks between the two 
Germanies and the four main powers that occupied 
the Germanies after the second world war. The So- 
viet Union has suggested keeping the defence ques- 
tion in a sort of limbo. The Americans insist that 
these talks are- only to "facilitate". reunification, 
steering any issues that come up towards other fo- 
rums, such as the conventional forces (CFE) talks in 
Vienna, or forthcoming short-range nuclear forces 
talks, or the CSCE. 

It would be convenient if the problem of Ger- 
many s future military status could be lost in the mi- 
asma of different negotiations now in progress over 
European security. Do not count on it. Just as the 
German ideological divide is becoming the micro- 
cosm of an open, free-market Europe, so the Ger- 
man approach to disposing of the cold war will 
probably become the kernel of the yet-to-emerge 


. European defence order. West German politicians 


insist that there must be no "third way" for Ger- 
many between the old power blocks: they point out 
the disastrous result of creating a special status for 
Germany after the first world war. The predicament 
of Germany is thus forcing the old antagonists to 
decide more quickly what will replace their grim but 
clear-cut ideological. confrontation of the past 40 


years. - 





Down the rapids 


ILIKE Offa’s Dyke in Britain, or even the 
C trenches of the first world war, traces of the 
fence that divided Germany will fade quickly away. 
Sunday strollers already walk in the long nature-re- 
serve that established itself beween the outer fence, 
where the self- firing shotguns were once mounted, 
and the electronic i inner fence whose sensors made 
the mines, dogs and guns redundant. Children al- 
ready play in the watch-towers where only six 
months ago the binoculars: of the frontier police 
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feature of Germany—- "like living on the edge of a 
cliff’, as one local farmer put it. Now its rusting 
flimsiness confirms how artificial the 40-year divide 
was and how quickly i its effects will vanish. ——— 

Standing today in. any East German city with 
half-closed eyes, the visitor can see the Legoland fit- 
tings of modern West German wealth swimming 
naturally into place. The question. is not whether 
they will get there, but how; € 
vate capital that flows into the world's most obvious | 
development: project? Or will it be EE unex. | 
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term unemployment relief, subsidies to protect un- 
realistic prices, rescue aid to prop up useless 
Kombinate—in short, money forced out of the 
Bonn government to stave off new waves of emigra- 
tion and political friction? 

Germans do not feel truly themselves unless 
her are worried, and worry about reunification has 
.. now ousted euphoria in both parts of the country. 


r | Many Germans wonder now, when it is much too 
^|... late, whether it might not have been better to have 
followed earlier plans for a gradual rapprochement 


"between the two economies. West Germans fret 


about higher taxes and/or inflation. They have a 
lively debate—and a rift within the Bundes- 


bank—over whether Mr Kohl was too cavalier in 
his treatment of the Bundesbank's objections to the 
terms of monetary union. The Social Democrat op- 
position has been torn by argument over whether to 


vote for the historic treaty or distance itself from a 


rushed job that may lead to social unrest. Its di- 
lemma is deepened by the fact that its East German 
sister-party is in the government that signed the 
treaty. 5 "E: 

Mrs Regine Hildebrandt, the East German min- 


ister of labour, conveys a sense of near-despair as 


she talks of the coming challenge. 


People are hypnotised by the problem and incapable of 
looking at their own capabilities. They are well trained, 
and the way they built houses for themselves under the 
previous government showed that they have initiative. 
But we have got a complete vacuum in our ability to 
redirect labour. We're having to establish 36 labour ex- 
changes from scratch. It’s a zero situation. There's terri- 
ble pessimism. We have to give people hope. We must 
have investment. We simply cannot accept 2m-3m 
unemployed. 


Like it or not, there is no AE way r merging 
the two Germanies slowly. The lack of any cultural 
insulation between the two, and the constitutional 
_ right of any East German to move west whenever he 
wants, means that the only way of slowing the 
merger would be to use the same fence whose exis- 
tence was a national scar. What was possible for Por- 
tugal or Greece—sliding into the EC—is unthink- 
able for this reunion. The way the sudden merger 
now turns out depends chiefly on the way East Ger- 


mans and their transitional government cope with 


the treaty that enshrines a social market economy. - 


Ás D-day looms, here are some minus and plus 


points that will affect the social and pons = 
comfort involved: 
@ When Erhard chose to impose thë pain of an un- 
fettered economy in 1948, he could build upon an 
innate grasp in Germany of how a market economy 
worked, what a balance sheet conveyed, what prices 
did. Hitler's war economy had fettered, but still re- 
lied upon, these principles. Forty years of commu- 
nism have buried them more thoroughly. Unusu- 
ally, an East German team is running onto a pitch 
without even knowing what the game is. 
@ The psychological starting point is not ideal. Post- 
war Germans could choose only between retrieving 
their self-esteem and grinding poverty. East Ger- 
mans in 1990 feel chat they do not deserve blame for 
their raw postwar deal, and that they can can fairly 
look forward to the safety net of a West German 
model of social welfare. Their vote for the D-mark, 
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fast, embodied a presumption that 





pected quantities of public money paid out in long- | 


West Germany would and should 
deliver wealth, fast. 
@ The ideology of communism may 
have been junked in East Germany, 
but the bureaucratic instinct lives 
on. The interim government takes 
for granted red tape that will deter 
risk capital from moving into East 
Germany. Rules that regard prop- 
erty transactions between consent- 
ing Germans as potential robbery 
will keep the cities drabber for 
longer, and entrepreneurs away. So 

will rent controls that do not adapt 
at moderate speed to economic re- 
ality. Transport rules that force ail 
freight being carried more than 59 
kilometres to go by rail will block 
the growth of new trucking busi- 
nesses. Narrow-mindedness about 
satellite links will delay the im- 
provement in telephone connec- 
tions to the West. And now there is 
much talk of tariffs and import con- 
trols to protect East Germany's in- 
dustrial dinosaurs. from western 
competition. The instinct to cling 
to rules will be strengthened fur 
ther if economic pain pushes the 
country back towards the left, as many East Ger- 
mans expect. 

- But, on the brighter side 

e The improvement of East Germany's infrastruc- 
ture, mainly using money raised by West Germany's 
public sector, will prime the relaunch of the East 
German economy. It is not hard, adding up needs 
that can be quickly identified, to predict total 
spending of well over DM500 billion. But it is hard 
to see how more than, say, DM30 billion of this 
could physically be spent in any given year. The 
prospect of a sustained programme of spending will 
prompt the creation of many new East German ser- 
vice companies, and joint-ventures with the. West 
German Mittelstand. 
€ The West German banks will compete forcefully 
to supply finance to East German would-be entre- 
preneurs. None of them talks of apathy among their 
potential East German customers. Dresdner Bank 


and Commerzbank say that they have been inun- 


dated with inquiries from people wishing to set up- 
businesses; particularly service firms. The available - 
DM6 billion of cheap ERP credit, a descendant of 
Marshall Aid, has already been fully taken up. | 
& Property in East Germany will provide an im- 

mense source of security for capital inflows once the 
legal situation over ownership has become clearer. . 
Hypobank of Munich reports strong interest from 

potential West German developers of shopping cen- 
tres and housing estates in the suburbs of East Ger- 


many 's big cities. Land values will be a potent factor, . er 
too, in the eventual selling of the industrialholdings | — 


of the trusteeship—once the government can work 
out how best to unlock this portfolio. 

What will be the outcome? Like canoeists poised 
to shoot the rapids, the two Germanies can be cer- 
tain that there is smooth water at the bottom, but 
not what will happen to them on the way down. 
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West Germany on what peak ofun- 
employment East Germans will 
have to endure. The guesses range 
all the way from minimal to a quar- 
ter of the working population. 
Thus there is no idea whether the 
net flow of immigration—some 
200,000 so far this year—will wane, 
nor whether Mr Kohl’s gamble on 
unity-through-speed will help him 
win a pan-German election. In this 
utter uncertainty lies the excite- 
ment of this weekend’s events. 

Those events will not unify 
Germany. That will take at least an- 
other five months before the first 
pan-German election is held some- 
time in December. Before then the 
East German government must for- 
mally agree to the "quick route" to 
unification. The future roles of 
Russia, Britain, America and 
France in Germany and Berlin 
must be decided. The two German 
parliaments must formally agree 
with that of Poland that the Oder- 
Neisse line is now Germany's east- 
ern frontier. Both the foregoing 
must be acknowledged within the 
CSCE. The East German Lander and constituencies 
must be established. The West German constitu- 
tion must be amended to remove references to unifi- 
cation. And there is a host of detail to be agreed on 
how quickly the five new Lander will conform to the 
West German law that should apply to them once 
the merger has taken place and the East German 
government has dissolved itself. In the highly- 
charged matter of abortion law, for instance, the 
new Germany will find itself with two different prin- 
ciples—more liberal in the East than in the West— 
unless the two approaches can be reconciled. 

Much of this report has dwelt upon the prob- 
lems that East Germany must overcome—often at 


West German expense. And the short-term difficul- 


ties do indeed. emerge as greater than one might 
have expected. Yet it is hard to be depressed about 
the long-term outcome. Seen from without, this 
reunification is a tonic for a great economy at the 
height of its powers. Here is a country confident at 
last in the democracy it has created 
and in its way of running an econ- 
omy. East Germany will inject 17m 
new countrymen ready to take all 
this on board. Here is a country 
that finds it natural to save and 
hard to spend the wealth that it cre- 
ates, running a current-account 
surplus of an embarrassing DM104 
billion in 1989. There are five new 
. Lander crying out for investment 
and productive reconstruction. 
-Here is a country whose recent 
growth caused its total tax-take to 
-grow by DM47 billion in 1989, 
with an extra DM20 billion.coming 
this year. There is a country which 


away, "here. is no accepted view in ied DMSO billion: e even ipu that would Mr just | 


| 1096 to West German public spending. 





Here is a country that has, over the past decade, 
lavished : money on the quality rather than the quan- 


-tities of its life, on restoring, planting, beautifying, 


cleaning up—Frankfurt today is a city for people, 
where 20 years ago it was a city for productive ma- ` 
chines. The five new Linder invite the same treat- 


ment. Here is a country worried. about its aging . 


population, its sluggish labour mobility, its increas- 
ing appetite for leisure. Along come 17m more Ger- 
mans, of whom more than 500,000 have in the past 
18 months shown enough mobility to give up every- 
thing for a better life, and whose presence will un- 
doubtedly hold West German wages in check for a 
time. 

This unification is the sort of shake-up T. ae | 
prosperous 40-year-old needs to fight off middle- 
aged spread. Ás union occurs, there will be much 
questioning and justifying of West Germany's exist- - 


ing laws and systems. The addition of five small 


Lander, making 16 in all, may well prompt a reshap- 
ing of Germany's Lander and their bureaucracies. 
The arrival of Berlin will prompt the question of the 
future capital. Át first, Berlin seemed the obvious 
choice, but now second thoughts are swinging back 


" towards Bonn. The small town would remain a 


statement of the new Germany's Western 
Europeanness. It would also preserve the successful 
postwar pattern of powerful, wealth-«reating re- 
gional cities, all answering equally to a smaller, 
wealth-dispensing capital. 

Of course the prospect of more German power 
is daunting to Germany's neighbours. It would take 
a Martian to ask why with a straight face. But the 
neighbours must find some reassurance in West 
Germany's record of the past 40 years. They may 
find more in the way that West Germany's far right 
Republican party is finding so little support in what 
should be good times for German nationalist mus- 
cle-flexing. | 

In fact, the absence of nationalism from this 
whole tale is striking. Compare it with the forces 
evident a century ago. Germany’s nineteenth cen- 
tury unity was conceived amid a cult of will that 
drew upon the philosophy of Schopenhauer and 


_ was later nastily reinforced by Nietzsche and Speng- 


ler. Bismarck personified that might-is-right philos- 


. ophy, bringing together. a great modern nation un- 


der an outdated Junker rule, and then imposing that 

will abroad in the fatal 1870 war against France. The 
same cult of will and of German destiny led to the 
Germans' abject acceptance of Hitler and ultimately 


- to their country's destruction. 


West Germany's re-emergence as a word power 
bs been driven by no-one and no cult, but by many 


. Germans pulling together in an. elaborate democ- 


racy and market economy. This weekend's fusion is 
the same. Nobody plotted: it. Few dreamt of it. 
Many West Germans are rather mundanely worried 
about it. Asked a year ago about the “fatherland” 

that he kept alluding to, Mr Kohl could. not say 
what he wanted except German togetherness within 


. a united Europe. The former chancellor, Mr Willy 


Brandt, described this spontaneous union best: 
"What belongs together is growing together." | 
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. New Business Realities in 
Central and Eastern Europe 


In response to the potential re-unification of 


the two Germanies, Business International 
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. has prepared a major study of the business 
-impact - the challenges and the opportunities - 


that this will have on international companies. 


The report, published on 23rd June, 1990 


will be followed by a one day seminar, 





exclusive to subscribers, in London on 


14th September to discuss the findings. 


For further information about this study 


please contact: 
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Marie-Paule Donsimoni 
BUSINESS INTERNATIONAL . 
40 Duke Street, London WIA 1DW 
Tel: (44 71) 493 6711 
Fax: (44 71) 499 9767 





Business 


International 


GLOBAL BUSINESS INFORMATION AND ADVICE 
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Hessen, West Germany's most centrally — 





located federal state, is a preferred location | 


for companies seeking to conduct busine 
profitably i : nand 

other European markets. mE E || 
Your one-stop source of support anda d | 
on the attractive potential offered b 
is the HLT Group. Our services include: - 




















cooperation of joint venture opportu 
C Information and handling of all publ 


regional data research 


For complete information, please contact ` 
The HLT-Group Hessen Abraham Lincoln-Strasse 
D-6200 Wiesbaden West Germany Telephone. 
Telex 4186127 Telefax (06121) 774-265 E 





Or visit the 


Business Information Service - 
at Airport Frankfurt 

Airport Center - 9th Floor E 
Monday - Friday, 8a.m. -7p.m. - 
Tel. (069) 690-5363 or 5463 -. 
Telefax (069).6 
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Machinery, plant and systems 


Excelling In 
ON 
sonal 


Our aim is to produce technical solutions which will stand the test of time. 
New challenges mean an ever-present need for innovation and 

improved efficiency. With our tradition of success on a worldwide scale, 
we have set our own exacting standards for meeting these challenges, 
standards which ensure that our international customers enjoy 

the maximum benefits of leading-edge technology 

in machinery, plant and systems. 
Innovative. Advanced. Made in Germany. 
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Mae Thatcher upped an- 


chor and prepared for the on- _ 


ward voyage. Speaking to the | 
Onservative party women's 

conference, she launched a 

radical new fourth-term 


“agenda. Labour's opinion-poll - | 


lead hit a squall: it fell to 11 
percentage points, down from 


195 ay Apt 


-At the same conference, the 
chancellor, John Major, 
hinted at a possible need for 
curbs on the marketing of - 


"credit. His predecessor, Nigel 


Lawson, told delegates a year 
| ago that curbs would amount - 
to nannying; Mr Major told - 
them he knew many viewed 
credit promotion with "very 
considerable distaste”. 


The Labour party’s national 
executive committee ordered a 
new selection contest for the 
party’s general election candi- 
date i in Birkenhead. In last 
year's contest the Sitting M MP, 
Frank Field, wa: - 
|. vour of Paul Davies, a. trans- 

j port-union official. 


The English pipped the e Bel. 


` gians; the Irish squeaked past | 


the Romanians—in the 


x. d World Cup. Both went - 
ougli to the quarter-finals. 


46 English fans were 


shown the red card for rioting | | m 
m peop in. ade mm 16% of 


and sent home: 


would cost even more. Mean- 
while an all-party committee 
zapped Cecil Parkinson, for- 
mer energy secretary, for in- 


-cluding nuclear power in elec- 


tricity-privatisation plans. 


The E arsested 32, 800 


; ‘Alarm b bells 


An IRA bomb exploded; just i 
| side the door of a club in Lon-- | 
| dors St James’s Street. The — 


-| Carlton, a bastion of the 
. Tory establishment, was badly 
damaged and a hall porter se- 


. | riously hurt; everyone else es- 


| caped, at worst with minor 
wounds. 


The nuclear issue flared up. 
The Sizewell ‘B’ power station 
will cost £2.03 billion (in 1987 
pounds), some 3096 more 


žo- than forecast, a report said; 


- green lobbyists claimed it 


; dédirialisis and moneymen 
argued the tossat a confer- 
-ence over short-termism in | 
the City. Company bosses ` 
said the meeting revealed City 


ignorance; City analysts — 
claimed that reluctance to in- 


vest long-term was the fault of | r 
agen . | the Audit Commission, found 
olas Ridley, trade and industry | 


industry's management. Nich- 


secretary, took the City's side. 


No appeal 
The Court of Appeal upheld 


the government's decision to 
cap the poll taxes of 21 local 


aonde 10 of whieh had? 


appealed. The leader of Bir- 
mingham city council said half 


of those liable for its £406 poll . | 


tax had still paid nothing by 
the start of June. 


The European Commission 


|. said British Aerospace must 
| repay £44m.in government 


subsidies, including “sweeten- 


| ers" of £33m, which it re- 


ceived on buying the Rover 
group two years ago. 


English food: may be even 


| worse than it looks. A survey 


of more than 5,000 eating 
places, carried out by envi- 
ronmental-health officers and 


that one in eight represented a 


public-health risk. 


|. A committee chaired by David 


Calcutt Qc, master of Magda- 
lene College, Cambridge, - 
called for curbs on press 
on | 


fand. They were reburied at 


` Fe special service. 


Celebrations began for the 
90th birthday of Queen E 
abeth, the Queen Mother... 
Among the well-wishers v * 
chickens, a racehorse and 


model, Jerry Hall. 


Wimbledon's ticket touts - 
came in for their annual ritua 
denouncement by MPs | 
shocked at the workings of a 
free market: Liberal Democra 


(sic) Menzies Campbell called 
-for touts to be outlawed. Tory. 
` MP Teresa Gorman protested 
that they were no more than 


“stockbrokers in cloth caps". 


The Treasury issued a new, 
lighter, smaller 5p coin. The 
chancellor, John Major, said 
was ' à fine coin, a beautiful - 
coin”. He's practising for the 
ecu. 


The government proposed. 
stringent controls on « | 
ous vida after t recen 
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IN LONDON DOCKLANDS? 





DO PEOPLE FIND LIFE 





THEY STEP OUT 





li die WE. AREUM Er =. aoe 
Move into London Docklands and you enter 
another way of life. In your award-winning 
warehouse conversion - or buff- brick family 
house - you'll be on the threshold of London's 
best-kept secrets 
Brasseries that could be the envy of Paris (on 
both the right and the left banks of the Thames] 
If you prefer dim sum, forget the West 
End and point your rickshaw to Limehouse 


OF THE FRONT DOOR. - 


SER SES EIS SAD 


London's original Chinatown. You'll shop in 
historic, listed buildings and sail from bustling 
yachting marinas. 

There are wine bars as modish as any in 
Manhattan. And taverns once frequented by 
Captain Cook or Lord Nelson. With 55 miles 
of waterfront, London Docklands is a natural 
centre for water sports, (and most other 


kinds of sport) 








But the more you look, the 
greater the surprises. Such 
as the dry ski slope. Riding just a canter away 
from the City. And even three farms. 

Call London Docklands on the number below 
and we'll put a wealth of information through 
your letter box. It could easily persuade you to 
move your own front door 

LONDON DOCKLANDS 0800 678910 
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The search is on again for a stable political system in Ulster, but 
the motives of those involved remain unclear 


EXT Thursday, July 5th, the secretary 

of state for Northern Ireland, Mr Peter 
Brooke, plans to stand up in the Commons 
and tell MPs they must carry on ruling the 
province directly from London—as they 
have been doing for 18 of its past 21 violent 
years. But underneath the political crust, 

things are starting to change. - 

The renewal of direct rule is a glum an- 
nual rite. This time, however, barring sud- 
den snags, which can be guaranteed to 
threaten the schedule right down to the last 
minute, Mr Brooke will also announce that 
local politicians from both the unionist ma- 
jority and the nationalist minority have 
agreed to join Britain and the lrish govern- 
ment in trying to create a new kind of gov- 
ernment for Ulster. Assuming the momen- 
tum can be kept up—and it has carried 
everyone involved through almost a year of 
talks about talks—Northern Ireland will 
then be set for its first formal jaw-jaw about 
the future since the aborted Atkins confer- 
ence of 1980 (see box). 

Picking his words with great care, Mr 
Brooke will say that—with Irish assent—the 


government will look at unionist proposals - 


for an alternative to the five-year-old Anglo- 
ish Agreement. That was brought in to 
carce the unionists to face two prospects 


ONOMIST JUNE 30 1990 


September, at which point the 


they have always shunned— 
sharing power with the nation- 
alists in the North, and speak- 
ing to the Irish government it- 
self. Now, to lower the 
temperature, Mr Brooke will 
propose a two-month gap in 
the meetings of the Anglo-Irish 
inter-governmental confer- 
ence, a group the unionists ab- 
hor. Ministers will meet as 
usual in July and then early in 


next meeting will be delayed 
for another two months. 

Mr Brooke still faces a 
tricky summer. He will have to 
iron out endless details with 
each of the four main parties 
individually: the Official Unionists (OUP) 
and Democratic Unionists (DUP), who speak 
for the majority of the province’s people; 
the Social Democratic and Labour party 
(sDLP), which represents moderates in the 
nationalist minority; and the small non- 
tribal Alliance party. 

Sinn Fein, which represents the politi- 


cal voice of the IRA and speaks for (at most) 


one-third of nationalist voters, will shun the 
talks. Its president, Mr Gerry Adams, has 


described them as collaboration by the Irish 
in a further entrenchment of British rule: 4 
for the IRA, last Monday's bomb in London 
was its version of eloquence. 

Three sets of talks are envisaged: in 
party, British-Irish, and North-South. 
last is certain to be the most contentious. 
and the most likely target, too, of brin 
ship in the remaining few days befor 
5th. In a lifetime of hyperbole Mr Ian 
ley, the puP leader, has spent much of 
time characterising Mr Charles Haug 
the Irish prime minister, as a crypt 
man only slightly less demonic th: 
Pope. Mr Brooke's reference next weel 
their future relationship will undou 
be vague to the point of obscurity. ` 

What even Mr Brooke will find hi 
finesse, though, is the question of th 
on which Irish ministers will eventua 
down with the unionists. It was cle: 
Mr Brooke visited Dublin on June 2 
example, that the Irish remained unha 
at the idea of meeting unionist leade 
as part of a British team (including repre 
tatives of the SDLP). Nor is it hard tou 
stand the touchiness of unionist le 
about direct talks with Dublin. Not 
long ago Mr Paisley was insisting that th 
public would have to wait for talks 
new Ulster government was in place. 
The unionist leaders have inde 









































ks they have moved— with no fanfare 
no apparent acknowledgement of the 
eat Trek involved—from a tough restate- 
it of their preconditions to a sudden en- 
sement of Mr Brooke's proposals. — - 

All previous attempts to bring unionists 
talks with nationalists have foundered 










‘colleague toying with compromise. But 





e remarked, he is firmly inside the tent. 
at got hint. there—and. Mr James 








ich conjecture. C 
-a-penny, and not just in Dublin. Mr 
neaux, for example, will surprise no- 
later on, he finds a pretext to stall the 








e aoe he den like 

people who support iz drawn into 
But the most likely destination of any 
is à reaffirmation of Northern Ireland’s 









st) some kind of power-sharing internal 
rangement and a formalised link with Ire- 
and. In other words, an indefinite post- 
mement of the dream shared by Sinn Fein 
and the iRA—a dream of eventual British 
withdrawal and a united Ireland. 








Public expenditure 
Battle stations 


CHE Treasury is bracing itself for what 
promises to be one of the bloodiest pub- 
"spending battles since the Thatcher gov- 
nment took office. Virtually all the depart- 
ents have now handed the Treasury their 
ds for the financial year 1991-92. The 
rch budget pencilled in a target of £192 
llion; by some reckonings, the bids could 
ount to well over £200 billion. The gov- 
rmment’s reputation for fiscal prudence is 
isk. Worse still, so are the hopes of the 
ncellor, Mr John Major, for vote-win- 
ng tax cuts. 

Even when Britain's current account 
nged into deficit and inflation soared, 
government could at least point to its 
getary position as a seal of its good 
use-keeping skills. Since the early 1980s 
government had trimmed public spend- 
from 46% of Gpp to 37.396 in 1988-89 
ugh last year it edged up again to 
96). Meanwhile a public-sector borrow- 
requirement of £13 billion had been 
sformed: the surplus reached £15 bil- 
n in 1988-89 and £8 billion last year. 
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ie face of unionist cries of “treachery” at. 
Paisley has always had the loudest voice — . 
| this time, as Lyndon Johnson might _ 


olyneaux, the à OUP leader, too—is a source - 
Sonspiracy theories are — 


ss and then | looks for a few integration- 
s— ike a new select committee at 











usion in the United Kingdom, with (at 





‘Ulster sushi 





TVEN the choice between a more fa- 
 miliar kind of kamikaze mission and 
a posting to Belfast, most Japanese busi- 
nessmen would probably opt for a quick 
course on solo-flying. Japan’s televison 
. coverage of the province—the usual diet 
|} of bombs and burials—has long implied 
“that even the most honourable salary- 
-zman set down in Northern Ireland is lia- 
“ble to be murdered in his bed. 
So it was something of a coup for the 
provinces Industrial Development 
Board thar it managed to lure over a 
dozen senior Japanese managers on June 
22nd, to assess the risk for themselves. 
The DB had spent months fixing up the 
"trip, with the help of the London office 
_of Sumitomo Bank, whose senior manag- 
ing director, Mr Yoji Okabe, once spent 
a holiday motoring safely around the Ul- 
ster coast. The visitors were left in no 
doubt that (as an IDB executive put it) 
"the murder rate is lower in Northern 
Ireland than in Denmark or Anchorage, 
Alaska". 

The itinerary included stops at a cou- 
ple of Japanese-owned factories, where 
the local managers duly said no, they had 
never had any security worries—but yes, 
the labour costs were incredibly low. 
Northern Ireland’s first Japanese restau- 
rant served up sushi in Newtonabbey, 
















































Only two years ago, back-of-the-enve- 
lope calculations showing that the govern- 
ment could repay all the national debt by 
the end of the century put a glint in Mrs 
Thatcher's eye. Now some City commen- 
tators are saying the government has lost its 
grip on public spending and the budget 
could be back in deficit as early as next year. 

Even in the current year the public-ex- 
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which seemed to impress the party al- 
most as much as the information that 
there are 14 golf courses in the immedi- 
ate vicinity of Stormont alone. And an 
irrepressible Mr Richard Needham, the 
minister for the economy, led them on a 
sight-seeing tour of Belfast that wound 
up with a dinner in their honour in 
Stormont’s parliament buildings. 

This produced the most dangerous 
encounter of the day—with a seafood 
platter that had probably seen better (ie, 
pre-direct-rule) days. But the evening al- 
lowed visitors and hosts to sing “Danny 
Boy” with enough spirit to rival the 
Mitsubishi Heavy Industries male-voice 
choir. 

But do Ulstermen have E to 
fear from the Japanese? Ask the local 
businessman in Newtonabbey, who took 
a knife and fork to his first plate of sushi. 
He set off across the plate with laudable 
resolve, only to swallow his entire blob of 
(highly explosive) Japanese mustard at 
one go. "This has nothing to do with 
emotion", he whispered through his 
tears. 
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penditure planning total looks certain to be 
overshot, probably by £2 billion. For 1991- 
92 the omens look a lot worse. Most obvi- 
ously, the next election will be that much 
closer, creating pressures to relieve politica! 
unease over health reforms, transport and 
the rest. And there will be two loose can-. 
nons that could cause huge damage: the ps 
tax and higher-than-expected inflation. 

The government may be forced to hand 
over an extra £3 billion or so to local coun- 
cils to soften the burden of the poll tax: the 
bills might otherwise rise by as much as 3096 
in some areas next April. As for inflation, 
the government had assumed a figure of 
6.596 for the 12 months to September 
1991 —September of each year being the op- 
erative date for deciding the automatic rise 
in social-security benefits to take account of 
inflation. But the figure now looks likely to 
be 9% or more, and this could add an extra 
£1 billion to the social-security bill. Rising 
unemployment could add even more. 

Higher inflation also means that depart- 
ments need more if the real level of services 
is to be maintained. The government had as- 
sumed that the GDP deflator would rise by 
612% this year and only 434% next year. 
City economists are now- forecasting in- 
creases of around 8% and 6% instead: i 





wages—which account for a third of govern- 
ment spending—turn out to be 3% higher 
in 1991 than expected, this will add £2 bil- 
lion to the public-sector wage bill. 

The Treasury’s latest internal forecasts 
should be landing on John Major’s desk any 
day now. What predictions will they make 
for public-sector debt repayment? In the 
March budget Mr Major reckoned on a fig- 
ure of £7 billion for this year, and £3 billion 
in 1991-92. These now look in doubt: in the 
first two months of this financial year Brit- 
ain had a borrowing requirement of £3.8 
billion, compared with a surplus of £700m 
in the same period in 1989-90. 

In fact the two-month borrowing binge 
probably reflects special factors. Privatisa- 
tion proceeds were negligible (compared 
with £1.8 billion in the same two months 
last year) and the rest of the undershoot is 
mainly due to local authorities' borrowing— 
an estimated one-fifth of polltax payers 
iave yet to pay. 

City economists may be premature in 
mourning the death of the budget surplus. 
The higher inflation that will boost spend- 
ing will push up tax revenues, too—higher 
wages, after all, mean higher income taxes. 
Inflation will also boost the value of nominal 
GDP, allowing nominal spending to rise 
without pushing up the ratio of spending-to- 
GDP, which the government is still keen to 
reduce. If, as some expect, nominal GDP is 
almost 396 higher in 1991-92 than the Trea- 
sury has forecast, public spending could be 
£7 billion higher without denting the ratio. 
All in all, there should be enough smoke 
and mirrors to hand for an imaginative 
chancellor. 





Sheffield 


From steel to shopping 


One way to prepare for a new jobs market 


BRITAIN 





Sheffield is just emerging from the kind of turmoil that could lie round the 


corner for 


venscraig, as lay-offs loom for 


the Scottish steel industry. 


Sheffield's unemployed have had to confront a radically changed economy 


HIS September will see the most signifi- 

cant event for jobs in Sheffield since the 
closing of its big steel factories in the early 
1980s. The 1.3m square-foot Meadowhall 
shopping and leisure complex will open on 
the edge of town, next to the M1 motorway. 
Its owners say it will create 9,000 new jobs. 
Not many of them are likely to go to former 
steel workers. 

Ten years after the collapse of its steel 


King of King Charles Street 


HE jockeying for the top job in the 

Foreign Office has ended, unblocking 
a flurry of ambassadorial moves in the 
process. The Economist understands that 
the man chosen to be the next permanent 
under-secretary is Sir David Gillmore, un- 
til recently the deputy under-secretary for 
Asia and the Americas. He is spending 
twelve months at Harvard, and will then 
replace Sir Patrick Wright on his retire- 
ment next year. 

The other main contenders for the 
post were Sir Robin Renwick, the ambas- 
sador to South Africa and, at 52, the 
youngest candidate; Sir David Hannay, 
the ambassador to the European Commu- 
nity; and Sir Christopher Mallaby, the 
ambassador in Bonn. 

Mrs Thatcher was expected to opt for 
Sir Robin as the new top man. He is close 
to her foreign-policy adviser, Mr Charles 
Powell, and energetically applied her in- 
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stincts in South Africa, urging the de 
Klerk government to free Mr Nelson 
Mandela with clear hints that this gamble 
would be rewarded with an easing of 
sanctions. 

But Sir Robin is his own man and pre- 
ferred to go to Washington next year, 
where he will replace Sir Antony Acland 
on his retirement. A classy operator in the 
field, Sir Robin may well have more scope 
as Britain’s man in Washington, which he 
got to know during the heady Falklands- 
war days, than as a senior mandarin run- 
ning a bureaucracy and trying to reconcile 
the instincts of the Foreign Office and 
Number Ten. 

Sir David Hannay is the “Sir Hum- 
phrey" of multilateral diplomacy, with an 
adroitness that should serve him well as 
ambassador to the United Nations. He 
missed out on the top job probably be- 
cause of his lack of emollience as a man- 


industry turned Sheffield from one of the 
country's richer towns into one of its poor- 
est, the city's future is still in the balance. It 
is certainly no longer an unemployment 
blackspot on a par with Liverpool or Sun- 
derland. It appears at last to be getting its 
share of the prosperity that swept the south 
in the 1980s, epitomised by the retail boom: 
Meadowhall is the third recent new shop- 
ping centre, and more are planned. But the 


manager. Sir Christopher Mallaby's cause 
is thought not to have been helped by 
having to convey political truths about 
West Germany that Number 10 found un- 
palatable. For the time being, he will stay 
in a lively Bonn. 

Sir David Gillmore is viewed as the 
preferred candidate of the Foreign Office 
establishment. He became a diplomat 
late—at the age of 36—having worked in 
French business and as a teacher in Lon- 
don. Colleagues say that his general nice- 
ness disguises a machine-tool mind. He 
wrote one of Mrs Thatcher's best 
speeches on disarmament in the early 
1980s: his expertise in defence matters 
should prove valuable as NATO is re- 
shaped. He proved himself a true diplo- 
mat as high commissioner in Malaysia, 
when he soothed the prickly Dr Mahathir 
Mohamad: indeed, Asian experience is a 
plus-point that he has over other leading 
candidates. 

All in all, these four stars have proba- 
bly ended up playing to their strengths. 
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arely make headlines; the one published 
zon June 27th, on the cost of Britain's nu- 
'clear-power programme, was a notable 
exception. In a scathing 44-pages the 
ommittee served up a devastating in- 
-dictment of Mr Cecil Parkinson, the for- 
“mer energy secretary and architect of the 
.electricity industry's privatisation. Mr 
"Parkinson and the Department of En- 
ergy, it said, utterly failed to monitor the 
cost of nuclear power and repeatedly ig- 
-nored advisers who warned that nuclear 
-power threatened the whole sell-off. 

~ Those doomsters were proved largely 
< correct: late last year the government was 
= forced to withdraw nuclear-power sta- 
< tions from the privatisation. Consumers 
~~ have been left with an electricity industry 


. than competitive; they will also pay a 
"nuclear levy" of close to £1 billion a 
year to help nuclear power limp on un- 
der state ownership. 

There is still, however, one issue out- 
standing: Sizewell ' B, sole survivor of 
Britain's now-halted nuclear-power-sta- 
tion building programme. This week Mr 
John Wakeham, Mr Parkinson’s succes- 
sor as energy secretary, confirmed that 


not intend to scrap the project. _ 

Mr Wakeham says that. spending 
£990m on completing Sizewell is only a 
:slightly dearer option than scrapping the 
.project and building, say, a gas-fired 
"power station instead. His claim sits un- 
easily with the energy committee's find- 

ngs: their report claims that the Depart- 
ment of Energy has failed to make " more 
than a perfunctory estimate" of the rela 
ive costs of these two options. _ 

The central flaw in Mr Wakeham’ s 
reasoning is that. the. future cost. of 
Sizewell is- largely unknown. One of the 
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. mons select committee on energy - 


| | =- ently) uncancellable, 
which, after privatisation, will be less 


despite its rapidly rising costs, he does: 


| es men due: Cubs Who tuc cy 
E: unable to adapt to the new labour market 
and probably never will. 

te New skills for old 


oa ehind these figures isa more complicated 


picture than the stereotype of thousands of 


er : shop-assistant jobs for women and nothing 


sufficiently sweaty and. full-time: fot their 
husbands. Manufacturing . is not doing 


: badly—in output terms—in ‘Sheffield, and 
. even the steel industry, judged strictly by 
Eos re is back to the levels of the late 





/0s. But. industry. is slimmed-down and 
more e efficient, and most successful firms em- 





reasons that the project is already so far 
over budget is that its contractors, 
robbed last November of the chance to 
build a further three similar reactors—as 


the government originally planned— 
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| 
have upped their fees by some £350m, | 
mumbling something about lost econo- | 
mies of scale. Now that these same con- .. 
tractors: believe the project is (appar- | 
Sizewell’s costs 
seem only too likely to soar. And because | 
a power station of Sizewell’s design has | 
never before been built in Britain, there | 
will be plenty of excuses for raising esti- 
] 
| 
| 
ł 
| 
| 
| 
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. mates during the remaining four or five 


years of its construction. | 

By the same token, the true cost of fu- 
ture output from Sizewell must also be 
unknown. Given the laxity of the De- 
partment of Energy's calculations to 
date, it is pretty breathtaking of Mr 
Wakeham to claim, in a letter published 
in The Times on June 27th, that 
Sizewell’s juice will cost “well below that 
from a new coal-fired station". Even Nu- 
clear Electric, the proud current owner 
of Sizewell, admitted on ]une 26th that 
the future plant's power will be up to 
60% dearer than coal-fired electricity if 
the project's total costs are taken into ac- 
count. (Another internal estimate late 
last year costed Sizewell's power at up to 


three times as much.) Perhaps the sight 


of one energy secretary hanging from the 


-yard-arm should now be used to encour- 


age another to try harder. 
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| er than 100 people. Sheffield Enter- - 
prise, an agency that channels government. 
grants to promising companies, has in the 
past four years dished out £20m to create 
3,500 jobs—but the cash has gone to 500 
firms, most with fewer than 50 employees. 

Have steel workers transferred success- 
fully into these growth businesses? They 
have not, on the whole, set up their own 
firms. “The average ex-employee of any 
large organisation is not particularly entre- 
preneurial in type", is the blunt conclusion 
of Mr Vernon Smith, chief executive of Brit- 
ish Steel Industry, a company set up to stim- 
ulate jobs in ex-steel areas. "No doubt there 
are exceptions, but start-ups are not a major 
source of new jobs." 

In seeking fresh jobs from established 
employers in new-look industry, steel-work- 
ers have also had to face the fact that Shef- 
field's manufacturing workforce, now at 
around 2196 of the city total, is not growing. 

"My own best guess”, says Mr Nick Kem 
director of the local engineering-employer 
federation, "is that without major inward 
investment, the number of people employed 
in the engineering industry will neither fall 
nor rise dramatically." 

The alternative source of new jobs is ser- 
vices. Sheffield's business and council lead- 
ers—who for the past four years have 
stopped warring to promote the city in part- 
nership—have been enthusiastic supporters 
of the urban-development corporation in 
the former steel area, the Lower Don Valley. 
Its really big projects, like Meadowhall, are 
creating service jobs, while manufacturers 
find that small is beautiful. There was a time 
when it was all the other way round. 

. Even in services though, the new confi- 
dence in Sheffield is fragile: witness the 
looming failure of the 1991 World Student 
Games, which the council recently had to 
rescue for lack of sponsorship revenue. To 
consolidate its recent gains, Sheffield will 
have to continue attracting shops and: 
fices. during the early 1990s. That will uc- 
pend partly on luck and the fate of the na- 
tional economy. But another big influence 
will be the extent to which Sheffield can 
remedy local skill shortages. — . 

If you have a skill in Sheffield these 
days, you should not be out of a job. The 
new Training and Enterprise Council (TEC) 
has calculated that there are 1,000 too few 
electricians, and the shortfall could rise to 
7,000 by the middle of the decade. 

Fortunately Sheffield has one of the few 
really dynamic TECs in the country. It also 
has one of the biggest education systems— 
including a university, a polytechnic and 
Britain's first city-wide network of tertiary 
colleges, which offer sixth-form and voca- 
tional courses to both teenagers and adults. 
Perhaps Sheffield could yet be remembered 
as the city that made education and training 
wotk in the oe | 

















| In the family way 





Y JE WILL never run out of steam. 
07 YV Like climbing a hill, you think 
A you' re near the top and then you see an- 


Ae other peak beyond.” Thus Margaret The 







Tank-Engine to the Tory women’s confer- 


E ence on June 23rd. Some lazy old puffers 


"back in the marshalling-yards creaked 
crossly and wheezed that Mrs Thatcher 
was out of control as she toot-tooted slo- 
gans for the next manifesto. 

In fact, she was reciting ideas from 
work that is well under way and on sched- 


ule to deliver a new Tory programme for a 


general election next year. 


The chancellor, Mr John Major, and 
. the environment secretary, Mr Chris Pat- 


ten, comprise the fresh-faced cabinet duo 
that Mrs Thatcher expects to be most 
closely involved. She dislikes talk of an 
“A-team” 
formed in 1986, because the excluded B- 
team might arrive on her doorstep, look- 
ing hurt and whingeing. 

Even so, others who are expected to 
prepare ideas for the manifesto are the 
party chairman, Mr Kenneth Baker, the 
energy secretary and publicity-man, Mr 
John Wakeham, and the deputy prime 


minister, Sir Geoffrey Howe. If she could, 


Mrs Thatcher would probably exclude the 
much-snubbed Sir Geoffrey. But his Tory 
critics fear that would prod him into res- 


ignation. Better wait until after the elec- 


tion, they say—then bump him off. 

Sir Tom Arnold, the Tory vice-chair- 
man, will feed in private polling research. 
Various right-wing groups, ranging from 
the Centre for Policy Studies to the No 
Turning Back group of MPs, are polishing 
up their wares to sell to ministers. Many of 

` these had been well-advertised before Mrs 
"^ Thatcher made her speech—the next 
. privatisations, the rents-into-mortgages 
‘scheme, and more education reforms. 
. But over the past few weeks, an inter- 
. esting new theme has emerged from the 
_ Tory backbenches and from some influen- 


tial ministers. Under the broad heading of. 


"Towards 2000" they have been arguing 
for a manifesto that proclaims the need to 
make Britain less shabby. This end-of-mil- 
lennium spring-clean would include some 
cheapish cosmetic work—like sprucing up 
the town-centres and cathedrals (a pet 
idea of the new-look Arts Council)—but 
would go much further too. 

lt is undoubtedly a stalking-horse for 
greater spending on the fabric of schools 
and transport, for some serious and ex- 
pensive environmental policies, and for 
renewed efforts to tackle social blights like 
homelessness, child poverty and the de- 
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of ministers, like the one 


Honest John Patten 


cline of the family. A kinder, gentler Tory 
party! Although some of this thinking 
might be caricatured as wet and woolly, it 
has elements that are calculated to appeal 
to Mrs Thatcher, too. 

She is profoundly worried about the 


decline of the family and the cost to the - | 


Treasury of single-parenthood (6096 of di- 
vorced and separated mothers receive in- 








come support). And though her last anti- - 
litter crusade was a flop, the Nation's. 


Mother still has a soft spot for the sound 


of a working paintbrush and the whiff of - 
Jeyes fluid. She must know that too many - 


people are concerned about the quality of 


public services for Tories safely to leave _ 


that issue for Labour. 


"Policy towards the family" 


mittee on single parents, and the Home 
Office minister, Mr lohn Patten, chairing 
a similar group on women’s issues, are the 
main men involved. ldeas that may well 
make their way into the manifesto include 
divorce-aw reform, making divorce a 


shallow gradient rather than a sharp 


break; tougher rules for the parents of 
school-truants; and pre-marital counsel- 
ling in schools. 


Perhaps the biggest likely change is in 


the way maintenance is paid to one-parent 
families. Mr Patten has already an- 
nounced new procedures for fathers who 
refuse to pay up. Mr Newton's committee 








. decide maintenance payments by 2 
mula, as happens in America and Au 


. expected to end in divorce, this would n 
~ doubt be welcomed by the Treasury. 


the type liberal Tories fear most. Th 
. lieve a manifesto which smelt like : 
s crusade would be laughed at by the: 


. scale moral rearmament. Indeed, she is 
surprisingly liberal about sex—once tell- 


~~ adultery. Warming to her theme, she 


... thony Eden hopped into bed with every 
IOCIS ORI woman he met". 


: Not amateurs 


Sadly, the record is not encouraging 
. When Lord Mountbatten was murdere 


is one area 

where hard-core Thatcherites and the 
kinder, gentler Tories are close to agree- _ 
ment. The social-security secretary, Mr ` 
Tony Newton, chairing a Whitehall com- 


bomb in the Commons underground 
~ Commons authorities warning of the 
. park’s vulnerability. The crusty admiral 


Mr Neave had not wanted special prot 


IRA as bungling amateurs live to regre 










































is looking at a more radical soluti 
which would take maintenance battles « 
of courtrooms (where they account fo 


85,000 cases a year) and hand them to 
official child-support agency. This wo: 





lia. Cheaper, swifter and less ar 
than the current system, it might hi 
state support to one-parent families, Sit 
3796 of new marriages in Britain are r 


In Downing Street the main thi 
on family policy, brought from Tory 
tral Office to help write the manifesto 
fervent Roman Catholic convert 
Thatcherite loyalist, Mr Robin 
bachelor of strong moral views a 
mer medieval historian, Mr Harris 


They should not worry too much. M 
Thatcher | is unlikely to countenance ful 


ing a colleague that she couldn't under- 
stand all this fuss about politicians and 


added cheer 





ully: “They tell me that An- 







"THIS week's bomb blast at the Tor 
. Carlton Club is a reminder that, like 
their enemy, anti-terrorist forces 1 le 
brisk imagination and lateral thought 


in Ireland it emerged that the local polic 

had regularly checked his car but not hi 

boat—which was duly bombed. — 
Before Airey Neave was murdered 


park in 1979, a journalist wrote to 





charge wrote back chastising him for ' 
pertinence". Afterwards, the police sa 


tion. But though he was guarded in th 
country, shortly before he was kille 
had commented on the lack of protecti 
he received while in London. | 

It wouldn't happen now. Oh no? Re 
cently, some backbench MPs were ordere 
to start checking under their cars fo 
bombs— but were not issued with mirror 
to enable them to do so. Politicis 
should pray that all those who treat 












In the doldrums - 


| Michelin, the world' s largest 
tyre-maker, punctured its 
share price when it revealed 
that poor demand for cars and 
a fall in prices mean that it 
could lose money for the next 
three years. More than 2,000 

employees will be laid off. 


3eorge Bush came out of a 
ddle with Congress and 
sked everyone to reread his 
ps. He announced that “tax 
revenue increases’ Juris be 
eeded to get America's $159 
billion budget deficit closer to - 
the $64 billion legally defined. 
maximum for the 1991 fiscal 





































Thomas Labrecque will start 
as boss of Chase Manhattan, 
| America’s second-largest — — 

_ bank, by sacking up to 3,000 
employees. The sale of some of 
its European assets should 
. help to cut Chase's annual 

costs by $300m. 


. Caterpillar, the sui s big- 
gest bulldozer-maker, an- 

. nounced that its second-quar- 

`, ter profits could fall to less 

| than half its first-quarter level 

: of $99m. Caterpillar’ s main 

problems lie i in Brasil | 
























| Fishy business B 





‘Fernando Collor, Brazil's pres- 
ident, is keeping his promise 
-to open up Brazil to foreign - 
‘trade. His government said. 
that by 1994 the average im- 
‘port tariff should have fallen 
from 35% to 20%. Brazil has 
already torn up a list of 1,000 
banned imports. But the econ- 
my remains in desperate 
hape. 














trish cheer 


Leaders of the European 
Community argued at the 
Dublin summit about send- 
ng cash to help Mikhail Gor- 
achev and Russia's ailing 
conomy. West Germany and 


























. The developed world's black- 
market trade deficit is deep in. 
the red. An inter-govern- 

mental group set up to look at 
drugs-money laundering reck- 

ons that annual sales of the 









rance were keener than Brit- | main narcotic drugs are 
in, so the European Commis- | worth $122 billion in Europe 
ion will study how (and one and America. 


opes whether) to doi it. 





Regulators are investigating 
|, whether Dunsdale Securi- 

ties, a British investment 
group which folded in early 
June, was at the centre of an il- 
legal share-dealing ring. They 

also want to know what hap- 
pened to £20m worth of cli- 
ents' money. 


Still i in an open-minded but 
vided mood, the European 
mit also decided that if 

th Africa further relaxed 
artheid, the EC could relax 
sanctions. Margaret Thatcher 
vanted some sanctions lifted 
mmediately. - 

















won't say how many of the 


Mysteriously, a court in Pisa 
seized the Italian assets of 
Lloyds, Britain's fourth-larg- 
est bank, which could be 
worth up to $800m. The in- 


junction comes just as the 


. Bank of Italy is easing restric- 


tions on foreign banks. 


On the wires - 
After losing $408.3m on sales 


of $10 billion last year, 
Unisys has found $200m of 


-fresh capital from Mitsui, a 


Japanese trading house. Mitsui 
already shares control of 
Nihon Unisys, Japan's fifth- 
largest computer outfit, with 
the lumbering American com- 
puter giant. 


IBM is trying to get its PCs back 
into the home. It wants its 
new PS/1 model to become 
for the household the stan- 


-dard its old PC was for busi- 


nesses—and to promote its 


. | Prodigy. on-line information 
1 service. 


| Citibank has dee to offer 
its Visa cardholders credit for 


long-distance telephone ser- 


_ vices. MCI, AT&T's rival, is 


only too glad to help. This fol- 
lows AT&T's recent switch of 
its telephone chargecards into 
credit cards. 


The squabble between 


Hitachi and Motorola over 
patents governing their 
microprocessors—which once 
threatened to make it illegal 
for either to make or distrib- 
ute their chips in the United 
States—seems to have been 
solved out of court at the last 
minute. Plenty of scope for 
disagreement remains. 


Flight path 


Two American aerospace gi- 
ants, Northrop and McDon- 
nell Douglas, (iru e a $63 
billion entry for Ámerica's 
new Advanced Tactical 
Fighter. But Dick Cheney, 
America's defence secretary, 





proposed 750 fighters he 
wants. And Lockheed, Boeing 


. and General Dynamics are 


building a rival. 


American International 
Group, an insurance and fi- 
nancial-services company, has 
bought the world’s second- 
largest aircraft lessor, Inter- 
national Lease Finance Cor- 
poration, for $1.3 billion. As 
part of the deal, the rapidly 
expanding lessor will get an in- 
jection of $125m from AIG. 


The Hubble telescope is send- 
ing back blurred pictures. The : 
pictures will remain out of fo- 
cus until an astronaut calls by 


with a new mirror, probably 
not till 1993. 


Make their day - 


Foxboro, a Massachusetts- 
based process-controls sup- 
plier, beset by software 
glitches and heavy losses, suc- 
cumbed to Siebe, a British en- 
gineering group, for $656m. 


As part of its expansion in the 
rental business, Chrysler will 
buy Dollar Rent-A-Car, the 


world's fourth-largest car- 


rental chain. Last year it drove 


away with Thrifty Rent-A-Car 
and Snappy. 





Philip Morris, the world’s larg- 


est consumer-goods firm and 
. maker of Marlboro cigarettes, 
bought Jacobs Suchard, a 


Swiss coffee and chocolate 
maker, for. $3. 8 bil llion. E 


. of middle-class 





Did America’s small firms ever 
get off the launching pad? 


One of America's folk heroes in the 1980s was the small businessman— 


innovator, creator of jobs, begetter of rocket-like growth. As with most 
li businessman’ ’s virtues turn out to be mythical — 


HEN Ronald Reagan proclaimed the 


heroes, many of the sma 


1980s to be “the age of the entrepre- 
neur”, he summed up a decade which con- 
trasted sharply with the 1970s, when firms 


were diversifying, merging and getting big- 


ger at the expense of smaller rivals. In 1975 
the share of self-employed workers in Amer- 
ica’s non-farm workforce (one measure of 


' progress of small firms) had shrivelled. 
m a postwar high of 19% to just 6.896 in 


1976; by 1988 it had recovered to 8.296 and 
small firms seemed set to take off as thelat- 
est engine of America’s economic growth. 
Instead, they may have just fizzled out. 

The 1980s were kind to small compa- 
- nies. Industry moved away from heavy man- 
ufacturing (which favours large firms) to 
high-technology and service businesses 


(which tend to be smaller). New manufactur- . 


ing technologies meant that economies of 
. Scale either no longer mattered or could be 
achieved at a much lower output. Large 
- firms, especially in the car and consumer- 
. electronics industries, subcontracted more 
^ Oftheir work to small firms: during the past 
20 years the proportion of total manufactur- 
ing costs that America's carmakers handed 
over to smaller firms almost doubled, to 
around 50%. An affluent and choosy breed 
3 consumers demanded 
^ greater variety and greater service, giving 
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small, niche firms access to scores of nev? : 


markets. 

The broadest measure of the sali 
phenomenon in America is real GNP per 
company—the lower the number, the small- 
er the size of the average firm. In 1981 this 


indicator stood at $234,000; by 1985 it had - 


fallen to $214,000 (both in 1982 dollars). 


Moreover output per firm declined in evety 


business sector except farming. 

. Small firms—usually defined as is 
employing less than 500 people, although 
that throws up anomalies such as powerful 
LBO companies like Kohlberg Kravis Rob- 


erts—got a wonderful press in the 1980s. - 
They were, it was said, far more innovative - 


than big firms (two-and-a-half times as inno- 
vative, according to one survey); and they 


didn't need vast amounts of cash to generate _ 


innovation. Most fundamentally, they cre- 
ated an overwhelming majority of America's 
new jobs. In 1981 Mr David Birch, an aca- 


demic at the Massachusetts Institute of | 
Technology (mit), claimed that small busi- - 


nesses created eight out of every ten net new 
jobs, a proportion which he has since argued 
may have grown in the early 1980s. | 
With so much apparently going for 
them, small firms ought to be the power- 
house behind the American economy in the 
1990s, too. Their momentum, however, ap- 





. doubt whether small firms ever rovid 


this has led many of the bigger venture-ca 


start-ups, which look riskier as product. 


& that 3796 of firms operating in Wiscons 
- 1978 had gone bust by 1986; among fi 
with more than 50 employees, however, ; 









ers in hee mirada bak Lin; yea 
Some researchers are b 













oomph to America’s economy for 
they were given credit. In a new book 
ployers Large and Small", Mr Ct 
Brown of the University of Michigan 
James Hamilton and Mr James Medoff, b 
of Harvard University, question the cor 
tional wisdom that small firms gen 
most jobs. 
MIT's Mr Birch generally defined E 
ness size by the number of workers a 
location—so his figures included i 
branches of McDonald's along with ne 
small firms. Figures from the Small Busine 
Administration (SBA) suggest that sma 
businesses' share of new jobs created during 
most of the 1980s was really somewhere be- 
tween 6096 and 6596, compared with their 
50% share of existing jobs. Good, but not 
that good—-and small businesses' half share 
of existing jobs was still lower than the 3536 
recorded in the late 1950s. : 
Although there are few figures yee to 
prove it, small firms’ share of job creation 
appears to have taken a nose-dive towards 
the end of the 1980s. Returns to ventur 
capitalists, who finance many of the fastest 
growing small companies, have falle 
sharply, according to a survey by Ventu 
Capital Journal. During the past year or : 







































































tal firms to scale back, especially investing i 


cycles. shorten and interest rates stay hig 
That may mean fewer start-ups, bu 
fewer flops. There is evidence tha 
backed by venture capital are more lik: 
fail than self-financed ones. Only the 
able entrepreneurs, the argument runs 
sort to costly venture capital. 
Jobs created by any small firm, how 
tend to be short-lived. A recent study b 
Bruce Phillips and Mr Bruce Kirchhc 
the SBA estimated that three out of five 
small firms fail during their first five y 
paper published last year by Americ 
tional Bureau of Economic Research f 


death rate was just 15%. 

Among surviving firms, small co: 
nies tend to grow more rapidly thar 
ones; but they also shrink more 






















€mpioyme 
nerican small Bn existing in 1981 de- 
ned by 1096 during the following four 
; while employment in existing large 
s remained relatively stable during that 
od. All told, during the 1980s small 









ge share of America's overall job losses. 
_ If America's small firms are in the fix 





find it more difficult to attract talented 
iployees in the 1990s, when skill shortages 
uld become a headache for all companies. 


iring the 1980s workers headed for small 









, greater responsibility, equity stakes, 
bility of employment conditions and 
of big-firm bureaucracy. 








ones, offering many of the same attrac- 
s to good employees. Like many other 
»erican companies, Eastman Kodak 
lit itself into ever-smaller core operat- 
groups, each consisting of several 
trapreneurial" business lines. Its employ- 
s are encouraged to submit new-product 


deas and, if the project survives a tough vet- 
procedure, Kodak will finance it but 


A OR Italy’s tourist industry, soccer’s 
cK World Cup was supposed to be 
manna from heaven. Pundits confidently 
predicted that 5m people flush with cash 


June 8th and July 8th for a feast of fantas- 
tic football. They were wrong. Three- 


estimates of the number of visitors are 
being halved or even quartered, - 
‘regulars already deserting them because 


f the pollution that has spoilt large 


operators were counting on Il Mondiale 


ley, big spender B 





ms accounted for a disproportionately 


at these statistical signals. suggest, they 


sinesses because of the varietv of work of- 


Now big firms are learning to act like 


would flood into the country between. 
quarters of the way through the event,. 


—— That spells trouble for many of Italy’s 
hoteliers and restaurant owners. With. 


tracts of the Adriatic coast, Italy’s tourist. 




























































give the employees autonomy to run their 
venture, 

.3M, the firm made famous by its intra- 
preneurial. Post-it pads, aims to generate a 
quarter of its revenues from products intro- 
duced within the past five years. That en- 
tices entrepreneurs. Thanks to the 
decentralisation which goes hand-in-hand 
with globalisation, big firms such as Hewlett- 
Packard are devolving responsibility further 


Risotto alla Maradona 


to help them fill empty rooms and tables. 
However, not even the combination of 
Mr Diego Maradona and risotto alla 
Milanese could do the trick. So far, only 
40% of the reservations made in hotels 
in the 12 Italian cities hosting World 
Cup matches have been confirmed. 
Bologna has suffered most. Unchari- 
table souls say this is hardly surprising: 
no-hopers like the United Arab Emirates 
and Colombia played their first-round 
matches there. But Bologna’s greedy ho- 
teliers, like those throughout Italy, may 
have simply priced themselves out of the 
market. In Milan, where occupancy rates 
are also low, the price of a single room in 
a run-down two-star hotel is 
$140. 
.. Café owners have also 
lost business, thanks to an 
_ official ban on the sale of al- 
cohol before certain 
matches. Despite these set- 
backs, a few have still man- 
aged to make money. The 
prize for entrepreneurial 
flair should surely go to the 
self-styled Milanese “de- 
signer" who has been sell- 
ing T-shirts emblazoned 
with a map of Milan’s red- 
light district. 





y who o might otherwise ave 
Bm their. own sali businesses. And big 


firms are becoming more flexible about 


work: homeworking for professional staff is 
more common, creches more numerous. 
The biggest attraction of big firms, how- 
ever, is more down-to-earth: pay and perks. 
In America their employees earn around 
30% more than their small-firm counter- 
parts; in manufacturing industries the gap is 


- bigger still. A study by the sBA found that all 


firms with over 500 employees. offered 
health insurance, compared with just 55% 
of small firms; pension plans were offered by 
just 1696 of small firms, compared with 7996 
of big ones. The main reason is that such 
perks cost small companies dear: setting up 
a pension plan for an employee can cost a 
small firm twice as much as a large company. 
That excuse will cut little ice with the em- 
ployee seeking greater security in the 1990s. 





Home computing 


IBM tries again 


HE world's largest computer company, 
IBM, is returning to the scene of one of 
its most humiliating defeats: the market for 
home computers. IBM dominates business 
computing. Much to the surprise of both 
IBM and its competitors, however, it has 
failed to repeat that success in the home 
market. Its PC Junior home computer 
flopped and had to be ignominiously with- 
drawn in 1985 after only a year on the mar- 
ket. Now IBM is trying again with a new 
range of computers called ps/1, which it 
launched on June 26th in America and is ex- 
pected to sell in Europe in the autumn. 
-IBM has high hopes for the ps/i. Though 
over two-thirds of executives now have a 
personal computer on their desks, less th; — 
a fifth of homes have one. But iBM must pe 
form what may be an impossibly delicate 
balancing act if it is to make money in the 
home market. The company has to offer a 
home computer sufficiently appealing to un- 
sophisticated users to achieve sales volumes 
big enough to make a mark on its $50 bil- 
lion-a-year in revenues. Yet these cheaper 
home machines,cannot be so good that they 


cut deeply into the market for IBM's much 


more. profitable- business-oriented PS/2 
range. 
At first ance: the PS/1 looks danger- 
ously like the Ps/2. The Ps/1 will use the 
same microprocessor found in the mid- 
range of IBM's PS/2 line, Intel’s 80286. It will 
have the same graphics capabilities as the 
ps/2 and, selling at $1,000-2,000, it will be 
competitively priced. Though the Ps/1 range 
will be difficult to expand with the sort of 
“add-in cards” that can give a PS/2 extra 
memory or the ability to communicate with 














Paris predicts 





4 CONOMIC forecasters at the Paris 
s headquarters of the Organisation for 
= Eaa Co-operation and Develop- 
| ment (OECD) must be wondering whether 
. it was worth the bother. After patiently 
feeding in the latest numbers, their com- 
puter has churned out virtually the same 
forecasts as it did last December. Thus in 
its latest Economic Outlook*, the OECD 
still expects its 24 member countries to 
grow by a steady 2.996 this year and next, 
while inflation is forecast to remain at 
around 414%, 
The OECD has, however, become more 
optimistic about current-account imbal- 
ances. In December it expected America's 
i deficit (and Japan and West Germany's 
surpluses) to start widening again; now 
America's deficit is forecast to fall to un- 
der $100 billion next year—from a peak 
of $160 billion in 1987. 
The OECD used to devote reams to an- 
alysing how these “imbalances” could be 





eliminated, telling America to cut its bud- 
get deficit and advising Japan and West 


Germany to save less. Now it seems that 
current-account imbalances are passé, not 
just because they are narrowing or be- 
cause the OECD got bored preaching the 
same sermon, but because in a world of 
mobile capital, deficits can be financed 
more easily. - 

Although current-account deficits may 
matter less these days, budget deficits cer- 
tainly do matter. One of the OECD's mes- 
sages is that fiscal policy should play a big- 
ger role. First, fiscal policy must bear more 
of the burden of keeping demand and in- 
dation in check, instead of monetary pol- 

icy taking all the strain. Second, heavy in- 
 vestment in Eastern Europe is likely to 
intensify competition for scarce global 
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The OECD's latest forecasts of growth and trade balances may hog the 
headlines, but its most useful analysis lies elsewhere | 





savings and hence push up interest rates, 
unless countries save more. 

The oECD believes that most govern- 
ment schemes to boost private savings are 
a waste of time. The best way for govern- 
ments to increase total national savings is 
to remove tax distortions which discour- 
age saving, and to trim budget deficits or 


run bigger surpluses. 
But America is no longer singled out; 


this advice applies to all countries with a 
big budget deficit or a large current-ac- 
count deficit or both. Stand up Britain, 


Spain and Canada. Indeed, using the. 


OECD's internationally comparable figures 
for general-government budget deficits, 
America's looks modest, having fallen 


from 3.496 of GNP in 1986 to 2.0% last 


year, and on current policies (ie, even be- 
fore George Bush's lips changed their 
tune) the OECD forecasts a fall to just 196 
of GNP next year. This includes the sur- 
pluses of state and local government, but 
excludes spending on bailing out thrifts, 
since much of that will supposedly be re- 
couped by sales of the thrifts' properties. 
Budget deficits have fallen almost ev- 
erywhere during the past decade. The av- 
erage budget deficit in the OECD has 
shrunk from 4.396 of Gop in 1983 to 1.2% 
last year, and nearly half its members ran a 
surplus last year. The snag is that private 
savings are now much smaller than at the 


end of the 1970s, so America and others. 


need to cut their deficits further and even 

run big surpluses to lift national savings. 
The OECD also devotes more space to 

analysing economic developments outside 


These contacts could result eventually in - 


how to turn their state-controlled econo- 


areas such as labour and financial mar- 
kets. Better still, the OECD's criticism of. 


nomic policies. 


has — been 


* ogcp Economic Outlook no. 47, June 1990 







its own borders, reflecting its increasing: 
contact this year with East European. 
countries and the "dynamic Asian econo” 
mies" (the OECD's new name for what. 
used to be the four newly industrialising 
countries, plus Thailand and Malaysia). 





new 5 






some new members. East Europeans art 
already queueing up for advice in Paris o 











mies into market-based ones. 

‘Enlarged membership will be only one: 
af the things giving the OECD a new lease 
of life in the 1990s. The dullish-looking 
supplement to the Economic Outlook i 
easy to miss, yet its contents are as valu 
able as the macroeconomic forecasts. Thi 
is the first proper international study on 
microeconomic reforms and rigidities in 













































countries’ rigidities, such as Britain’ 
mortgage-interest relief and the bias it 
America’s tax system against savings 
seems much blunter than is typical of it 
usual guarded comments on macroeco- - 


The report concludes that while there. 
considerable ^ domestic. 
liberalisation, for example of financial. 
markets, tax reform and the public sector, 
progress has been disappointing in trade, 
agriculture and industrial subsidies. Mr 
David Henderson, the OECD's chief econ- 
omist, notes that whereas all 24 countries’ 
have liberalised domestically to some de-: 
gree in the 1980s, only four have clearly. 
liberalised their foreign trade: Australia, 
New Zealand, Japan and Turkey. l 

The OECD celebrates its 30th birthday: 
in December, and needs to find a new. 
sense of purpose as its influence over mac-: 
roeconomic policy wanes. Its emerging. 
role in guiding rich countries’ microeco- 
nomic policies, in trade and agriculture’ 


for example, is just what the OECD will. 
need in its 30s. 
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Cable & Wireless has specialised in international communications f 
over forty countries. Spanning the world, Cable & Wireless's Global Di; 
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Hong Kong Telecom’s 18,000 employees: | 


eee " | provide one of the most "modern tele- 
IN AMERICA | | l 





phone services in the world, with more. 
Over 60,000 business customers in tlie B than one phone for every two of Hong. 
USA have | ben Cable:.& Wireless o © Kongs 5*2 million people. Cable & 

" Communications Inc for their long dis- Wireless also has a major . holding in 
| tance telecommunications. Our digital IDC connecting customers in Japan to 

system spans the States ; froni Cont46: the world via satellite and cable, : | 
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ow machines across a network, the big- 
difference between Ps/1 and ps/2 will be 
the marketing. 

BM plans to sell ps/1 largely through de- 
ent stores such as Sears and Dayton 
dson. These stores are open during eve- 
gs and weekends so that office workers 
an pick up a PC along with new hedge clip- 
rs. They will not intimidate computer 
eophytes. They are also incapable of build- 
ig the complicated networks into which 
usiness computers are increasingly linked. 

| The key to the ps/1’s success or failure is 
likely to be BM’s vision of what a family will 
be able to do with the machine. Each com- 
uter will come with a modem to communi- 
e over telephone lines, and a free trial 
bscription to Prodigy. Created jointly by 
M and Sears, Prodigy offers electronic 
abases and a chance to exchange elec- 
c messages with other computer users. 
ped by a $30m advertising campaign, the 
ber of subscribers to Prodigy has nearly 
oubled to 425,000 since the beginning of 
; year. IBM plans to add a second, enter- 
ment-geared, service called Promenade. 
‘Tandy, whose Radio Shack brand leads 
market for home computers capable of 
men more Stean just piy games, will be the 
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A a fes a IBM's Du ex- 
kives could find themselves in direct 
mpetition with consumer-electronics 
nies dup as rio hae and Sony, 


red (see next - story). If iBMers thought 
the reta. market was Wap 









Counterpunch - 
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TOK Yo 


"CHOSE heavyweights of Japanese con- 

sumer  eléctronics— Matsushita and 
Sony—are slugging it out again. The prize is 
gadget-mad consumers everywhere, and the 
product is a lightweight video camera-cum- 
recorder (“camcorder”). Sales of pocket- 
sized camcorders have soared over the past 
year, bringing relief to an industry desperate 
to replace declining sales of video-cassette 
recorders (VCRs). 

Last time the two companies battled for 


market leadership of a new product, Sony - 


got a badly bloodied nose. The company’s 
technically elegant Betamax VCRs lost out to 
Matsushita’s cruder but longer-playing VHS 


machines, pioneered by Matsushita’s affili- 


ate, JVC. Admitting defeat, Sony started 
making its rival's vHs-type machines two 
years ago. But the proud company has 
smouldered—and innovated—ever since. 
By promoting yet another video standard— 
one based on 8mm-wide tape instead of the 
half-inch tape used in VHS recorders—Sony 


may be able to grab market dominance back 


from Matsushita, Japan's biggest electronics 
manufacturer. 

The camcorder battle began four years 
ago but, as with most new electronic gad- 
gets, sales were slow to get going. Sony's 
breakthrough came last summer, when it 
launched a devastatingly successful new 
camcorder, known as the CCD-TRss, that 
weighed a mere 790 grams, about the same 


as a top-of-the-range photographic camera. 


In Japan Sony's advertisements describe the 
new machine as "passport-sized" (its profile 
is smaller than a Japanese passport). But it is 
not just tourists who have flocked to buy. 
The new camcorder has become the indus- 
try s best-selling product in years, helping 
Sony flog 4096 of the 7m camcorders bought 
around the world last year. Sony would 
probably have sold even more of the 
Y 130,000 ($840) camcorders if it could have 
produced them faster. 

Other — video-camera 
makers have been left gasp- 
ing. They have taken ab 
most a year to match Sony's 
technology. Matsushita has 
introduced a slimmed- 
down version of its VHS 
style camcorder, which is 40 
grams lighter than Sony's. 
best-selling model. Not to - 
be left out, jvc has 
launched a palm-sized video ` 
camera, recorder and col 
our monitor as separate 
items that can be plugged 
together in various com- 
binations. Refusing to give 


You don't need one to get the other 























































ground to the rival 8mm format, both 
Matsushita and Jvc have trimmed yet more 
weight from the compact version of their 


. VHS-cassette machines. Meanwhile Sanyo, 
Canon, Ricoh and Hitachi have announcec 


plans for producing miniature 8mm 
camcorders no heavier than Sony’s. 

Unfortunately for them, Sony has not 
stood still. It has now jazzed up its passport- 
sized camcorder, adding extra features such 
as stereo sound, a brighter screen and a big- 
ger zoom, without increasing its weight and 
raising its price only marginally. And to 
show that it is stil the master of 
miniaturisation, Sony will launch a new 
8mm camcorder on July 1st that is 90 grams 
lighter than its previous model. Once again, 
the competition looks like being left behind. 

For how long! Sony stole a march on the 
Matsushita camp in the early days of the 
VCR, only to see its lead reduced after most 
other companies, upset by Sony's refusal to 
discuss common technical standards, opted 
for the VHS format. That eventually drove 
consumers away from Betamax. This time, 
however, independent manufacturers of 
camcorders are flocking to Sony's 8mm 
standard, abandoning the VHS standard, ~ 
Matsushita and Jvc. 

The newcomers are attracted by the way 
Sony, through a combination of clever mar- 
keting and technology, has created a new 
product in an otherwise crowded and lack- 












lustre field. Since the CCD-TR55 was 
launched last year, camcorders are no longer 
seen as cumbersome, complicated and 
strictly for video freaks with strong right 
arms. The tiny 8mm camcorders offer the 
luxury of video movies for the price and 
convenience of a single-lens reflex camera. 
In Japan, where 9096 of all households own a 
still camera and 70% have a ver but only 
1596. a camcorder, pundits reckon that the 
market for the new  passportesized 
. camcorders is going to grow at around 30- 
3596 a year. In America or Europe, where 


few of the new miniaturised models have yet. 


reached shop shelves, growth in sales could 
exceed 4096 a year. 

Despite the competition, most industry- 
watchers expect Sony to inctease its share of 
the camcorder market this year to at least 
4596, with another 3596 going to the rest of 
the 8mm makers. No matter how deft the 
latest VHS developments, the format looks 
doomed. Though the contest is still in the 

rly rounds, it seems to be Matsushita's 
vurn to get a bloody nose. 





GATT's Uruguay round 


Old MacDonald 
in the way 


GENEVA 


N JULY 23rd top trade officials from 
over 100 countries will meet in Geneva 
in search of a way to save the three-year-old 
Uruguay round of trade-liberalisation talks. 
Their biggest problems lie on the farm. The 
United States and the European Commu- 
nity (EC) are still deadlocked over America’s 
demands for basic reforms in farm trade. 
That leaves negotiators nerve- 
wrackingly short of time to reach agreement 
-^^ye trade ministers meet in Brussels in 
ember to complete the round. Without 
à deal to slash state support for agricul- 
ture—which now costs western taxpayers 
. and consumers $245 billion a year—and to 
open up domestic markets to farm imports, 
efficient farm exporters like Brazil and Ar- 
gentina say they will not sign other deals on 
services, intellectual property, direct invest- 


ment and new rules governing international — 
competition. America regards these as es- - 


i to the success of the negotiations. 
Behind the scenes in Geneva some 





man of the agricultural negotiating group, 

will make suggestions on all four areas under 
. discussion: domestic supports such as guar- 
anteed farm prices (as in the EC) or top-up 


income payments to farmers (as in Amer- | 


ica; border measures such as tariffs and 
quotas that restrict imports; export subsi- 
dies; and the use of plant, animal and hu- 
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| progress is being made, but not enough. On —- | 
July 2nd Mr Art de Zeeuw, the Dutch chair- 





sacred, subsidised cow 


man health regulations as import barriers. 

A consensus is emerging on ways to cut 
farm protectionism at the border and to re- 
duce internal supports. Most countries seem 
willing to agree a single formula to measure, 
and so reduce, the myriad kinds of domestic 
subsidies. State spending not designed to 
boost production directly, such as infra- 
structure and advisory services, will proba- 
bly not be included in any such formula, but 
most other types of subsidy will. 

On border measures America has per- 
suaded the EC and most other countries to 
convert all non-tariff measures to tariffs as a 
prelude to reduction. Negotiators are trying 
to sort out the technical problems. Left for 
later are four awkward issues: 

@ Japan’s desire to keep border restrictions 
on “essential foodstuffs” (translation: rice). 


The Japanese government seems to be hop- 


ing the stand-off between America and Eu- 
rope means that its rice-import ban will es- 
cape attack. It won't. 

@ Equally unacceptable to many is the EC's 






































proposal for a two-tier tariff, part. fixed 
subject to negotiated reductions) and 
variable to compensate for big shif 
prices or currencies. America and the. 
strong Cairns Group of agricultural + 
traders say two-tier tariffs are just a disgui 
form of the hated variable levy, already use 
by the EC to keep out imports. But the EC 
concerns may be met by a safeguard mech: 
nism against sudden import surges, wh 
America. has already suggested migt 
prompt a temporary tariff “snapback”. 
e Much more difficult to resolve will be 
conflict over the EC's controversial dema 
for “rebalancing” —the freedom to raise: 
iffs on foodstuffs (such as oilseeds) now im 
ported duty-free to compensate for over 
tariff cuts. America and the Cairns Gr 
say rebalancing is out of the question. 
rope, insisting it needs such. flexibil 
refuses to back down. : 
€ On export subsidies there is an impasse 
The EC argues that cuts in domestic pric 
supports will automatically lead to lower ex 
port subsidies (one is a mirror image of th 
other). But it says its dual-pricing systen 
which fixes domestic prices higher tha 
world prices, is sacrosanct. America, among 
others, wants export subsidies scrapped. 
The EC says this penalises its system of farm 
support, while America’s income top-ups 
will escape more lightly. Quite right: Ameri- 
ca's income support is a less trade-distorting 
way of helping farmers than Europe's price 
guarantees. 
Clearly America will not achieve its 
“double-zero” goal of eliminating export 
subsidies within five years and most other 
protection within ten. It does not expect to. 
But America and its supporters do want spe- 
cific cuts in subsidies and a genuine gestur 
towards reforming the system of farm su 
ports. That will need big concessions. fror 
the EC and an overhaul of Europe’ s commoi 
agricultural policy. This, in turn, will me 
painful compromises between the EC's oO 
members. European politicians tempted 
duck such awkward decisions should 
themselves whether the freedom 
subsidise a sector that contributes less tl 
396 of Europe's GDP is worth saving if it p 
the world's entire multilateral trading 
tem in jeopardy. 


Michelin 
Folie de 
grandeur 


PARIS 


HE world's largest tyre-maker looks 
bloated as its mascot. After buyin 
America's Uniroyal Goodrich last Septem 


ber for $1.5 billion, Michelin seems to 
suffering from indigestion. Though: 





eh firm’ $ 1989 net profit of FFr2.65 bil- 
($457m) was marginally above the pre- 
year's. figure, Mr Francois Michelin, 
mpany s chairman, warned sharehold- 
on June 25th that the firm's financial 
th could deteriorate before the end of 
year. Michelin is not alone: other 


uisitions recently look as EE are also in 
rouble. | 

-Michelin's problems are not all of its 
n making. Demand for tyres from French 
nd American car manufacturers has al- 
eady begun to wane as car sales fall. The 
ances are that the $46 billion-a-year tyre 
rket will shrink substantially over the 
ext couple of years, making life harder for 
ve three companies that dominate it— 
Aichelin, America's Goodyear and Japan's 
Bridgestone. Already Michelin has an- 
ounced that it will axe 2,260 jobs at its 
plant in Clermont-Ferrand in central 
France in an effort to cut costs. 

_ Such. painful surgery might not have 
een necessary if Michelin had not paid so 
uch for the privilege of staying at the top 
f the tyre-industry's league table. Econo- 
ies of scale really do matter in the tyre 
siness, but Michelin seemed so obsessed 
h Uniroyal Goodrich's market share in 
erica that it paid far too high a price for a 
hnologically backward company loaded 
ith debt. 

That was a mistake. Michelin's obses- 
n with size has left it seriously handi- 
ped. It now has a debt-to-equity ratio of 
re than 150%, including $410m of 
oyal Goodrich junk bonds that it has 
unsuccessfully to refinance. Mr 
chelin talks confidently about investing 
new technology, but he will have to 
inge his company even further into debt 
do so. If Michelin is to stay afloat, the 
s new finance director, Mr Eric 
dais de Charbonniére, a former bank 
utive, may have to deflate his new em- 
's ambitions. 

Many other French firms jue alio: ban 
king out abroad. T! 
acquisitions. made by 
s leapt from | FE 






































French compa- 





inch firms that have made big foreign ac- 


- billion), is the right size to be 


e total value of for- — ‘ 
have talked about a merger last- 


t ilion m 6 bition) | year. Suchard is a market lead- 





turer, and Bull, a computer company, seem 
to share Mr Michelin' $ philosophy that big 
is beautiful no matter what the price. These 
companies can expect to see their share 
prices plummet at the first sign of trouble. 
Michelin's has already fallen by over. 4096 
since the beginning of the year. 





Cadby and Philip Morris - 


Shchehch, you 





4 YO JLD Cubs TEN be n 
^ Chocolate makers, like chocolate eat- 
ers, tend to find it hard to control their ap- 
petite. If Philip Morris, America's tobacco- 
and-food giant, acquires a sweet tooth after 
its $3.8 billion bid on June 22nd for the 
world's third-largest chocolate maker, Ja- 
cobs Suchard, then the days of indepen- 
dence may be numbered for Britain's largest 
confectioner and soft drinks company. 
. An assortment of European brands 
have been gobbled up by Cadbury and its 
European rivals, Nestlé and Suchard, over 
the past few years. Cadbury alone has taken 
over Bassett’s, Trebor and Chocolat 
Poulain. For all three companies this binge 
of brand acquisitions was partly intended to 
spread sales throughout the European Com- 
munity ahead of 1992, and partly due to 
fears of gluttonous rivals getting the better 
of the feast. Once Philip Morris has digested 
Jacobs Suchard, the same impulses could 
lead it to try to devour Cadbury Schweppes. 
With 1989 sales of $45 billion, Philip 
Morris can hardly be bothered 
to snap up small firms. 
Cadbury Schweppes, which 
would probably cost £5 billion 
($8.6 billion) to buy (its current. 
market capitalisation is £25 — 





tempting. Confectionary. ac- 
counts for 4096 of Cadbury's 
£2.8 billion in sales. The rest of 
the world's big confectioners — 
look immune to takeover. Al- 
though Nestlé could be bought 
in theory, its $34 billion of 
sales make a bid nigh impossi- 
ble. Mars is a family-con- 
trolled. The fate of America’s . 
Hershey is in the hands ofthe 
Hershey educational trust. 

. Moreover, Cadbury and 
Suchard are fairly — well 
matched by geography and 
product mix. The two compa- 
nies were even rumoured to 


T to FFr108 billion in 1989. Several 
3 b other dins such as BSN, a food manufac- 






















































Malaysia : nd distribution bc in gs 

y, Cadbury could provide useful support 
for Suchard’s Asian ambitions. Suchard is 
strong. in. straightforward chocolate bars. 
But Cadbury boasts added-value snacks and 
assortments such as Crunchie and Roses. 

That. said, two things count against a 
bid for Cadbury Schweppes. First, in mak- 
ing its recent bid Philip Morris was really af- 
ter Jacobs Suchard’s coffee business—high- 
class Jacobs brands such as Night and Day 
and Jaques Vabre complement Philip Mor- 
riss downmarket Maxwell House coffee. 
That could argue in favour of seeking a mar- 
riage for chocolate, too. But equally it could 
imply either a sale of chocolate (to 
Cadbury?) or trust in it as a stand-alone 
business. Second, Philip Morris may be wary 
of Cadbury: Schweppes's soft-drinks busi- 
ness. As part of its efforts to diversify away 
from tobacco, Philip Morris has alread” 
tried and failed to make a go of soft drink: 
In 1986 it sold its Seven-Up businesses to 
various buyers for only $504m, having paid 
$520m for them eight years earlier. 

Also, Cadbury Schweppes's drinks busi- 
ness in Britain is a joint venture with Coca- 





Cola. According to Cadbury, this joint ven- 


ture and íts others on the continent and in 
America are bound by "the usual clauses", 
ie, any bid for Cadbury could trigger the sale 
of assets to joint-venture partners at knock- 
down prices. 

Philip Morris might want to build.a Eu- 
ropean food business as broadly based as its 
successful Kraft-General Foods operation in 
America-—which suggests a bid for a com- 
pany such as Britain's United Biscuits to bal- 
ance its assets in coffee, chocolate and dairy 
products. Yet given Philip Morris's huge 
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t Hewlett-Packard, we learned We also lead the industry in our | 
long ago, no matter how sophis- | commitment to open standards 
ticated acomputer systemis, and we're equally committed to 
‘without strong service and furthering our reputation for 
support,it may not deliver 100%. unparalleled quality and 
| | reliability. 


< That's why in addition to offering 
one of the industry's broadest So if you're looking for a 
cad P occid i und | computer company whose 
commitment doesn't end with 
the sale, call Hewlett-Packar 
today. 


 infortaation please call the HP sales offices: HONG KONG Tel: 8487070 INDIA Tel: (11) 690339, 690340 KOREA Tet: :2 7844606 MALAYSIA Tai: 132946055 PRC Tel 
JTAPW 7120404 THAILAND Distributors: BRUNEI Tel: (2: 23918, 26603 INDONESIA To]: 21: 5780005 PAKISTAN Tel: (St) 524141,524132 EXER 
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Chances are, a Boeing jetliner 
. is touching down at New York 
i — right now. 
The same could be said about 
Tokyo. Chicago. London. Frankfurt. 


- Los Angeles. Atlanta. 


b E 1 n E Ly E E 
uh c 


And if a Boeing plane isn't 
landing right this second at any 
of those cities, wait a minute. 
Because more than likely, it'll 
happen by then. 

An exaggeration? Hardly. 


Boeing jetliners touch down 
every four and a half seconds of 
every day. 

In the last 24 hours alone, 
Boeing airplanes landed about 
20,000 times. And they carried 





Before you blink yan eyes again, a ae 
SO 


airplane will land somewhere in the world. 
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two and a half million people 
to almost every imaginable 
destination. 

Boeing. We don't just deliver 
a lot of airplanes. We deliver a lot 
of people. 
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: ^. From start to finish, it takes about four hours to 
make a washing machine. Two of which are spent 
painting the steel — and then waiting for it to dry. 

: "This is frustrating for the manufacturer, to say the 
least. Because all the time his machine is in the paintshop, 
someone else's is in the shop window. 

: M Toa lateral thinker, the solution is obvious: get the 
- 'steelmaker to paint the steel before he delivers it. 

. To the steelmaker, it isn't quite that simple. 





Because the painted finish now has to survive the 
entire manufacturing process — and still look as if it 
| hasn't been anywhere near it. 

Happily, British Steel had been through that particular 
hoop before. 

We already had a pre-painted steel, developed to 
save time in the construction industry. 

. We knew it was resilient, and resistant to extremes 
of weather. (You'll find Colorcoat* cladding on buildings 
all over Europe, America, Asia and Africa.) 

.. Could it now stand the high-speed piercing, pressing 
: which go into making a washing 





machine? 

_ With help from a leading British paint supplier, we 
soon had the answer. 

The results were spectacular. 

Down-time went down. Manufacturing costs went 
down (by 14 per cent in some cases). And sales of 
Colorcoat went up and up. | MEE 

/ Partly due to white goods. And partly due to brown 
ods: TV's, videos, hi-fi units and microwaves. (Not to 

















ne was made with pre-pai 
itish Steel. 




























The rest will be here when they're dry. 





mention car components, office furniture, scientific 


equipment and satellite dishes.) 

In fact, Colorcoat in all its forms has been so 
successful that production is currently well over 2,000 « 
per cent up on its first year level. 

That isn't really the point of the story, though. 

It is our strategy to take problems out of our 
customers' factories, whenever we can, and solve 
them ourselves. 

Either in our laboratories, or our steelworks (or both). 

To build the answer into the steel itself. And then 
build new markets with the resulting product. 

Colorcoat is a striking example of the principle. But 
it's far from being the only one. 

We've developed stronger steels for lighter cars — and 
lower fuel consumption. 

Sound-deadened steels to improve working condi- 
tions for machine operators. 

Non-slip steel plate for safer walkways in factories 
and on oil-rigs. 

And recyclable steel cans for the drinks industry 
(and the environment). 

As the world steel market gets tougher, it is added- 
value steels like these which are strengthening our 
position in it. 

Success lies in solving problems fast. x 

And, like the washing : nachi | 
there first. p^ 







e above, getting 






WE'RE ADDING V; 






cash flow from tobacco, it could gobble up 
United Biscuits and still afford to have 
Cadbury for pudding. 

Even without a bid, the Suchard sale 
could mean trouble for Cadbury. The re- 
sources it can put into its confectionery 
business are paltry compared with those of 
Nestlé and, now, Philip Morris. De- 
pite some sales on the European continent 









2 and in ; sastralia, just over half aus : 


confectionary business remains British. 
Even before May, when it announced the 
£125m acquisition of Perrier's soft-drink 
brands (except water and cola), soft drinks 
accounted for 60% of its sales. Further 
growth of that side of its business would 
probably put it into direct conflict with its 
partner, Coca-Cola. À squeeze on its market 
share or profits in chocolate could block 
growth i in any MEE 





Plaving hard to get 


MLADA BOLESLAV, CZECHOSLOVAKIA 


Czechoslovakia’s carmaker is being courted by nearly every big western car 


company: Y What’s the attraction? 


AMD dien. | ‘dectepi aries and 
"A demotivated workers of Eastern Eu- 
aupe, there are a few golden opportunities 
for foreign investors. One potential gem is 
Skoda, a Czechoslovak carmaker. After flir- 
tations with 24 potential suitors, America’s 
General Motors and West Germany’s 
Volkswagen have emerged as the keenest to 
‘partner the company. But Skoda is continu- 
ing to play the field. The company 
reckons it can afford to be choosy. 
Like other newly liberated firmsinex- 
communist countries, its ambitions — 
might be a little too high. 5 
How good a catch Skoda turns 
out to be will depend upon the suc- 
- cess of the economic reforms of Civic 
"Forum, the protest movement re- 
cently elected to power in Czechoslo-- 
vakia. Some price subsidies will be re- 
moved next month and the first 
privatisations are planned for the 
autumn. | 
Do not expect ee measures to 
ite Czechoslovakia’s new-car mar- 
"ket, which accounted for two-thirds — 
_of Skoda's 183,000 car sales last year. > 
Indeed, they are more likely to make 
; it go into reverse, at least initially. 
The countty already has a relatively high 
level of car ownership—5.6 people per car, 
» Which is higher than Greece and Portugal 
.. but well behind West Germany's ratio of 2.1 
` per car. True, there is a waiting list of several 
months for Skodas. And half the nation’s 
- -cars are more than ten years old. But fears of 
J unemployment and inflation are likely to de- 
` laythe replacement of many old bangers and 
> kill demand for new cars. 
* ....Still, Skoda's exports could grow. In 
d 1989 Skoda sold 45,500 cars in Western Eu- 
rope and 17,700 to other East European 
countries. Britain, where Skoda sold 16,200 
... cars last year, is the company's biggest single 
© export market, followed by West Germany 
- and Belgium. 
E Skoda has hired Price SS 





British accountancy firm, to advise it during — 
Eight carmakers have 
shown particular interest: Mitsubishi Mo- © 


its ` negotiations. 


tors, Subaru (part of Fuji Heavy Industries), 
Renault, Citroén (part of Peugeot), Fiat, 
General Motors, BMW arid Volkswagen. Of 
these, says Mr Jiri Danhelka, Skoda’s 


spokesman, the firmest proposals have been 
Submitted by GM and vw. Further negotia- 





| Happy to not to sell | 


tions are now M way. 


Skoda's base is at Mlada Boleslav. a | 


company town 40 miles north-east of | 


Prague. The depressing impression made by 


the firm's dour industrial buildings, sprawl - 


ing across 2,000 acres, is deceptive. Some 
parts, like a robot welding-line, are modern. 
Skoda officials reckon, probably correctly, 
that they have the best-equipped car factory 
in Eastern Europe. The company also devel- 
oped on its own the current (and only) 


Skoda model, a stylish, front-wheel-drive 





hatchback called the Favorit. The car has. 


won good reviews in some western motoring 


magazines. 
All this leads Skoda officials to maintain 


they will not be forced into making a deal. 
with a western partyje at any ol price. But ~ 





. tious: it is desperately short of the m 


| identity, Skoda's management wants t 
tain its current level of employment 


in the bloated bureaucracy; Like 












































the company cannot afford to > be : 


needs to develop new models and mode 


Skoda car is about 50, 000 crowns ($3,00( 
the official exchange rate). The cars are: 
for about 85,000 crowns, but what the s 
has allowed the company to reta 
"profit" works out at a mere 200 cro k 
vehicle. 
In addition to preserving the comp 


"western “carmaking standards, Skoda 
~ heavily overstaffed: it has 21,000 emplo 
about 2,000 of them in sales and service 
tres. At its present volume it should. 
only about half that number. The cor 
says better use will be made of its workfo 
once foreign investment allows output tc 
doubled. 

A more basic problem remains. L 
the communists many people sh 
working i in factories, preferring an easie 


Czechoslovak manufacturers, Skoda fille 
some of the dirtier and more unpleasat 
jobs in its production line with convicts. and 
about 1,800 "guest" workers from Vietnam 
and Cuba. The convicts have been freed, 
. and the foreign workers will be going 
«home. Office workers will have to be 
“retrained and motivated to carry out 
~ production jobs, not an easy task. 
; Labour problems and lack of in- 
< vestment extend all the way down the 
supply pipeline, sometimes causin 
shortages which actually halt produc- 
tion. More than 9096 of Skoda's con 
oponents come from other stat 
' owned enterprises, many of whi 
. facean uncertain future. BAZ, a B 2 
-slava truck Plane, supplies” Skoc oda wit 


pice ih ee aid [cdm ! 
tors. If BAZ goes bust, Skoda 
supply could disappear overnigh 

Eventually Skoda will be 

into a joint stock company, alt 
exactly how or when has still to be: 
Its managers would like the state t 
majority stake, but even that may be to 
bitious. Mr laroslav Ungerman, the + 
promoted director of economic policy a 
State Planning Commission-—orx 
heart of the centrally planned economy 
now being turned by reformers in 
could become a Ministry of Economy- 
“My opinion is that state capital shot 
be devoted to the problems of car man 
turing." He points to the Spanish motor 
dustry, which has been transformed: 
foreign, not state, money. That could m: 
that Skoda and other Czechoslovak co 
nies, like many in Spain, may find po 
partners will become futures owners. 







































VER the 1 next five years. The Foon: 
A mist’s annual survey of Britain's. life-as- 
arance companies will come to look very 
ifferent. Big companies such as the Pruden- 
tial will still be pitching for honours. But the 
Il-call of top firms will probably include in- 
titutions such as France's Crédit Lyonnais 





changing, the rules of their business are be- 
ing altered too. | 
<- Mr Chris Pountain, : an insurance ana- 


990s: adequate capital; expertise in life as- 
rance; and full control over distribution. 


ublic through independent. _ 
ntermediaries means compa 





and Britain's Woolwich building society; fa- - : à 
miliar names, but not celebrated providers i 
of life assurance. And just as the firms are 


| lyst at the London office of Morgan Stanley, _ 
in. American investment. bank, sets. out © 


; Tonk of Scotland’s , 






three musts for success in the business i inthe © 


The last is essential. Pushing policies to the. 


oe ar we. rank the. part man of British life-assurance companies to 

ich have made the most—and least—money for their policy holders. 

N the names nor rankings have altered much in. recent Mere Expect 
| at to change markedly i in the coming years. | 


tic and TER Di tm 


: Dominating the British E 
business in the 1990s, say Mr Pountain and 
like-minded analysts, will be big banks and 
Pouca societies. They have the capital and 

H ^ 
























m land "Bank? 's. Te ossurahee | com | 
, pany, is 35% owned by Commercial Union, 
. Scottish Equitable has a 49% stake in vium 





TN they. will jectison diss life-assurance 
partners, and before the end of the decade 


-. should feature heavily in their own right in 





kings. Consumers’ attitudes 
certainly back them. A survey last year by 
Swiss Re, a big Swiss insurance company, 
showed that 50% of consumers prefer to g 


the annual rank 


life assurance from banks and building so.. 


eties, where they are used to buying finan- 
cial products. | 

The single European market | is also en- 
couraging foreign. buyers to sniff around 
British life firms. Britain has the biggest life- 
assurance market i in the European Commu- 
v nit and the third biggest in the world. So 
a 





d Union. des Assurances de Paris (UAP), 
hich has a 2596 holding in Sun AME, 
have led the charge. 


A more open game 
^ The rules that will govern competition 


among these new teams will be the result of 


battles fought today. For the past two years 
^ Britain's Securities and Investments Board 


(sib) has been busy trying to push through 
all the investor-protection measures that 
p had their origin in the 1986 Financial Ser- 


















commissions. Án in-house 


es Eu ERG TT 73007 


-must compete on price- 












jon n policies described in table c on next page 


, Mew policies: sum assuredkt 















es force diminishes such tire- With profits. Endowment. — 15-year ~ 20-year term. 10-year » 
neconsiderations. — — Whoie-life policy — policy in force policy in force endowment assurance . endowment , endowment 
Tested against these crite- Pani ugs cx ender eee n Me PA 
il of mutual ad pra life- J tox 3 column 6 2 . column 9 column 10 column 12 | "columns jg column 14 
a t š ig E A "usd uo 
nfd S a i fits. Ages be Equity & Law Standard Life. Standard Lite Standard Life Equitable Life Legal & General . MGM 
onfident of surviving the tur ^ (£736,810) (£25,659) ° (£182,760) (£38,363) (£655,921) - . (£9784) (£27,748) 
nt waters ahead. Galleons . Standard Life Norwich Union ^ ^ Royallondon = Norwich Union Life Association ^ Scottish Amicable Equitable Life 
P Bri . , General Acci Scottish Widows' Commercial ino Scottish Widows’ Ecclesiastical . Glerical Medical 
ch * A D con t Ë Dei Fund Norwich Union — Fund -MGM Ecclesiastical 
dn: KE Medical . ‘Scottish Amicable Eagle Star ^ ^ Pearl anda . Norwich Union | 
should stay afloat. It has 2 Friends’ Provident | - Equitable Life p e 
of more. than | : Gi Y anevcetseunrs * 29 SR XA 5 X 9 2 € 99 8 9 BOR € OO eS P on x oom. Ea EO. Wi» m onm o iua. s*v05»St A2 « 
billion) and a salaried  iendenand _ Scottish Equitable ; Crusader Equily & Law Guardian Royal |... London Life ^. 
Medium-sized and WW ees ae National Provident UK Provident Sun Life Sosio E Pearl nit Gans 
Oorce,. UK Provident. - Sun Life Guardian Royal Sur Alano oyal London ` Legal & Generat ` 
mural, with neither oSunüde | National Mutual Exchange Eagle Star... oyallife ^ - Scottish Life = 
; e: UK Provident Co-operative Wesleyan & ndon Li ae — Royal Life: 
ASSESS, insurance Society General - fe Association (£20, ot) 
: | Pest ^t Commercial Union (£257,290) of Scotland 
(£306,218). (£22,943) © 7654) 





"E Refer to columns in table on next page | 
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Lite-assurance companies 


































Amounts payable on May 1 1990** New policies started on. 
WITH PROFITS May 1 1990** 


manm m eer m a a t ea i PARS EN or PSI PN i e ON Een M I YA ER S eT TON San A e i M S a e e a ts e T a AS SAN EA SHE reece een 
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Whole life policy Endowment policy Endowment policy 15-year endowment 20-yearterm 10-year 25-year 
in force 40 years in force 10 years in force 25 years policy assurance endowment endawmen 
atter 10 years (non-linked) - _ policy policy. 


Sum Bonus Total Sum Bonus Total Claim on Surrender Sum Sum “Sum 
assured assured death value assured assured. assured 


4 5 6 7 8 9 1 " 12 13 7E 


* 9231 23750 . 148644 172394 . 33701 `- 18239 419200 9367 25026 
- 9287 23692 153206. 176898 22543 . 12015 . 404832*  9257t 227921 
- 9885 24048: — 130426 . 154474 28305 = 17605 381992 9130} 240821 
22243 108119. .130362 . 28938 - 15096 385876* — — 


. 9283 
9342 24628 . 151532 176160 33470 18674 . 275000 9049 23185 
9749 24415 . 107035 131450 32033 14532  . 429982 39720 25000. 
9221 C 24334 119010 143341 36377 23774 655921 9221 294 
9125 24437 148332 172769 36104 19851 . 310481 ans e 
24515 149890 174405 39264 15348 402439 9192 23625 


9537 

9216 24601 137365 162056 31954 18460 457028 9270 23812 

9083 114958 — 139323 28388 15439  379411* 9020 24597 
151046 — 175878 33284 15647 343700 9784 22521 

.. A21850 . 146122 30621 13826 572691 7654 24351 

138937 - 164026 — 31354 15355 399177 8459 22661 


113497 137330 . 29330 15359  380879*  — € 
107826 — 132517. 29513 15879 -—— 9659 27748 
56 . 98358 121614 33665. 15249 353487 9564 24448 

...103072 129102 ^ 34057 19697 394934 9154 23529 - 
— 182418 176749 37829 — 23103 446735 9624 24965 - 


149976 

















7 502648*  9248*  23737*. 
451 361172 8627 20917 
M7... 356068 8901 24698 
08. 350625 9751 24181 


406584*  9630t 228700 ` 
380462 — 9046 21760 © 
1734 402908 — 9360 22745 
57. 452368 — 9414 24487. 
382930*  9331* 23038* 
350353 — 9649 23690 |. 


. 881395 — 9527 — 23900 = 
306500 9175 — 29798 


-9171 
9312 © 



















Scoti Widows Fund — 40134 


Standard Life : |o 45102 
: Sun Alliance A =. $9868 
UK Provident » . v: 41308 
Wesleyan & General... 41096 


*Non-smoker Basic Sum assured ey "$Premiums à cease at age 288 : en s 











103183 
96094 119% 
130878 € 
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oS January a "Buyer' s Guide" "Was. 7 { 
p introduced which tells customers s wher th 

























r anc ien gl og 
- a -. dent intermediaries have to be informed o 
t the commission the agent gets, expresse 
“year by the Consumers ocn owed a percentage. of the premiums they | ill be 
-that many salesmen fudged the issue, and — Anothe tin ny 
- one even passed himself off as both. tied anc 
» independent. E p 
. A bad event for consumers was the. end ; 
ing of the maximum-com- 
mission agreement in May Surrender values* m 
1989. Published on June Leaders - 
15th, the results of a survey Equitable Life | 
- conducted by the Life As- Nonwich Union ^ 23123 (ort) d predi fa he tw 
< surance and Unit Trust "cg (Ael SB rules were’ inadeq uate ` 
= Regulatory Association | and consumers would not 
~ (LAUTRO) showed that on Sottish Widows’ Fund — — ^— 20823 easily understand the 
average the commissions Edity & Law 1985! arithmetic involved. The 
— charged by independent  [aggaras |. OFT wants consumers to be | 
agents have increased by — wi... P aGeea 3139 Old exactly how much cash ment poli cy, which has been ; 
‘more than 20% since May —————— E they are losing in expenses laggards for the pas a sé a 
1989. Tied agents employed paid ME OMM cC e. Sand chargesatthetimethey ^ Provident’s 15-year endowm nent polic 
by life-assurance firms have Scottish Equitable 13645 bury a policy. It sounds fair. — ing spent the past three years among t 
. upped their commission by UK Provident 1971 But insurers point out that ers, is a fine example of past pei 
`- more than 30%. Commercial Union 12005 it would further weaken in- . being a good guide to future resul 
<o One sip rule now in “Column i1, Best and worst dependent salesmen, as tied . 2 he 


the SIB on July Ist requires that every be d yo 
buying life-assurance products be informed 
-ofthe =a oa shown asa Pied 
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An Italian guide to banki ng 


ROME AND MILAN 


E agrees. that Italy’ s antiquated banking system i is overdue x an 


over 


no condition to compete with fitter for- 


eign rivals. Yet they have good reason to get — 
themselves into shape. Mr Lamberto Dini, - 
the Bank of Italy’s director-general, has just + 
announced that the central bank will relax... 
restrictions on the activities of foreign banks — 
in the country from the beginning of next. 


. It means that the Italian affiliates of 


ks such as: ‘America’s Citicorp and _ 
France's Crédit Lyonnais will be able to lend - 


more and open more branches. Worried 


. moneymen in Milan talk of the need for full- 
-privatisation and big mergers to meet the 
threat. Italy’ s politicians turn their deaf ear. 


This is a mistake, for Italy has far too 
many banks. Alongside the three so-called 
. banks. of national - 
Commerciale Italiana (sci), Credito Italiano 


and. Banco di Roma, all majority-owned by. 
TRI, a state holding company—there are an- 


“other six state-owned banks, including 

Istituto Bancario San Paolo di Torino and 
< Banca Nazionale del Lavoro (BNL). Then 
` come 150 or so privately owned banks, 83 
. savings banks (cassa di risparmio) and 145 
co-operative banks (banca popolare). That 


is not the end of it. Italy also has 720 tiny 


. tural banks, only one of which has more 
-than ten branches. | 
<v. Fragmentation breeds nen: So 
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ul; everyone, that is, except for the country s po liticians 


EEBLE and flabby, Italian banka are in, 


though Italy has too many bes: it has too 
few bank branches. There are just 2.4 
branches per 10,000 inhabitants in Italy, 


compared with 6. Sn both France and West 


Germany and 4.3 in Britain. As even the 
biggest Italian banks have limited branch 
networks, they have found it impossible to 
attract enough deposits with which to fi- 
nance the growth of their loan portfolios. 
Bankers have been. borrowing expensively 
in the interbank market in order to make up 
the shortfall. So as to kick this costly habit, 
Credito Italiano, BCI and Banco di Napoli 
have more than doubled the number of 


branches that iid now PPAR to Repent in 
1990-92. " 


Thu aly s jaan sack seine with Bay 
The average number of employees per 
branch is 23, compared with 12 in Britain, 
14 in West Germany and 17 in France. Ital 
ian banks’ costs are among the highest in 
Europe. The state-owned banks, which con- 
trol around 8096 of Italy’s banking assets, 
are the worst. BNL, mostly owned by the Ital- 
ian Treasury, has over 75% more staff than, 
say, San Paolo di Torino, which is in the 
hands of a state-guided charitable trust; BNL 
is only slightly larger in terms of net assets. 
BNL's cost-to-income ratio, a good measure 


of efficiency, is an alarming 90%. BCI and 





the affair, the ban 


Mr Giuliano Amato, a former Treasury min- 
ister, which would encourage public! y 


now stuck in the Senate, where all discus 
sions have been postponed until after irs 


The first would allow any state-owned banl 
that becomes a joint-stock company to float 


to encourage mergers. Banks that go to the 
altar together can expect a tax-free do 


difference in net assets between the mei 


keen to take advantage of such change 


bill becomes law, Italy’s. 


the number of board-level posts that í 
. parcelled out to cronies in the lottizz 


P uh to meet za 
adequacy ratio’set b 
of 1992. While 
Credito . Italianc 
reached the ta 
around 6.5%. 
$2.6 billion of un 
to Iraq that were set up 
gia branch, BNL is han 







































($1.6 billion) in new capi 
deadline. However, after 
billion lire of provision 
against its Iragi exposure 
soon need more. 

Many of these problems could bes 
by rationalising Italy’s byzantine’ bankin 
system. That is why bankers are keenl 
watching the passage of a bill sponsored 












































owned banks to become joint-stock compa- 
nies. The bill which has already beer 
approved by the. Chamber of Deputies, is 


World Cup. The consensus in Milan is tha 
the law will reach the statute books before 
the end of the year. 

Unless it is greatly ames ded. die Amato 
bill will end up with two main provisions. 


up to 4976 of its equity on the stockmarki 
The second would provide up to 1.8 trilli 
lire of public money over a five-year period 


from the Italian government based 


entity and the biggest of the merging b 
The idea behind this sweetener is to 
mote link-ups between banks tha 
roughly the same size. Scores of banl 


So is the Amato bill the panace: 
the country's banking system. has be 
ing for? Hardly. The snag is that, eve 
politicians wi 
be able to meddle with. The biggest ! 
BNL, for example, has long been run 
nominee of the Socialist party, whereas: 
Paolo has been in the hands of the Chris 
Democrats. The big mergers that are need 
for the health of banking would meet fier 
political resistance, since they would sh 





























































ment of Mr Giulio Andreotti seems set 
destroying the influence of Mediobanca, 
y's most powerful and absurdly secretive 
'hant bank that was privatised in 1988. 
rico Cuccia, Mediobanca's honorary 
ad, has close links with all of Italy's biggest 
iness dynasties. He clearly has his own 
da for restructuring Italy’s banking sys- 
-ie would include privatising some 
ks, which would earn Mediobanca enor- 
Jus fees. The former head of pci, Mr 
 Braggiotti (his son is head of corpo- 
nance at Mediobanca), sympathises 
Mr Cuccia. That is why Mr Braggiotti: 
sacked in the latest round of banking 
hanges last month. i 
Mr Cuccia arid his colleagues could als 
rought to heel by putting pressure on: 
Credito Italiano and Banco di Roma, 
ch together own a quarter of 
sdiobanca, to stop providing the mer- 
ant bank with a cheap source of money. 
M present, the three commercial banks sell 
ertificates of deposit for Mediobanca 
hrough their branches for an artificially low 








Cer hanes re tea 


| Tz prospect of NN monetary 

^ "union (EMU) is being touted as a calm- 
ing influence upon Europe's financial 
^ markets. For instance, the adoption of a 
| single currency. would mothball the re- 
- gion’s foreign-exchange markets for intra- 
European deals; and with a strong and in- 
] dependent central bank, so the argument 
].. runs, companies will fret less about infla- 


1]  tionor wild swings in interest rates. Yet if 


a London fund-management adviser has 
= got his sums right, EMU and its immediate 
aftermath could cause a huge degree of 
volatility on' Europe's stockmarkets. The 
reason: union will force Europe's fund 
: managers to make seismic readjustments 
to their portfolios. 
— Most institutional investors have a 
benchmark for how much money they in- 
vest overall in foreign, rather than domes- 
tic, assets. This is arrived at by following a 
mixture of risk-return analvsis and the lat- 
est fund-management fad. Once fund 
managers have decided what percentage 
© oftheir money they are willing to risk, say, 
in buying foreign equities, most will then 
allocate that sum between countries in 
proportion to their stockmarkets' capital- 
isation. This is calculated from a world 
stockmarket index, such as the one de- 
“vised by Morgan Stanley Capital Interna- 
"tional (msc). Mr Paul Woolley, the man- 
` aging director of GMO Woolley, a London- 
based “firm: of. investment advisers, 
, reckons that EM will bave a i big impact 
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That is one of the reasons s that theg gov- 


- commission. Then new i political a appointees at 
the top of these banks could force 


Mediobanca to start paying market rates. 
Such strong-arm tactics may not be needed. 
If the octogenarian. Mr Cuccia withdraws 
soon, Mediobanca’s influence will wane. 
Political bargaining is frustrating at- 


tempts by some Italian banks to shore up. 


their business. Take Banco di Roma. It is 
still waiting to hear whether Spain’s Banco 

! nericano and West Germany's 
Commerzbai k will be allowed to buy into it, 











this bank in a hands of the 





swap with Paribas, a dominant French in- 
vestment bank, and has set up an invest- 


ment-banking subsidiary with Paribas and 


Union Bank of Switzerland. San Paolo di 


Torino has also struck out abroad. It has 





| EM U's effect on fund managers 


on these proportions. l 
Take British pension funds, which 


have some £240 billion ($412 billion) to ` 


invest. Currently, they hold around 2296 
of their assets in overseas equities. In 
MSct's world index excluding Britain, Eu- 
rope accounts for 20% of the total, the 
bulk of it (1696) by EC members. So if Brit- 
ish funds are currently to mirror the 


weightings of the index, they need have - 
only 3.596 of their holdings in European | 


Community stocks. 

Monetary union—and, ‘hie a uni- 
form rate of inflation across the Commu- 
nity—will change the criteria by which EC 
fund managers choose their foreign hold- 
ings. Instead of the domestic stockmarket 
index being a fund manager's main refer- 
ence point, local indexes ought to become 
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adly-needed capital. Yet a.rival 


partial ake of Banco di Roma to » irn 
liare Italiano, a state-owned credit i in. 


E ther and e z a hare 


- taken st 


tn Fra D 
Commercial de France and Hambros, a Brit- 
ish merchant bank. And it has agreed 
agreed to forge links with Salomon, an 
American investment bank. 

Many foreign banks have dreamt of 
gold i in Italy's retail market, largely because 
it is so backward. There are just 4.5m credit 
‘cards in circulation in Italy, compared with 
35m in Britain, 20m in France and 7m in 
Spain. Moreover, Italian banks. are so inef- 


-ficient that few people bother to pay for any- 
thing by cheque. _ 


Yet among: foreigners only Deutsche 


“Bank has really made a success. of retail 


banking, with its 99-branch subsidiary, 
Banca d'America e d'Italia, which it bought 
for $603m in 1987. Nor have banks target- 
ing corporate customers done better. Many 


"foreign institutions have scaled down their 


Italian operations, or have pulled out alto- 


 gether. They include America's Wells Fargo 
and Chemical Bank, and Britain's Lloyc © 


Bank. Yet the best hope of purging polit 
cians from Italy’s banking system is a stitt 
dose of foreign competition. 
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merely a geographic sector of a pan-EC in- 
dex. So in the case of British institutions, 
the benchmark allocation of pan-Euro- 
pean equities would be 60.5% of the 
world index—that is, the current 57% as- 
signed to domestic equities plus the 3.5% 
for Ec stocks. 

Mr Woolley adoi that British pen- 
sion funds’ investments in domestic equi- 
ties ought therefore to tumble. Weighted 
by stóckmarket capitalisation, Britain ac- 
counts for just 2496 of the pan-EC index. 
Meanwhile, for a British fund that was 
weighted by stockmarket capitalisation, 


EC equities excluding British ones would 


leap from 3.596 to 3796 of the total equity 
portfolio. Similar sums would apply to Eu 
ropean institutions. Some of the effects o 
such huge portfolio shifts would be damp- 
ened as money flows between countries 
would cancel each other out. But smaller 
markets, such as those in Spain and Por- | 
tugal, could see rapid price rises and big 
inflows of foreign cash. | 

This is becoming a hot topic among 
British institutions, including the British 
Railways Pension Fund and the pension- 
fund managers of Rolls-Royce. British 
pension funds are already turning more 
continental. The wM Company, a firm 
that tracks investment managers' perfor- 
mance, publishes an annual survey of Brit- 
ish funds. It reveals that British pension 
funds already upped their holdings of Eu- 
ropean equities from under 696 to over 
8% of their total equity holdings between 
March 1989 and March 1990. If Mr Wool- 
ley is right, that is just the beginning. 
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Japan's banking uncertainties 


After a three-month closure, Japan's new- issues markets have opened 
| again First in line for fresh capital are the country’s banks. Rarely have 


ey felt so beleaguered - 


Wu Q PEN season for equity financing is 
m about to start in Japan. After the 
7 28% plunge on the Tokyo Stock Ex- 


: P change (TSE) earlier this year, Japan's lead- 


ing brokerage firms agreed among them- 
selves not to underwrite any new 
corporate issues until the market was 
looking healthier again. The past couple 
of months have seen the stockmarket 
. crawl a quarter of the way back towards its 
old high, but no one would say that it is 
- back on its feet. Unfortunately, Japan's 
— biggest suppliers. of fresh equity—the 
-commercial banks—cannot wait. They ur- 
"gently need another X3 trillion-4 trillion 
($20 billion-26 billion) worth of new capi- 
. tal just to keep the wolf from the door. 
` They are going to need at least twice that 
much if they are to replace portfolio losses 
caused by the crash. | 
The banks are desperate to start reissu- 
"ing convertible bonds and other equity- 
like instruments. They need the capital to 
boost their equity ratios. Under rules set 
by the Bank for International Settlements 





(pis) in Basle, banks must have capital-to- 


asset ratios of at least 8% by 1993. 
Around 30-40% of the assets of Japan’s 
big banks are denominated in foreign cur- 
 rencies, particularly the dollar. It has risen 
by close to 9% against the yen since the 
beginning of the year. This makes it 
tougher for Japanese banks to meet the 
target, because their assets, measured ii in 
yen, keep growing larger. 

Some of Japan's biggest banks have yet 
to make the grade. For instance Industrial 
ank of Japan, the recently created 
_. «fitsui-Taiyo Kobe combination and Nip- 

pon Credit Bank all have capital-asset ra- 
tios below 896. Before the stockmarket 
“tumbled, most of Japan's big city (that is 
| commercial) banks had more. than 
reached the Bis's 8% requirement— 
thanks to some Y6 trillion-worth of fresh 
` equity that they had persuaded the mar- 
— ket to absorb over the previous five years. 
^ Then came the stockmarket’s double 
. whammy. The crash made a big dent in 
— the huge holdings that Japanese banks 


|| have of customers’ shares in their vaults. 


= And it blew a gaping hole in the so-called 
tokkin funds, tax-dodging tools that the 
' banks use for playing the stockmarket. 
. While the stockmarket was rísing, the 
banks were able to draw on profits from 
these "hidden assets" in order to mask 
. various bunglings on their banking side. 

i They could also count up to 45% of their 
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hidden assets as part of their Bis capital. 
Over the coming 12 months, some 50- 


odd banks are expected to be queuing up 
. for fresh capital. Mr Robert Zielinski, a — 
banking analyst with Jardine Fleming Se- : 
curities in Tokyo, reckons that the total 


amount that needs to be raised adds up to 
the expected business profits for all Japa- 


nese banks this year—that is, some Y3.2 _ 
trillion. The banks’ desire for equity capi- 
tal, says Mr Zielinski, could therefore: 
mean that the new-issues miarket's re- 


opening is short-lived. 


_ On the surface, Japanese banks do not 


appear to be doing too badly. That is - 
thanks only to a new accounting practice . 


that was introduced with the banks' latest 
year-end results announced in May. Un- 
der the new definition, ' business profits" 

have replaced the traditional ' ‘operating 
profits” as the key measure of a bank’s 

performance. On the plus side, the new 
profitability measure takes into account a 


bank's realised capital gains or losses from 


its bond transactions, while excluding 
gains from its tokkin funds and sales of eq- 
uity holdings. On the negative side, the 


new measure ignores loan losses and 


reserves—a prescription, say. critics, for 
banks to plunge into riskier loans. 
Between them, the business profits for 


Japan's dozen big city banks were down by - 


less than 196 last year. Probe beneath the 
new accounting methods and their pre- 


folk conclude that Japanese banks ush- 


hasty bid to hide their deteriorating per- 






2 noti incur an operating loss during 1989 








| ite sobre the banks could f find themselves : l 


tax profits fell by 20%, the first decline in 
four years. Under the old accounting stan- 
dard their sa profits would have. 


fallen by no less than 75%. Uncharitabl 


















ered in the new accounting practices in a 1 


formance from the investing public. 

The banks blame their performance 
on the narrowing spread between deposit. 
rates and lending rates at home, along 
with some Y589 billion in write-offs on 
Mexican bad debt. The collapse of the 
bond market only added to their woes. 
The 12 city banks are reckoned to have 
shared ¥865 billion in unrealised bond 
losses: After adjusting for-bond and: loa 
k 58, only five top Japanese bani 
Earlier this year Moody's Investo 
ces, an American credit-rating a 
arned that Japanese banks were likely to 
hi by we 2 € 
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on a tight leash for the rest of the year, — | 
The Bank of Japan has other reasons. ` 
for cracking down on its charges. In a bid 
to slow Japan's soaring land prices, the 
central bank warned bankers not to lend | 
to property speculators. But its latest sur- | 
vey reveals that loans extended for land 
purchases amounted to more than X48 
trillion at the end of March—up by more 
than 1596 compared with the same month 
& year ago. | 
At the end of December, after th 
Bank of Japan chided the banks for lend- 
ing fuel to rising land prices, loans ou 
standing for property development had 
risen by 1496 over the previous year 
level. The central bank is livid over th 
way that commercial banks across the 
country have been ignoring its warnings. 
Under the circumstances, it would have 
little hesitation about forcing another | 
dose of higher i interest rates on them if the © 
country's present inflationary symptoms - 
turn into measles-like spots, and if apothe- 
caries at the finance ministry agree with. 
the diagnosis. - 
















































That old bugbear of businessmen—that 
und managers are too obsessed with the 
hort term, and unwilling to buy shares in 
panies with ^ ambitious research 
ojects—is back on the prowl, - 







or the long term. He is considering taxing 


A misunderstood d genius 


| tal-gains-tax rates, so that those who hold 
| Shares for a short time pay more tax than 


ment of Trade and Industry, called the Inno- 
-vation Advisory Board, has ir a new report 
blamed Britain's poor record in R&D in part 
-on the short-termism of fund managers and 
-stockbroking analysts. It, too, would like to 
> the tax system to. introduce a bias to- 
wards long-term investment. - 





r trustees for being too 


rns every quarter, how can they value re- 
arch projects that take ten years to bear 
uit? In theory, quite easily. ‘Suppose a re 
project takes 100 years to make a 

it. In the 99th year even the most short- 





ny if it is still undervalued. Shor 
estors ought, therefore, to buys 





es in the 





share price will jum 


| news of the investment is made public. - 


RE fickle fund managers responsible for 
! low levels of spending on research and. 
levelopment (R&D) in Britain and America? 


| America s treasury secretary, Mr Nicho- 
Brad; , is mulling over ideas to coerce in- | 
dividuals and pension-funds into investing - 


share transactions; as ios as s changing c capi- | 

















































those who invest for the long haul. In Brit- 
ain a committee that advises the Depart- 


. The board blames fund’ managers and 
oncerned with - 
arterly investment performance. If pen- 

on-fund managers have to maximise re- . 


t investor will buy shares in the com- 
! term. in- 


th year, knowing that in the 99th the . 
mp up. Working | back- 








Fund managers may simply not under- 
stand the value of R&D: this is the view that 


most businessmen seem to take. The Inno- -. 


vation and Advisory Board’s report quotes a 


City broker who says that "the market does | 


not under-rate or over-rate R&D; it does not 


_tate.it at all." Its report bemoans City ana- 
lysts" ‘ack of scientific’ knowledge. In a sur- 
vey of 24 electronics analysts in the City, 


only eight had science degrees. Yet until last 
year British firms did not even have to re- 
port in their company accounts the amount 
of money they spent on R&D; previously, too 
many did not bother. - 

There is no systematic evidence that 
fund managers ignore R&D. In America 
there have been two studies that look at how 
stock. prices react to announcements by 
- firms of investments in R&D. The 
__ first, by the SEC in 1985, looked at 62 
a firms and said that on average the 
‘share price of firms went up by 1.8% 
in the 20 days after an announcement 
of an increase in R&D spending. A 
study of 45 firms, published in 1988 

- Mr J. Randall Woolridge of Penn- 
: sylvania State University, said prices 
M went up by 1.5% in the 30 days after 
E an announcement. 
— "Neither study is conclusive. Pir 
haps the share prices. of the compa- 
| nies should have risen by. more than 
. 1-2%. Some companies may not have 
|. invested in R&D because they were 
| frightened that their share prices 
|. would fall if they did. The short- 
` termists' argument is virtually untest- 
| cable. No one can know the future 
value of R&D spending, so financial 
markets cannot be proven to have 
misvalued investments. 

< Much of the debate ignores the biggest 
impact on R&D spending—the cost of capi- 
tal. This i$ higher in Britain and America 
than in many rival countries, notably Japan 
and West Germany. Án influential study 
last year by the Federal Reserve Bank of New 
York reckoned that a ten-year R&D project 
in Britain or America required a real (ie, in- 
flation-adjusted) return on capital of over 
2096; in West Germany and Japan a return 
of 1596 and 9% respectively was required. 
The report concluded that the higher and 
more variable inflation rates in Britain and 
America were the main reason that inves- 








tors in those countries demanded higher 
real returns for giving up their savings. 


If short-termism means an unco-oper- 
ative relationship between companies and 
the providers of their capital, then it may ex- 
plain a little of the difference in capital costs. 
The close links between banks and compa- 
nies in Germany and Japan ensure that 
banks are well-informed about the possible 
returns on a company's R&D project. In Brit- 
ain and America analysts are much more un- 


nas. 


^ vestments to co eae for ‘this uncer- 






tainty. Turnover taxes and graduated capi- 


tal-gains taxes will not change this. More. 


likely, they will drain liquidity from the 
stockmarket, so pushing the cost of capital 
still higher. 





Exchange rates 


Lip service . 


'URRENCY traders usually think alike. 

' Ín the mid-1980s they were scared by 
Padre s burgeoning trade deficit, and. 
ditched dollars. In the late 1980s the deficit 
shrank, and they bought dollars. Now the 
deficit does not seem to matter at all. The 
reason is that fickle dealers have shifted at- 
tention to monetary policy and interest 
rates, Any sign that interest rates will fal 
and dealers drop a currency fast. 

Thus moneymen sold dollars as soon as 
President George Bush predictably an- 
nounced, after many predictable denials, 
that he would indeed countenance new 
taxes. An increase in. taxes would take 
spending dollars from Americans’ pockets, 
thus cutting the trade deficit; and it would 
cut the budget deficit, thus reducing de- 
mand for borrowing. It would also further 
slow America’s economy, putting more pres- 
sure on Mr Alan Greenspan, the chairman 
of the Federal Reserve, to lower interest 
rates. Until now Mr Greenspan has resisted 
lowering rates. Now that Mr Bush has bitten 
his lip, Mr Greenspan may give in. 

West Germany’s condition is almost ex- 
actly opposite to America’s. Economic 
growth is buoyant, while German monetary 
union, effective from July 2nd, is likely to en- 
courage the Bundesbank to push up interest 
rates. Since the West German governi ~~~ 
has to pay for East Germany’s transition 
market economy, a tight monetary policy is 
the only means available to control infla- 
tion. By most estimates this is likely to rise. 
James Capel, a London brokerage, estimates 
that West Germany’s inflation will reach 
3.4% in 1991, from 2.8% last year, with the 
result that the Bundesbank will raise official 
rates soon after monetary union. It should 
help the D-mark ride above the current rate 
of DMI.67 against the dollar. 

The yen is also likely to lose ground 
against the D-mark. A recent fall in Japan's 
inflation rate, from 3.6% in February to 
2.5% in April (though distorted as the ef- 
fects of a 3% sales tax in April 1989 fade - 
from the « consumer-price figures), makes in- 
terest rates unlikely to rise soon. Mr David 
Morrison, an economist at Goldman Sachs, 
reckons that over the longer term the con- 
tinuing growth. | in credit in Japan—broad 
money rose by 1396 i in the year. re May— 
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An AS/400 gives your , s 
PCs the power 
of teamwork. 











Individual PCs help the individuals 
in your group. An AS/400" from IBM 
can help turn them into a team. 

An AS/400 does more than link 
your PCs — it manages them. 
It gives everyone on your 
team access to customer 
. lists, billing information, 
documents and other vital 
records. And it helps you get the 
whole picture of your business. An 

AS/400 lets you build on your investment in 
PCs, but takes you much further. In addition 
to the PC productivity software you already 
use, you can choose from a growing catalog 
of over five thousand industry-specific 
AS/400 solutions — solutions that give you 
a competitive edge. 

If you've got a few PCs scattered around 

the office, an IBM AS/400 is the powerful and 
affordable way to get them all working 













together as a team. ——— = 
s MON E aaa aS RTE SET 000000 71 
We'd like to send you a free Peter Hackett | 
| informative brochure IBM World Trade Asia | 
| showing how an AS/400 can Corporation | 
| help your PCs work together Advertising/Promotion Centre | 
| œ a team. To get yours, clip Level 32, One Pacific Place | 
| your business card to this 88 Queensway, Hong Kong | 
| coupon and send it to: | 
| | 
EES En eee 5 


AS/400 is a trademark of IBM Corporation. 
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may adt toa mls surge i in à Japanese ca cap- l 


ital outflows and rhus a weakening of the 
iyen. Unless the Bank of Japan overrides the 
objections of the Ministry of Finance and 
raises interest rates (which is not impossible, 


given the central bank's new-found sense of 
independence), the growth in Japan's 


money supply could cause the yen to revisit 
its recent lows against the dollar from its cur- 
rent rate of ¥155—to around Y 160. 





Bank ofA America and Wells Fargo 





. SANFRANCISCO ` 


NVESTORS do not think fondly of 






good reason, given the growing number of 
bad property loans. But there are excep- 


tions. California boasts two of America's 


“better loved banks, Bank of America and 
Wells Fargo, both based in San Francisco. 

.. The two are liked for different reasons. 

Bank of America is the quintessential turn- 

ound. After almost going bust in. the 

380s with third-world and other troubles, 

the bank is again expanding its balance 


sheet at a time when many of its American. 


tivals are being forced by market and regula- 


tory pressures to shrink theirs. Wells Fargo - 


is a model for other banks, both bec 





its fearsome reputation for managing costs 
and its record of avoiding bad loans. Indeed 
the turnaround at Bank of America was pre- 
sided over by four former Wells men. 

. Bank of America's revival is best de- 


scribed statistically. Its common equity-to- 


assets ratio was 5.09% as at March 31st, the - 


highest among America’s ten biggest banks, 

The share of non-performing loans in its do- 
mestic-loan portfolio was a low 1.5%. Its re- 
turn on assets was a more-than-healthy 
1.22%. Moody’s upgraded the bank’s debt 
in March, the third time that it has done so 
in 15 ibontlis, This is in stark contrast to the 
rating agency's downgrading of eight of 
America’s top ten banks this year, primarily 
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lovable pair, in the eir diffe 


. America's banks at the moment—with — 


ause of | 





| Because af théi property leading 


This stronger financial. position has al 


; lowed the bank to do several good things. 
- First, it has raised its dividend, by 65% in 
February. Second, it increase 
reserves to cover 54% of its $5.4 billion of 


‘its loan-loss 








irda world debt. This is. still. worryingly 





gh, but it is better than Citicorp, which is 
only 37% reserved against its third-world — 
' debt and has less equity. Third, Bank of © 
. America has begun lending again. Because i it 
was more or less out of action during the - 
mid-1980s, the bank avoided the fashion for 


property and leveraged buy-outs that is now 
plaguing so many other American banks. 
Now, though, it is making up for lost 


time. Its house-purchase loans jumped by 


3196 between the first quarters of last year 


and this (as dodgy thrifts abandoned the _ 


market), and its consumer loans were up by 


28%. More worryingly to some, construc- 
tion loans increased by 35%, to $3.7 billion, 


Bank of America says it can afford to be 
choosy in a soft property market from which 
most other banks are retreating. Construc- 
tion and commercial-property loans account 
for 11% of its total lending of $77.9 billion. 
That 1196 is, by most standards, low. 
Some banks have nearly 3096 of their loans 
collateralised against commercial property. 
Wells Fargo is an example. It has disturb- 
ingly pid exposures both to property and 


. ing loans. The bank also has no exposure to 
_ medium- and long-term third-world debt, 


| all seasoned. property developers. Mr Ray | 
l Wells’ s net losses on property loans have : av- 
- eraged less than 0.396 a year. 


at controlling costs. Its efficiency ratio, mea- 


.. placed than their largely undercap 
. New York rivals, as they all await the 


long-contentious deadline has largely k 


_ There, the four big locals have a domin 


vid collapse man to rush in. ! now, 


to LBOs. Wells had $10.8 billión En ag 
commercial property at March 3ls 
which $4.4 billion is construction lendi 
also has a $4 billion LBO portfolio lei 
114 deals. This is a lot for a bank with tot 
loans of $43.5 billion. .— — NE 
Of late, Wells has cut back consider: 
on new property lending. In the mid-19 
the bank increased its commercial-pro : 
lending by more ee 20% a year. In 
the growth was only 2%, against 10.6% 
American banks as a whole, according | 
survey conducted by American Ban 
Wells also likes to venture where ot 
banks fear to tread, believing that t 
good way-to build long-term customer: 
flecting this contrarianism, it has rec 
committed itself to $200m of constru 
loans in depressed New England, + 
panic-stricken local banks have vir 
stopped such lending. ! | 
Like Bank of America, Wells Barge still 
gets a clean bill of health from visiting ba 
examiners, Wells's loan-loss reserve 
$779m is a healthy 104% of its Bani. 













































having either sold or written it all off. 

Another plus is that Wells Fargo's chair- - 
man, Mr Carl Reichardt, its president, Mr 
Paul Hazen, and its vice-chairman in charge 
of property lending, Mr David Petrone, are 


Soifer, an analyst at Brown Brothers Harri- 
man, reckons that in the past 15. years | 


Meanwhile, Wells Fargo remains ocd 


sured by taking overhead costs as a percent- 
age of revenue, is an ultra-low 53%. (Bank of 
America’s is a still respectable 63%.) We 
needs to keep costs down, because its exp 
sure is such that any stuttering in Calif 
nia’s property market will still do it damag 
however canny its lending. It is also poss 
that Wells’s top brass have over-indu | 
their love of property. This may also t 
view of Moody's. This month it downgr 
both Wells Fargo and its Los Angeles-1 
rival, Security Pacific. 

Still, California’s big four banks 
Interstate completes the quartet) look 

































ing-up of California to interstate bank 
from the start of next year. Indeed, 













meaning, because New York money-c 
banks and other leading regional b 
have too many troubles at home to cont 
plate a costly expansion into Califor 















6596. share. of bank deposits; moreove 
small. banks sell for as much as three tim 
their book value. Better to wait for the pr 


























E ach volume in this new 
regional series gives a 
comprehensive guide to the 

economies of the region and the 


issues which affect them. With nte Igence Unit | separately, with data from an 


| up-to-date facts, figures and extensive range of national and 


analysis, the volumes provide a -— r | international sources organised 
complete overview of current TAM B | |] into.a coherent and standard - 
regional issues before discussing | v po format. | 


each country iid 


| : HK EK ORE) REGIONAL 
REGIONAL ISSUES: — | E F E R E N C E | INFORMATION: 


- Each region’ $ political and 

. economic performance IS 

. assessed in a series of detailed 
articles. by specialist writers on 
the area. The articles. 
concentrate on issues that have 


particular relevance tothe- at, ] Points you in the bd 
region's business and political — ' DUE. A m 
right direction. 


E COUNTRY STUDIES: 
Ihe Economist MIN 
countries covered in each 
volume are discussed 








Regional organisations and | 
- issues are discussed as they - 
affect the individual economies 
of each country. Tables of key 
economic indicators show, at a 
glance, the relative | 
performance of all countries. 
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4 THE EUROPEAN COMMUNITY 
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CHINA, J APAN AND THE ASIAN NICS 
China, Japan. Hong Kong, Macau, Singapore, 
South Korea, Taiwan. 


Regional Articles: 

* Where next for the NICS? 
* China — the implications 
of Tiananmen Square 







. Japan — the prospects for sustained growth? 
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SAN FRANCISCO 


HE mood of the sixth of the annual in- 

ternational AIDS conferences, which 
ended in San Francisco this week, was as 
telling as any of the findings presented at it. 

t has happened before. At last year's, in 
wauatreal, AIDS activists led by vocal New 
Yorkers in the Amps Coalition To Unleash 
Power (ACT UP) confronted politicians, doc- 
tors and scientists with angry demands. 
They occupied halls and made a nuisance of 
themselves—to some effect. Last year's con- 
ference was the first at which the voice of 
the infected was clearly heard. But the tone 
of that voice, as well as some of the things it 
said, grated on scientific ears. 

This year many delegates worried that 
San Francisco would be like Montreal only 
worse. ACT UP has grown in numbers and 
power, and was planning to make a splash. 
One of its founders, Mr Larry Kramer, had 
called for riots, though the rest of the move- 
ment reassured everyone within earshot 
that it would not come to that. At the same 
time the delegates knew that some of their 
colleagues would not be coming this year. 
Because of immigration laws that can stop 
people infected with HIV (the virus that 
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On the AIDS barricades 


causes AIDS) from entering America, many 
foreign governments and organisations boy- 
cotted the conference. 

The harm of the boycott is hard to 
gauge. Certainly there were fewer partici- 
pants than expected— 10,000, compared 
with Montreal's 12,000. But the laws that 
caused it helped to set this year's mood, by 
providing something for delegates and activ- 
ists alike to rally around. Mr Peter Staley, of 
ACT UP in New York, brought the thousands 
at the opening session of the conference to 
their feet in protest against the policy. A 
thousand or so delegates later joined an ac- 
tivist demonstration. 

The feeling of common cause was fur- 
thered by the activists! good sense. There 
were daily demonstrations on the streets, 
mostly aimed at American government pol- 
icy, each with their fair share of civil disobe- 
dience and news coverage. But indoors no 
sessions were disrupted until the last speech 
of the last day, given by Dr Louis Sullivan, 
the American secretary of health. 

Restraint was not the only thing that 
people with AIDs had to offer. There were 
around 1,000 of them at the conference, ex- 





pounding views and asking questions. No — 


other medical or scientific conference has — 


seen anything quite like this well-informed — 
consumer lobby. Researchers presenting - 


data from drug trials found their results dis- 
cussed by the guinea-pigs. Scientists describ- 
ing new treatments found themselves ques- 


tioned by people whose lives depend on the — 
answers. Many researchers are coming to - 


value such encounters. 


The shape of the disease 


What treatments did the consumers hear 


about? The most discussed is AzT, the only 


drug approved for use against HIV. Over the 


past year its use on patients who are infected 
with HIV but are not yet ill has been ap- 
proved in America, on the basis of clinical 
trials which showed that the drug could, in 


the short term, slow the rate at which people 


develop the disease. This does not necessar- 
ily mean that it prolongs life. There has not 
been enough time for studies to show that. It 
may be that patients who take AzT before 
they get AIDS will not be able to benefit from 
it after they succumb to disease. 

Various researchers have found that 
during the time somebody is taking azr, the 
virus that can be found in his blood be- 
comes resistant to it. This would not have 
surprised Darwin: if AzT is around, one 
would expect the viruses that do not fall 
prey to it to do better than their more sus- 
ceptible kin, and become more common. 
People with resistant viruses seem to get ill 
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sooner. But nobody knows whether resis- — . 


tance leads to deterioration or vice versa. 


There are other anti-viral drugs around. 


One is ddi, a drug which works in much the 


same way as AZT. lt is quite a long way into. 
its clinical trials, and is available to people — 


who want to try it but are not part of the 
trial. Such “parallel-track” access to experi- 


mental drugs is an example of the changes — 


that AIDS activists have helped to bring. 


about. A similar drug, ddc, has been shown _ 


to work well when used in combination with — 
AZT, although it is too toxic to be used on its - 


own. ACT UP is eager for Hoffmann-La 
Roche, the maker of ddc, to put its drug on 
a parallel track, too. 


By combining drugs, resistance may be | 


kept at bay: it is hard for a virus to evolve 
quickly enough to meet two challenges at 
once. Combination therapies are likely to 
become more popular in the future, as the 
quirks of each drug becomes clearer. They 


may increase the life expectancy of people 


with HIV infection and AIDS. So may new 


prophylactic treatments which keep at bay _ 
the opportunistic infections that come with — 
AIDS, It is possible that treatments for the — 
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SCIENCE AND TECHNOLOGY 


infected may already have affected the 
course of the epidemic. 

Predictions of the future number of 
AIDS cases, which were central to discussions 
of the epidemic earlier on, have fallen into 
obscurity. They have also fallen into error. 
The number of new cases in America is sig- 
nificantly below the numbers predicted ear- 
lier. There are various explanations for the 
shortfall. Dr Mitchell Gail, of the National 
Cancer Institute, argues that use of AZT by 
infected men without AIDS could have de- 
layed the onset of AIDS in that group. Other 
drugs may also have had an effect. If this is 
so, then the slowing is in fact a deferral: the 
AIDS cases predicted but not seen have not 
been cancelled, merely delayed. 

Others, like Dr Rand Stoneburner of 
the New York Department of Health, are 
not convinced. In New York the slowdown 
in new cases appears to have come before 
the widespread use of AzT by patients with 
no symptoms. It may be that the population 
that was first infected—promiscuous homo- 
sexual men—became saturated early in the 
1980s. After saturation, the rate of spread of 
the virus would slow, which five years later 
would show up as a slowing in the incidence 
of Alps. Perhaps the virus has changed. 
That would have huge implications. But it 
could just be that overworked doctors are 





MERICA has the most reported cases 
of AIDS, the most research and the 
most activists. But it is only one casualty 
among many. The contrast between the 
epidemic in America and in the develop- 
ing countries was highlighted by Dr Jona- 
than Mann, until recently head of the 
World Health Organisation's AIDS pro- 
gramme. The cost of caring for 15 people 
with AIDS in America would cover the 
whole AIDS budget of the av- 
erage third-world country. 
Such budgets allow for little 
more than education and 
not very much of that. Al- 
though education is the 
most successful strategy yet 
found for reducing the 
spread of the virus (vide San 
Francisco), it does little for 
those already infected. 

The number of those in- 
fected around the world is 
still unknown. Dr James 
Chin of the WHO is as well- 
placed as anybody to make a 
guess: he suggests that the 








figure was 6m-8m in 1989. d 

Of particular concern this b “dy 

year were the rates of infec- - 

tion in Asia, where reported The disease is spreading too 


slow to report deaths to the authorities. 

Whatever the reason, more changes are 
on the way. Therapy is the enemy of 
epidemiology—it makes everything more 
complicated. Changes in treatment will lead 
to changes in the cause of death. Already, 
more people with Aips are dying of cancer. 
That may be because other manifestations 
of the disease are being better treated, or it 
may be because AZT promotes cancers. An- 
other worry for those who are trying to track 
and control the disease is that human be- 
haviour will revert to its old patterns. There 
is evidence that people who have been prac- 
tising safer sex are relaxing again. Younger 
homosexuals also seem to take safe sex less 
seriously. 


Pas de deux for molecules 


This year, for the first time, there were no 
reports of any new HIV genes turning up to 
complicate the picture. Coincidentally, this 
was the first conference that Dr Robert 
Gallo, who is credited with jointly discover- 
ing the virus, missed. His opposite number, 
Dr Luc Montagnier, the Frenchman who 
many believe was the first successfully to iso- 
late the virus, presented new evidence about 
a secondary infection that could make HIV 
even nastier. His ideas were not well re- 


ceived. 






| Glimpses of the holocaust 


cases of the disease are still rare. Last year 
Dr Mann pointed out the incipient epi- 
demic in Thailand. This year he warned of 
the virus's spread among heterosexuals in 
India and drug users in the Golden Trian- 
gle. A fifth of the world's 5m intravenous 
drug users—a vague fraction of a particu- 
larly loose estimate—is thought to be in- 
fected. The remaining four-fifths are at 
terrible risk. 


Although the outlines of the way the vi- 
rus works seem more or less well under- 
stood, there is always room for revisionism. 
Dr William Haseltine, of the Dana Farber 
cancer institute in Boston, presented work 
which suggests that the most widely studied 
version of HIV, the one isolated early on and 
known as 1B, has many mutations which 
make it atypical. Evolutionary studies show 
that mB is not closely related to the strains 
most common in America today. 

Dr Eric Daar, who works with Dr David 
Ho at the University of California at Los 
Angeles, thinks this might explain the dis- 
appointing early results of CD4, the distinc- 
tive protein on the surface of the cells Hrv 
attacks. The idea behind exploiting it for a 
drug was that free-floating CD4 in the blood- 
stream might act as a decoy, sticking to the 
proteins on the surface of the virus and stop- 
ping it from getting into cells. 

Dr Daar's work suggests that the IIB 
strain, with which the laboratory work 
the drug was done, is much more stron,,., 
attracted to CD4 than wild strains are, and 
that 100 times more CD4 may be needed to 
neutralise wild virus in the blood than was 
needed for mB in the test tube. It may how- 
ever still be possible to achieve such high 
levels safely. 

[t is CD4's partner in the molecular 























Sexual transmission still dominates 
the picture. In Africa the disease is spread 
mainly by heterosexual sex. That is proba- 
bly also true in some of the newly hit | 
Asian countries. In Brazil, where almost | 
10,000 Arps cases have been reported, the 
ratio of men with AIDS to women with 
AIDS has fallen from 120:1 in 1984 to 8:1 
now, suggesting that transmission there 
may be increasingly heterosexual. The | 
proportion of Brazilian cases who are ho- | 
mosexual or bisexual men has fallen from | 
1996 in 1985 to 5296 in 1989. 

In Brazil, as in other 
places, one effect of AIDS is to 
increase the number of cases 
of tuberculosis as people's 
immune systems break 
down. The WHO estimates 
that there may be 2m people 
in the world infected with 
both Hv and tuberculosis. A 
survey of corpses in Abidjan, 
capital of the Ivory Coast, 
showed that half of those 
dead from pulmonary tuber- 
culosis and not diagnosed as 
having AIDS carried HIV. It 
also showed that AIDS was 
the leading cause of adult 
death in the city. This may 
be the first time such a con- 
clusion has been reached. It 
will not be the last. 
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dance, the gp120 protein on the surface of 
the virus, which looks likely to be part of any 
vaccine. Shortly before the meeting, Dr 
Phillip Berman and his colleagues at 
Genentech, in San Francisco, announced 
that a genetically engineered version of 
gp120, used as a vaccine, kept a couple of 
chimpanzees safe when they were infected 
with the virus. MicroGeneSys of Connecti- 
cut uses a longer version of this protein, 
called gpi60. This may not protect chimpan- 
zees, but in preliminary trials on people it 
produces an immune response, including 
the stimulation of cells programmed to at- 
tack infected cells. These and other results 
gave rise to more optimism about a vaccine 
than there has been since the early 1980s, 
when people often said that one would 
emerge just a couple of years after the virus 
was found. 

The antibodies that seem most effective 
in tackling HIV recognise a small loop that 
juts out of gpi20. This loop varies a lot from 

tin to strain, which may account for dif- 
... 2nces in virulence. However, researchers 
now think they have found short stretches 
in that are common to many strains. Anti- 
bodies that recognise the loop and grab hold 
of it seem important in determining which 
infected women give birth to infected chil- 
dren. The finding that such antibodies make 
transmission of the disease from mother to 
infant less likely presumably means that the 
antibodies stop the virus from crossing the 
placenta. If that is the case, then one early 
use of vaccines could be in vaccinating al- 
ready infected mothers. That could be tried 
within a year or so. Alternatively, infected 
mothers could take AzT to suppress the 
virus. 
Another approach to vaccinating the 
infected comes from Dr Jonas Salk (who de- 
veloped the first polio vaccine), working 
with Dr Alexandra Levine of the University 
of Southern California. They are not con- 
rerned with antibodies. They want to en- 
(ge the immune cells which kill infected 
ceus—since infected people already have 
antibodies, which, in the long term, do not 
seem to protect them. Dr Levine has already 
innoculated 82 infected people and they 
seem to be doing well. 

Dr Jay Levy of the University of Califor- 
nia at San Francisco takes a similar tack. He 
points out that the cells which kill infected 
cells remain at high levels in those who sur- 
vive with the disease for a long time, even 
though other parts of their immune systems 
wither away. He thinks the killer cells may 
secrete a substance that keeps the infection 
in check. Chimpanzees, which can be in- 
fected with the virus but do not get ill from 
it, have naturally high levels of killer cells 
(but are different in other ways too). 

There is a sad coda to Dr Levy's work. 
He came across a man with AIDS, called Dan 
Turner, in February 1982, and for years he 
was able to study closely such things as the 
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MONG those with Aips, and those 
infected with HIV, enthusiasms are 
contagious. Untold numbers of therapies 
are tried, ranging from the 
orthodox—drugs that appear to have 
some anti-viral effect, but which have 
not had successful clinical trials—to the 
bizarre, and from the promising to the 
| useless. Compound Q, which has be- 
come something of a cause célèbre in San 
Francisco and elsewhere, sits somewhere 
along that line. Nobody is yet sure where. 
Compound Q (also known as 
trictosanthin or GLQ223) is a protein 
from the root of a Chinese cucumber. In 
China it is used to provoke abortions 
and to treat cancer; in America it is used 
to treat AIDS. The AiDs-drug under- 
ground that has sprung up imported 
some from China a few years ago and 
tried it out. It had severe side-effects. Sci- 
entific research on the drug has taken 
years to progress beyond the laboratory. 
Some test-tube work suggests that it kills 
cells infected by the virus; how is not yet 
clear. But it is certainly highly toxic. 

At last week's conference some re- 
sults were presented from a clinical trial 
of the drug. It was unofficial and secret; 
the work of the participating doctors was 
co-ordinated by an activist group based 
in San Francisco called Project Inform. 
Its secrecy was brought to an end last 
year when word got out that one man in 
the trial had died. He was one of two peo- 
ple in the 51-man trial who went into a 
coma. Four others suffered severe mental 
problems as a side-effect. Both of those 
who went into comas regained con- 
sciousness, but one died in his sleep 
while recovering. It is said that there 
have been other deaths among com- 
pound Q users, some of which may have 
been caused by impure supplies. 

When Mr Martin Delaney of Project 
Inform presented results showing an in- 
crease in the average number of CD4 cells 
(the ones which the virus attacks) among 
people who were getting intravenous in- 
fusions of compound Q, he was criticised 
by Dr Arnold Relman, editor-in-chief of 
the New England Journal of Medicine. 


changes in Turner’s cell counts. Dr Paul 
Volberding, who conducted experiments on 
the early use of AZT, was Turner's doctor. 
Like most long-term survivors Turner was a 
patient with a lot of questions, keen to know 
what was going on. He died three weeks be- 
fore the conference, and Dr Levy and Dr 
Volberding were among the friends who 
went to his memorial service at Grace cathe- 
dral. Such stories are not so rare in San 


| Queuing up for the unknown 
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This needs a little more work | 






Dr Relman understandably found the | 
presentation of conclusions without raw | 
data irresponsible. Mr Delaney offered 
to provide all the data he had, and also 
said that some people on the trial had 
continued to lose CD4 cells. 

Some, however, have improved con- 
siderably. Speaking at a meeting on lo- 
cally based trials, a decentralised way of 
testing drugs which is set to become | 
more influential, as drug companies find 













they can be useful, Mr Rick Puglia out- 
lined his experience of the drug. A year 
ago he had needed more than 12 hours' 
sleep, had low CD4 counts, and suffered 
from numerous infections. That day he 
had slept eight hours, exercised, wastalk- | 
ing to the meeting over lunch, and in- 











tended to get arrested at a demonstration 
in the afternoon. 

Almost all drugs, though, seem to 
work for someone. On almost any trial, 
some people will get a bit better, and may | 
become believers and proselytisers; oth- 
ers will feel that the drug has done noth- 
ing for them; others will die. The success 
of the compound Q trial so far lies notin | 
its results, but in the fact that it has | 
speeded up the development of a drug | 
that many people want to get hold of. Of- 
ficial trials are now following up the un- 
official one. Meanwhile, hundreds of 
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people around America are trying com- | 
| 

| 

















pound Q, about which the only certainty 
is that it can be dangerous. 







Francisco. 

It is hard to imagine the annual AIDs 
conference becoming just another run-of- 
the-mill scientific meeting. At most of those, 
the clusters of delegates dissolve in a hum of 
"see you next year ". By the time of next 
year's AIDS conference, in Florence, an ap- 
preciable number of this year's attendees 
will not be going anywhere. 
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BOOKS AND ARTS 


Le grand Charles, or 
tenacity rewarded 


A DEMAIN, De GAULLE. By Régis Debray. Gallimard; 139 pages; FFr70 
LE PRESIDENT. By Franz-Olivier Giesbert. Seuil; 394 pages; FFr130 


MONG many strengths, Charles de 
Gaulle had the knack of hanging on. 
Twice he seemed beaten and alone, only to 
outstay his opponents and return in tri- 
umph. Great as it was, his career had the im- 
probability of an adventure comic. The 
parison would not have shocked the 
~..eral. According to his friend, André 
Malraux, he himself once boasted that "My 
only rival, in the end, is Tintin." 

It was de Gaulle who, after his flight to 
London in 1940, eventually changed the 
world's image of France from victim to vic- 
tor. It was he, too, who spent 12 years in the 
political wilderness after failing to impose 
himself on fractious parties after the war. He 
accepted power again in 1958, as France 
neared civil war over Algeria, on condition 
that the country had a new constitution 
with a dominant presidency. Under him 
France completed its postwar transforma- 
tion into a stable democracy with one of Eu- 
rope's most dynamic economies. Yet the stu- 
dent-worker outburst in May 1968 marred 
de Gaulle’s end. He stepped down the next 
spring, after losing a referendum, and died 
18 months later. The French left still de- 
tested him, and to many conservatives he 
wae a man of the past. 

ince his death, de Gaulle has had a 
third comeback: particularly this year, the 
half-centenary of his London radio appeal 
and the centenary of his birth. In France he 
has become a unifying legend, celebrated on 
left and right alike. No book better reflects 
this change than a short work from a well- 
known left-wing writer, Régis Debray. 

It opens with an unusual note of thanks. 
"I owe him a lot," Mr Debray writes; “my 
life, first of all.” In 1967 Mr Debray went on 
the heels of Che Guevara to follow anti-gov- 
ernment guerrillas in Bolivia. He quickly fell 
into the hands of the counter-insurgency 
troops who, on capture, shot Guevara. Per- 
sonal intervention by de Gaulle (whose wife 
was related to Mr Debray’s mother) proba- 
bly saved Mr Debray from a similar fate. 

De Gaulle, Mr Debray says, showed that 
"great men" and their talent for command 
matter in history, as do strong defences and 
patriotism. Liberals should not neglect the 
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need for strong leadership in modern states. 
He is not calling for men on white horses; 
Mr Debray likes neither autocrats nor con- 
querors. Nor is he a chauvinist. According 
to Mr Debray, de Gaulle’s love of France— 
that emotional term is well chosen—had 
nothing to do with the foreigner-hating Le 
Pen kind. 

Making de Gaulle an idol for the French 
left suggests it lacks one of its own. 
Debray denies that praising de Gaulle is his 
way of cutting President Mitterrand down 
to size. Yet he is scornful of the "careerists" 
who, in his view, now dominate France's So- 
cialist party, and confirms the common view 
of Mr Mitterrand as being above all a “man 
of manoeuvre". 

Mr Mitterrand's political knack is the 
theme of Franz-Olivier Giesbert's portrait. 
Two years ago Mr Giesbert quit a left-wing 
weekly, Le Nouvel Observateur, to edit a 
conservative daily newspaper, Le Figaro, 
with the aim of pulling it to the centre. Mr 
Mitterrand, for one, questions Mr 
Giesbert’s success. Of Mr Giesbert’s unflat- 
tering book the president is reported to 
have said, “One man rarely changes a news- 
paper; but a paper can easily change a man.” 

Giesbert’s Mitterrand is a techni- 
cian of power, a king in a court with a ritual 
handed down from de Gaulle. His book is 
rich in amusing tales about the president's 
attention to protocol and his habitual late- 
ness. There are sharp portraits of his court- 
iers and insider accounts of key moments in 
Mr Mitterrand's two terms. The implication 
is that the man is more style than substance. 
Mr Giesbert, however, does note almost in 
passing that under Mr Mitterrand the Com- 
munists collapsed, the Socialists moved to 
the centre and became an alternative party 
of government, and France's economy, after 
a weak start, began again to purr: substantial 
achievements even for normal times. 

Mr Mitterrand's remaining years at the 
Elysée will be judged above all on his policy 
towards the new Europe. This is a Europe 
which de Gaulle, with extraordinary steadi- 
ness of vision, in part foresaw: like Germa- 
ny's occupation of France, and like France's 
Fourth Republic, the cold-war division of 





The left's new hero 


Europe and the superpower domination of 
European affairs were, for de Gaulle, a pass- 
ing phase. He was widely taken for anti- 
American; but it is clear now that de 
Gaulle's main preoccupation was, as ever, 
Germany. His over-riding goal was binding 
Germany to France in a strong, indepen- 
dent Europe. 

For Mr Mitterrand, the goal is the same. 
But he differs crucially in strategy from de 
Gaulle. As de Gaulle saw it, nations were the 
principal actors in world affairs and nation- 
alism a stronger force than any ideology, in- 
cluding European federalism. This, argu- 
ably, is where de Gaulle's vision failed. For 
France under Mr Mitterrand has advanced 
further than the General would have dreamt 
possible towards accepting the idea of Euro- 
pean union, although the final word on this 
endeavour is not in yet. 

Would de Gaulle be a Gaullist today? In 
the sense of putting France first, yes, of 
course. But he would not necessarily stick to 
old Gaullist policies or even support the 
conservative party that today claims his in- 
heritance. As a military thinker de Gaulle 
said there were almost no general rules to 
rely on. The same was true for him in poli- 
tics. In the end, the context was what 
mattered—and hanging on. 
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Duck's ditty 


MOCKING quack has greeted the 

degaullátrie with which France is 
marking the various de Gaulle anniversa- 
ries. It is that of a satirical weekly, Le Ca- 
nard Enchaíné. True to its 75-vear-old tra- 
dition of irreverence, the paper has 
"invited itself to the celebrations" by re- 
printing a selection of the best stories and 
cartoons de Gaulle inspired. 

A former editor of Le Canard has de- 
fined de Gaulle as “a French general born 
in London on June 18 1940". After his re- 
turn to power in 1958 the paper 
nicknamed him "the king", "Le grand 
Charles", and, in view of his military self- 
importance, "Mongénéral"—whose first 

| "Mongouvernement" was headed by 
“Mondebré”, Michel Debré. De Gaulle's 
chauvinism ruffled Le Canard's feathers. 
Delightful cartoons chronicled his 
determination to provide France 
with an atom bomb and his irrita- 
| tion at having to use an American 
| pes for long journeys (hence his 
eagerness to get Concorde off the 
ground). They also exposed the 
callousness of the verbose diplo- 
macy he showered on hungry 
third-world countries, as in the re- 
mark supposedly made to a diplo- 


Africa’s economies 


The stifling past 


Arrica’s Way: A JOURNEY FROM THE PAST. 
By Laurence Cockcroft. [.B. Tauris; 231 
pages; £14.95 


S ANOTHER analysis needed of Africa’s 
economic decline? There have been a 
host of them, most notably the authoritative 
1989 World Bank report on black Africa. 
But Laurence Cockcroft’s approach is differ- 
ent. Africa does not fail, he says, because ex- 
ternal factors are adverse or because the eco- 
nomic policies are wrong, though both 
points are true; it fails because of its history. 
Colonisation plainly left irs mark on Af- 
rica, redirecting African economies towards 
European needs and undermining the activ- 
ities of the traders and artisans who had pre- 
viously supplied local and international 
markets. But pre-colonial Africa had its eco- 
nomic drawbacks too. Societies were 
authoritarian; loyalties were concentrated 
within kinship groups, and they had failed 
to evolve a peaceful system of succession. 
When the colonial powers eventually with- 
drew, the political and economic institu- 
tions they had established were subse- 
quently managed in ways that harked back 
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mat: “I, Sir, make history; 1 don't 
sell chips on a street corner.” 

Despite such merciless peck- 
ing, de Gaulle was a faithful 
reader. What has that bird got to 
say this week?" he asked on 
Wednesday mornings, when the 
paper appears. As for Le Canard, 
despite having done its best to get 
him to go, it has missed him ever since. 

The paper began life in 1915 as a paci- 
fist broadsheet (canard), founded by an 
anarchist, Maurice Maréchal, to counter 
France's bellicose press. He produced the 
first issues in his dining-room; his wife, 
Jeanne, delivered them to subscribers on a 
bicycle. Mangled by the censors—hence 
enchainé, chained—the paper survived 
nonetheless and began appearing regu- 
larly from 1916 onwards. 

On June 5 1940 Maréchal 
closed down his paper before the 
Germans did it for him. Phoney is- 
sues were, however, hatched in 
Britain and dropped over Ger- 
man-occupied France. The genu- 
ine paper resurfaced in 1944. 
Within a few weeks it had reached 
its current circulation of 450,000. 

In 1973 the French security 












services clumsily tried to tap the 
paper's offices. This inspired 
headlines such as “(Quelle 
Watergaffe!” and “Read Le Ca- 
nard, the best-tapped paper [in | 
France|”. A plaque commemo- | 
rates the botched attempt. Since 
then, no one has dared tamper 
with the paper; but officialdom 
still tries to hold it at arm's length. 

A two-part television documen- 
tary tracing its history was pro- 
duced in 1987 by Bernard Boissat. It was 
shown for the first time on June 15th and 
22nd this year, in early-morning slots, 
when few people watch. 

The centre-right opposition accuses Le 
Canard Enchaíné of having a soft spot 
for Francois Mitterrand, whom it calls 
“Tonton” (Uncle). Yet Tonton is said to 
be angry with its staff these days. Journal- 
ists on Le Canard and other papers have 
questioned the efficiency, and even integ- 
rity, of his son, "Fistonton" Jean-Chris- 
tophe Mitterrand, who advises him on Af- 
rican affairs. Neither Mitterrand can 
expect any sympathy from the foreign 
minister, Roland Dumas, who was for 
many years Le Canard's lawyer. Mr Du- 
mas senses “‘a new sap rising in the paper: 
so politicians had better behave". No one 
knows better than him that Le Canard 
Enchainé always has the last quack. 





to the earlier social patterns: authoritarian, 
clique-ridden and corrupt. 

Some countries—notably Botswana, 
Cameroun and Kenya—were more success- 
ful. They had tough and pragmatic leaders; a 
strong government with enough finance to 
continue to function (not true of Zaire and 
parts of Nigeria and Tanzania in the 1980s), 





Drip feed, with patient 


and to contain civil strife, sometimes ruth- 
lessly; they managed to maintain savings 
and investment, and were lucky enough to 
avoid the worst of the droughts that devas- 
tated much of the region in the 1970s and 
1980s. 

However, Mr Cockcroft is unable to 
draw much hope for the future from these 
examples. Cameroun is deteriorating, and 
the portents from Kenya are ominous. M^er 
African countries, he says, now have eo 
mies where productive assets are run down 
and political consensus remains elusive. 
Economic recovery, moreover, is not at the 
top of the political agenda. Presidents are 
more concerned to keep themselves in 
power and, with them, their economically 
debilitating systems of patronage. 

What of western aid? Mr Cockcroft is 
particularly good on this subject, drawing 
on his 25 years of experience as an econo- 
mist working in Africa. Aid, he says, is sim- 
ply "an economic drip-feed", of dubious 
value to the patient. The region would be 
better off with less of it, but all of that in the 
form of grants provided by donors on the 
basis of three-year programmes agreed with 
recipient governments. As it is, he says, do- 
nors dominate strategy to the point where 
national governments have lost control over 
public initiatives in their own countries. 


Mr Cockcroft predicts no change in the 
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ways of African governments. They will con- 
tinue to keep power at the centre, to deal 
harshly with their opposition and to allow 
corruption to thrive. The state will keep its 
powerful economic role, while the poor are 
disregarded. The existing modern sector will 
struggle to survive, while disinvestment is 
"^ likely than new inflows of foreign capi- 
tal. 

Such pessimism is sharpened by his con- 
clusion. Lobbyists for aid have long 
harboured hopes of regenerating the Afri- 
can economy within 10-20 years. Mr Cock- 
croft thinks that, if Africa does particularly 
well, it will develop the internal strength to 
face the world in “as little as 100 years”. 
This useful book both lowers expectations 
and reminds donors that there is much 
more to African economic recovery than 
getting the policies right. 





The world’s coins 


. halers, reales 
and bonks 


THE Coin ATLAS. By Joe Cribb, Barrie 
Cook and lan Carradice. Macdonald Illus- 
trated in association with Spink & Son Ltd; 
337 pages; £19.95 


ROESUS—naturally—is supposed to 
have issued the first gold and silver 
coins. That was only about 2,500 years ago. 
Only? Yes; after all, urban civilisation is now 
5,000 years old, and almost half that time 
had passed before people realised they 
needed coins. All those years they had been 
messing around with cowries and iron spits, 
weighing out gold dust, and driving a thun- 
dering herd of livestock up to the counter 
when they wanted to pay cash for a really big 
—--hase. (When A.P. Herbert's Mr Had- 
. offered the Inland Revenue a cheque 
written on a cow, he pointed up the incon- 
venience of that kind of thing.) 

Now coins are past their prime. They 
are, literally, just small change in a world 
where serious transactions require notes, 
cheques, plastic cards and, behind the 
scenes, electronic wizardry. To be worth 
much, a coin has to be obsolete. “The Coin 
Atlas”, the work of three British Museum 
experts, is at least as much history as geogra- 
phy (though the maps are excellent). Coun- 
try by country, it records the evolution of 
coinage right from the start —when the Chi- 
nese, for several centuries, stubbornly went 


on making money in the shape of toy hoes 
before bowing to the rule that a coin must 
be a disc; and then, to assert their different- 
ness, they put a square hole in it. 

Those square holes persisted for two 
millennia. Coinage is conservative. Con- 
sider the denarius—ancestor of the dinar 
used in various Arab countries and Yugosla- 
via. Originally it was worth ten asses (not 
livestock this time, copper coins), whence 
the den- part of its name; but the Romans, 
unready for a complete decimal system, de- 
vised the £-s-d formula—one libra (pound) 
to 20 solidi or 240 denarii—which endured 
in France until 1793 (as livre-sou-denier) and 
in Britain until 1971. 

As for the dollar, it is more than 450 
years since the counts of Schlick, with their 
mine and mint in a Bohemian valley, first 
produced the silver coins dubbed thalers, ta- 
lers or dalers. At about the same time the 
Spaniards set up the first mint in the Ameri- 
cas, in Mexico City; but only in the 1730s 
did it start to strike the famed "pieces of 
eight" (eight reales) with a design represent- 
ing the Pillars of Hercules, which remained 
legal tender in the United States until 1857 
and bequeathed their two-pillar motif to the 
conventional sign for a dollar. 

In some East African and Arabian re- 
gions, the coins that inspire the most confi- 
dence are still those that bear the portrait of 
the Habsburg empress Maria Theresa. She 
died in 1780, but that did not stop various 
mints (including, at one time, Britain's) 
from turning out these nice big silver dol- 
lars. Is there some special tenacity about 
women on coins? Many a schoolboy knows 
that Charles II, supposedly using one of his 
mistresses as a model, put Britannia's image 
on to what was then the coinage of England 
(Scotland was still striking its own bawbees 
and half-bawbees); and that even the 1971 
decimalisation did not quite end her long in- 
nings. But only a few may know that a classi- 
cally draped lady seated on a rock had ap- 
peared on coins used in Britain 15 centuries 
before Charles's time, when it was a prov- 
ince of Hadrian's empire. 

Under Emperor Wilhelm II the German 
mint struck rupees, whereas the Madras 
mint of the East India Company produced 
pennies—for use in, respectively, Tangan- 
yika and St Helena. There are many more 
such oddities in these pages, with good ac- 
tualsize photographs of the coins con- 
cerned. (Don't miss the curiously shaped 
bonk, issued by the Dutch at Colombo in 
the 1780s.) Indeed, with this handsome 
book on the coffee table, who needs a coin 


cabinet? 
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Films and film-makers 


Towering Ahab 


THE Hustrons. By Lawrence Grobel. 
Bloomsbury; 812 pages; £16.99. Macmil- 
lan; $24.95 


N ORSON WELLES'S memorable 
phrase, John Huston was “Mephistoph- 


eles to his own Faust". In his best films he _ 


carried the art of the cinema to heights that 
few other American directors have 
matched. Yet as a man he had about him a 
whiff of brimstone—not just in his peccadil- 
loes but in the callous way he treated his five 
wives, his sons, his daughter, his many mis- 
tresses and even close colleagues. An aficio- 
nado of boxing, big-game hunting and rid- 
ing to hounds, Huston scorned weakness. 


When asked by an up-and-coming film- " 


maker what was best about being a director, 
he replied "Sadism". 

The life and art of John Huston form 
the backbone of Lawrence Grobel's engross- 


|. BOOKS AND ARTS 
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ing study of his family, now in its third gen- — | 


eration in showbusiness. Walter Huston, 
born in 1884, was the first to put the Huston 


family on the boards. His son John became a — 


film-maker, and John's children now work 


in the cinema—Anjelica as an actress, Tony © 


as a scriptwriter (for his father's film "The 


- 
~~ 


Dead") and Danny as a fledgling director in - 


his own right. 


Walter Huston never knew what to — 


make of his son. "Nothing", he said, ^would 
surprise me about John, nothing . . . 1 don't 
know which way he's going to go." He spoke 


truer than he knew, for, early in his career, — 


John killed a pedestrian in a drunken-driv- 
ing incident and escaped prison only be- 
cause Louis B. Mayer, the film tycoon, 
struck a deal with a crooked lawyer. 

He might have been either a pugilist or a 


painter. In the end he became neither, yet — 
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d to extract aa ea rie E 
luston best. These, although not unaffec- 
tionate, are consistently frank and critical. 
Lord Kilbracken, who worked uncredited 
On the script of Huston's adaptation of 
“Moby Dick”, called him “a man of real ge- 
nius", but added : “at times, he makes errors 
of judgment, of taste, of understanding, so 

gross. that one feels it cannot be the same 
man." He was right. "The Barbarian and 
the Geisha", “The acca: Man” and 


5 North America's best eA | 


IMES have changed since a Canadian 
: writer famously described the literature 
- of his country as: "Boy meets girl in Winni- 
3 and who cares" Even Canadian 


= second-rate, relegating it to shelves 
= i a something like “Canadi- 
ana”. Now four and a half of the 
bes writers of fiction in English are. 
Canadians. The half is Brian 
‘Moore, who is also claimed by the 
United States, where he lives, and 
y Ireland, where he was born. The 
ther four are. pure Canadians: 
Aargaret Atwood, Alice Munro 
and Robertson Davies of Ontario, 
nd Mordecai Richler of Quebec. 
: Everybody agrees that the fic- 
tion they and other Canadians 
write is not like that produced. in 
he United States. But how is it dif- ; 





ent? For Americans, Miss 
twood thinks, the big theme is 
"he Frontier”, a wild land to be 


conquered but also a new land that 
‘holds out the hope, never fulfilled 
ut always promised, of a Utopia, 

he perfect human: IX: : For Ca- 
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The art of survival 


: bookshops used to treat Canadian fiction a as 








Maltese Falcon", “The Asphalt Jungle” and 
“The Dead”,  - 

Why! Because the cornerstone of 
Huston’s films was the casting. He devoted 
more time to this than to any other aspect of 
film-planning. When he got it wrong, the 
whole film was awry. Had he been alive, 


"Walter Huston would have been ideal for 


the role of Captain Ahab in "Moby Dick"; 
had he had the nerve, John Huston could 
have played it himself. Instead, he gave the 


part to Gregory Peck, weakening the film at 


the core. 
Huston's most menionable films all con- 
tain indelible performances: Bogart and 


Hepburn in “The African Queen", Peter 


Lorre and Sidney Greenstreet in “The Mal- 
tese Falcon”, Sam Jaffe in "The Asphalt Jun- 
gle”, lack Nicholson in "Prizzi's Honour”. 
Having picked the best, he would leave well 
alone and allow the actors to evolve their 
own performances. Like all master crafts- 
men, he made his job seem effortless. He 
seemed to be sitting still and doing nothing 
and, with his simian face and Santa Claus 
beard, a passer-by might have put a dollar in 
his cap if he had held it out; but films like 
"The Dead", that masterly adaptation of 
James loyce that. became ]ohn Huston's 
swansong, do not happen spontaneously. 





nadians the essence is "Survival, la surviv- 
ance, hanging on, staying alive." 

This is of a piece with something Mr Da- 
vies has noticed, the "loser" mentality of 
Canadians. He describes his people as “a na- 





piu. Escape to Victory are unrecognisable as € 
— being by the same hand that iri “The 






“the miseries of its earliest white inhabiten - 
are bred in the bone, and cannot, even now, 
be rooted out of the flesh." The theme is 
explored further in Seymour Martin 
Lipset’s excellent comparison of the values 
of the two countries*. He notes that the. 
three founding nationalities of Canada were 
defeated people: the French of Quebec, the 
loyalists who fled the United States after 
backing King George in the American Revo- 
lution and the Scots Jacobites who settled in 
Nova Scotia. This makes Canadians differ- 
ent from most of the people of the United 
States, but not so different from the people 
of the southern states: also defeated, also 
clinging to tradition. 

Certainly the influence of place and of 
the family, including the ancestors, is cen- 
tral in the novels of Mr Davies. His stories 
have become increasingly bizarre, and some- 
times almost as gothic as the novels of the 
Deep South, since the publication of “Fifh 
Business" in 1967 earned him an inter 
tional reputation. But his roots in the sman 
towns of rural Ontario are often visible, and 
never more so than the trilogy that he com- 
pleted last year with publication of "The 
Lyre of Orpheus." 

Alice Munro's families are less patrician 
than Mr Davies’s: they are the narrow- 
minded, self-righteous, mean-spirited small- 
town Protestants of south-west Ontario. Át 
least they used to be. In “Friend of My 
Youth", her latest, highly praised collection 
of short stories, Miss Munro shows signs of 
beginning to develop, in her late 50s, an af- 
fection, even an admiration, for the people 
she once despised. 

In this sense of family and tradition, 
Brian Moore is also much more a Canadian 
than an American writer. The additional in- 
fluence that fascinates him is Catholicism. 
Its tug is always present in his novels even 
when it is not the central theme, as in "The 

Colour of Blood", “Cold Hea 
and "Black Robe". 
Without ever being in the 
slightest bit provincial, Margaret 
Atwood is a Canadian nationalist. 
She likes Americans but is relieved 
she is not one. She helped lead the 
unsuccessful fight against the North - 
American free-trade agreement in 
1988 because she feared it would 
make Canada more American, and 
she loves Toronto as much as Dick- 
ens ever did London. 
Her already large public in the 
United States has recently been 
swollen by a film made of her 
thriller, “The Handmaid's Tale", by 
“a West German director, Volker | 
-Schlóndorff, on a script of her novel 

written by Harold Pinter. This story 





*Continental Divide. Routl eges 7 pages; 
£35 and $29.95 
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-of a theocracy where lesbianism and abor- 
tion are capital crimes has won her a new 
following among feminists, but they may be 


disappointed; Miss Atwood has too astrin- 


gent and subtle a mind to become a feminist 
leader. Her female characters are less sympa- 
thetic than Brian Moore’s, one of those rare 
authors who, like» Trollope, under- 
men better than they do men. 

ordecai Richler, who is just as Cana- 
in as the others, refused for a long time to 
"face up to the fact. Born in 1931 and 
brought up in the Jewish quarter of Mon- 
-treal, he fled abroad in the 1950s. He was 
convinced it was necessary to go into literary 
-exile to become a serious writer. He lived 
first in Paris and then for 18 years in Lon- 
don, striving to be cosmopolitan. - 

His reputation, outside and inside Can- 
ada, has soared since he returned home in 
1972. His latest novel, "Solomon Gursky 
Was Here", is as fat as it is ambitious. It is 

'-5sely based on the Bronfmans, a Cana- 
in family which made its pile running 
otleg liquor across the border during Pro- 
hibition and has strived, ever since, to de- 










velop the sort of respectability that comes ^ |] 
from old money. Only a Canadian could. | - 
have written this book; and probably onlya 
Canadian who is also a Jew. The humour is- 


pure Yiddish. As the dying Gursky tells his EE E 


wife, “If God exists, I’m f-~ed”’. 





Film HiBhgs 


X Y or zo 





-mainly harmless, lunatic, recently relea: 
"from a mental asylum, who romantically 


„pursues a porn queen turned semi-serious ` 






‘gs. It is a superficially lighthearted com- 
o. with an unusual plot and an unpleasant 
- implication: the lunatic kidnaps the actress, 
"breaking her tooth in the process, and ties 





- her to a bed until she learns to love him. - 


" Women, it seems, can be charmed i in any 
. way that man designs. 

The film has its moments of raciness. 
: One, probably destined to become a minor 
„classic; involves a naked woman, a bath tub 
= a plastic scuba diver that runs on batter- 
des. Another is a steamy, if surprisingly 
FE sex scene that might just pass 
-muster on Britain's Channel 4. But the 
scene proved too much for America’s 
Classification and Rating Administration, a 
-board set up in part by the Motion Picture 
- Association of America. The board gave the 
film an x rating, meaning that it is a "pa- 
tently adult" movie to which, theoretically, 
-no one under 17 may be admitted. The x 
ating was upheld by an appeals board. 

^ The rating—indeed, the ratings system 
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5 «n E Me Up! Tie Me Down! 'anenter- 
| taining Spanish film directed by Pe- 7 
-dro Almodovar, is the story of a young, Ju 


MOSCOW 


66 THINK some comrades are treat-.— 
ing the general secretary and presi- 
dent very casually”, said Mikhail Gorba- 
chev on June 20th, referring to himself. _ 
Had he been in the habit of taking the 


occasional stroll down the Arbat, Mos- 


| cow's liveliest street, he would not have 
| : -been surpri 
popular m market-place for modern art and - 


. The Arbat has become a 


















| craft, some of it good, most of it kitsch. 
The. dominant theme there now is a 


` Ata poets’ corner near the top of the 


b street, bard after bard recites satirical | 


verses about Mr Gorbachev to an appre- 


«ists depict the hero of perestroika. with 
bitter humour; one particularly gro- 
.tesque example has Gorbachev as a child 
 suckling at Stalin's breast. And right 





itself—is legally meaningless. America has 
no censorship laws, and nobody can easily 
-stop a cinema owner from showing any film 
he wants to anyone he chooses, although < 
most adhere to the system. The problem is - 


what an X rating implies to the public. Most 


Americans assume it means that the film is 


pornographic; the ratings were not copy- 


righted when introduced, and “x” has been — 


widely purloined by mee Newspa- 
pers and television stations often refuse to 
advertise or review X-rated films (recently, 


the New York Times prissily refused to ad- 


vertise a film because of its title— "How To 
Make Love To A Negro Without Getting 
Tired"). Most cinemas, especially those lu- 
crative ones in shopping malls, will not 
screen them. Some of the same stigma atta- 
ches to “unrated” films, which are generally 
not shown to those under 18. This is one of 
the reasons why “Tie Me Up! Tie Me 
Down!” is showing at only about 90 cinemas 
in the United States and Canada. 
Fortunately, asking for and accepting a 
rating is purely voluntary: so Miramax 


Big Gorby, little nc di l 


E UNE in ds omis dolls that F 
“one inside the other: heavily birt 


-who contains Khrushchev, who contai 
- bachev doll enclosing a Raisa made to 


with exuberance, but not everyone is - 
thrilled. Some bureaucrats visiting Mos- | 
J^ genre too risqué for display even a few cow for the party congress were quite | 
4 months: ago: Gorby-mocking. 

s - his honour had been slighted. On June. 


“to put the dolls away. They will doubtless 
-appear again when the congresses are | 
„over, a healthy sign that communist. | 

icons are no longer taken seriously in 
. Russia. In contrast to capitalist icons: by 
- far the longest queue on the street is the 


one for Baskin- Robbins ice cream. 


ciative audience. Farther down, cartoon- 


along the Arbat you can buy the latest ` 


` Films, da dicibus simply rejected the: 
"and released its 
Almodovar, whose previous work inclu les 
“Women On The Verge Of A Nervou 


back” of his. rating by cutting in to 


~ shaped cake at a publicity party. Miram 
also hired William Kunstler, famous fo 


- somewhere between X and the more 


Kunstler handed the judge a-videotay 
‘steamy scenes from R-rated films such 







































marked Gorbachev contains Brezhn 


Stalin, who has a tiny Lenin inside. Cri 
eller still is the version which has a Go: 


look disturbingly like Elena Ceausescu. < 
Russians have taken to this mock-art. 


shocked, and. told Mr Gorbachev that 
23rd the police descended, telling traders 





film "unrat E 


Breakdown", celebrated the “handi 


defence in the Chicago Seven trial, to a 
under a relatively obscure New York 
that the rating was “arbitrary, unreason 
and capricious” and that a new ratin 


R—is needed. Amid some merriment 


“Blue Velvet" and "Fatal Attraction”. 

Not to be outdone in legal glamour 
Motion Picture Association has hired Flo 
Abrams, the defence lawyer in the Penta; 
Papers case. Mr Abrams’s argument is sim 
ple: the case should be dismissed becai 
courts should not be involved in rati 


films. Quite rant too. 
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| programme leading. to a Masters uper in 
| Money, Banking and Finance. E 








| ef Birmingham, Edgbaston, Sismingham. B15 | 
| 2TT, United Kingdom. 


Telephone: 021-414 6619. — — 
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Both these challenges are vital to your business. 

GHN can help you meet them by creating a personal 

development programme tailored to suit each individual 

executive. 

. . Each programme is ‘one-to-one, confidential and 

. highly cost-effective. Why not consider it for your top 
- people now? Call 071-493 5239 to arrange 


an exploratory discussion. GHN 





~~ 16 Hanover Square JH 
ERSONAL 
London WIR 9AJ. DEVELOPMENT 
qnos s 3239. . CONSULTANTS 





Birmingham offer a one year postgraduate - ü 


m Enquiries to: Postgradi te Admissions. (MBF . I 
Ic Programme), Faculty of Commerce, University | 
















. 12-18 Grosvenor Gardens, i 





Spend a year 
in Holla as and 





A unique international o one year + MBA | 
programme starting every: September 
in the iii specialization? 


management. a 
information systems 


umaman 


Write or telex for more information to: 


. Director, 
| — The Netherlands international 
-— , institute for Management (RVB) 
a Endepcisdomein 150, PD. Box 1203 
201 BE Maastricht. 
'elephone 043 - 618318 
efie 043 - 61 8330, Telex 36729 


io: 

WB isn Li aison dOflics ^ 

c/o Tanglin P.O.Box 160, Singapore 9124 

. Telephone (65) 250816, Telefax (65) 2530448 
Telex 55002 Tecnet - RS 













TOP MANAGEMENT FORUM 


' For oe and. owth 
2 October 1990 ° London 


A high-level one-day seminar unashamedly 
concentrating on the essential ingredients for 
business success and on the hot issues the profit 
maker needs to address, to lead from the front. 
Presented by Barrie Pearson, one of the UK's 
leading business consultants. 















To book your place, or for farther details, contact: 
Customer Services Department, Hawksmere Ltd, 








London SW1W ODH. 
Telephone 071-824 8257. E - MEE 
i TITRE RE 
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GRAHAM SCHOOL OF MANAGEMENT 
SAINT-XAVIER COLLEGE PUN IVERSITY 
CHICAGO m | 












W Offers its Master of Business 
Administration in Paris 





9 Evening classes 9 Week-end classes - 


ll For professionals 
with an undergraduate degree. 





B Next session: June and September. 1990 






@ Financial aid i is available | 











FOR FURTHER INFORMATION-CALL |S LM 
(1)42.66.66.82 “We 


IEMI/SAINT-XAVIER College University 












MAXIM'S INTERNATIONAL INSTITUTE 
SCHOOL OF HOTEL MANAGEMENT 


For an international management career 
ONE YEAR DIPLOMA 
Study in English practice and work at 
our famous Maxim’s Institute 
Theorical and practical training 
DAY COURSES / EVENING COURSES 
Admission : Undergraduate 


Classes begin: October 1990 


AxA T 


FAMOUS ALL OVER THE WORLD 


(1)42.66.66.82 


71, RUE DU FAUBOURG SAINT- HONORE, 75008 PARIS FRANCE 
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_ you rather pay MBA student consulting fees than. 


average age is 27; half come from. Britain and the 


Summer Projects (which last up to 10 weeks and. 


| Please send details of MBA Summer Md / in- Term Projet 































d develop a Dunes een 
E identify. product/market opportunities? 


ke an etivitühmentsl audit? z: 
i e markets i in Eastern Einen | 
Qu sellin the EE e 
^g anal yse key success factors? 
Q enhance customer service? 





These are a few examples of Consul 
projects undertaken for client companies 


by London Business School's full-time 
MBA students. | 


Could you use the skills of experienced 

MBA students at Europe’s leading 
-business school? 

! pes project require the managerial skills: || 

developed in the first year of the MBA Programme,’ || 

or language skills, or field research overseas? Would — | 


those of the top consulting firmis that will hire 
many of our MBA graduates next year? 

Our MBAs hold degrees ima wide range of 
disciplines fromthe world's best universities; their 





EEC and half from overseas, |". 
If you would like to receive a copy: of out ^ pes 
MBAs’ biographical book and have. details of either | 


take place anytime during July, August and M 
September), or In-term Projects (undertaken from B 
November through May), please call, fax or mail 
the coupon today, to the address bel ow. 
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Ms Adrienne Jackson, Summer / In- Term Projects, | 
London Business School, Sussex Place, Regent’s Park, | 
London NW1 45A, UK. 

Tel 071-262 5050. Fax 071-724 7875. 
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: For Life, Aondienié & Won Experience 
Degrees for peopie who want to be more effective and 
secure in their Jobs or Professions. 
edid a BACHELOR'S. MASTERS a "DOCTORATE Degree by 
your life and work experience: College équivalent credits are 
od tor your job, miitay, company training, industrial courses, 
your position ee ene 
with a legal degree matter when taken. No residency requ 
and transcripts Ou prüdeiis ave recu iced tor Fl agni n Dolinea and 
As you know industry. We will assist you in completing your degree requirements 
experience is stili the without formal classes or seminars at your own pace and time. 
Sacer | Send detailed résumé on work life and academic experience for a no 
- Gmitevaluation. mo 


PA ACIFIC WES TERN UNIVERSITY 


; ornia 90049— 137—USA 
elox: sazia. Fax: 213/471-6456 





$00 N Sepulveda Bivd, Las 
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New Product Development and Market 
Penetration: The German Approach 





B denar 11417, 1990 
Frankfurt and Hannover, Germany 


The oati "ue | 

Knowledge is power! To compete effectively i in worl Id markets, 
you must develop an intuitive understanding of who your - 
competitors are, how they choose to compete; how they 
excel, and which soft. Spots could. be RM to your 
firm's advantage. | 


The Program | | m v. 
The seminar examines the ordo development and market | 
penetration strategies of Germany's best SOS. € i: 
Particular attention will be paid to; — <> | 


m automation and robotics in product development 
æ productivity and quality frameworks .- 

m strategic trade-offs 

m 1992 and the open door to the east. P 

a prođduction/marketing linkages | B 
w managing the ecolo agical impact of business - z 


Most of the time will be spent. in company visits and i in- 
depth conversations with Koy company decision makers RON 
case studies). i 


Who Should Attend 

The Seminar is. intended for new entrants on the european 
scene, potential suppl ers, distri butors, partners, and 
competitors. 


For further information, contact: 
Dr. Nanty A. Meyer | 
Director of Executive Education 
UNC Business School, CB# 3445 
.. . Kenan Center 

.. Chapel Hill, NC 27599-3445 Susiness Sche 
Telephone (919) 962-3129, AT CI me HILL 
FAX: (919) 962-1667 FECERIMUS 
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Institute 
Montreux 
Switzerland. 


«The Swiss School of Hotel Management» 


HOTEL MANAGEMENT & 


TRAVEL AGENCY MANAGEMENT - 


DIPLOMAS TUITION IN ENGLISH 


@ Hotel Mgt. Course: 3 years 
Swiss & U.S.A. Diplomas 
@ Travel Agency Mgt: 1 year Swiss & IATA 
International Diploma 
intakes: January & September (Travel 
Agency: Sept. only) | 
Details: HIM, 15 Avenue des Alpes, 
CH 1820 C. Montreux, Switzerland: 
Phone: 21-963 74 04 
Fax: 21-963 80 16 





Tix: 453261 HIM — accnaeDiTED Bv. sed | 


porate ce e Evening Programme 
T tog ramme enabling otherwise fully 
sine Y ad an intensive programme which 
thorough e cove rage: eof the groundwork and current issues 








H “Whole programme: 


Stream One 8 October - 


22 April - 
24 April - 


ple ase- contact: 




































A caching i is pan ex xperiéng ed Pos "i L en Business School. 

~ cand the programme covers accounting, investment. decisions, 

^fiiancing decisions and the capital marker. . 

London Business School now offers two streams of this 

; programme which runs throughout the academic year and 

partic ipants can attend on either Monday or Wednesday evenings. 
| , Programme Directors: Professor Richard Brealey and 

Professor Julian Franks — 40S 


Stream One 8 Oc tober 1990 - 24 June1991 
E “Stream Two — 10 October 1990 - 26 June 1991 £3,900 
2 F itr Term: Accounting Tools fór Man: ger... 


"Stream Two 10 CX tober 2 - dz December 1990 £1,400 
‘Second and Third Term: C lorporate Finance 
< Stream One 14 January -.18 March 1991 
24 June 1991 
20 March 1991 j 
26 June 1991 - ^  £2,800 


Dinner and all materials included in. fee. For: a detailed brochure 


Grea Two 16 January - 


Programme Mariner, Corporate Finn x E ening Programme, Ew t 
London Business School, Sussex Place, Regent’s Park, London NWE 48A, UK. 1 
Telephone: 071-262 5050. Fax: 071-724 7875. Telex: 2746l LBS KOX. Ge 





HOME STUDY COURSE in economics. 
A 10-lesson study that will throw light 
on today's baffling problems. Tuition 
free—-small charge for materials. Write 
Henry George institute, 121 E 30th 
Street, New York, NY 10016, USA. 





“FAIRFAX UNIVERSITY home study 
degree programs. Entry at any time, 


Advanced credit given for prior learn- 
ing/experience.. No classes to attend. 
For catalogue/details, write: Fairfax 
University, Dept EC, 2900 Energy 
Centre, New Orleans, LA 70163 USA. 








BACHELOR, MASTER, DOCTORATE 
EARN A DEGRÉE. Use your past experience as 
credit toward your degree. No classes, seminars 
or on-campus attendance. Studies build upon 

your openana: Self-paced * Send Resume 
FER For No Cost Evair^" ^7 


905) 889- 


55 Louisian 


w i Dept. 34 
Aibuquerque, New Mexico 87110 U.S.A. 

























STENTS 





The U niversity of Queensland | Sl 


: il Opportunity in Employment is University Policy 
cturer/Senior Lecturer/Reader 
Term/Tenurable) Three Positions 


Department of Economics - 


Applications are invited in any field of economics but it is 
expected that successful pli | 
v wasting ofc core courses in t microe onor 


STATISTI 










The Notional Econs l E Office (NEDO) is an ide- 
pendent, publicly funded organisation whose purpose is to. pror 
mote improved performance in the UK Economy. | 


We are seeking a Manager for the Statistics Unit, which is port of 
Bes de and Statistics Division, and provides support for all. 
i the Office’s work, We are looking for someone with the 
ability and potential to develop his or her technical, administrative’ 
and management skills and to accept prpensbi for the days 
day running of the Unit, — — i 


You should be a self starter and hold a degree or equivoledl i in 
economics, econometrics or statistics. Familiarity with microcomput-- 
ers and the use of computer databases will be necessary. A 


Salary ranges from £17,536-£21,902 (including ILW) with the. 












































lifications - icants | possibility of performance related increments to £24,520. There is. 
avi Ries to be considered for one or both of a non-contributory pension scheme, 25 days holiday and an. 
these categories. | interest free season ticket loan. i 
Annual salary ranges are er $33, 163- $43,096; An application form can be obtained from: 
Senior Lecturer $43,984. 951. 015 and Reader $57,493. .. "Personnel Section. 
Closing date for epee 31 July 1990. Ref. No: National Economic Development Office 
31790. Millbank Tower 
Enquiries can be directed to Professor Tisdell, Head of Millbank | 
Department of Economics, Tele (07) 377 3520. London SWIP 4QX 





arsi Nad psig nri ointmer d 
cer, Association of Commonwealth Universities, 36 Gor. 
eon Sam. London, WCIH OPF. 


or by telephoning 071-217 4146 
Closing date for applications: 177 July 1990 
NEDO: is an. Lise ico employer 
















WONT eh S HY Pear aa Ant eme AH ARAN AM 


n > A * H KB Ad 
The JETRO Course In Spoken Business Japanese 


om Summer 1990 this course will be available in a variety of formats from the |. 
WiMiversity of London and the CHE of DAHER at Beginner and ü 
Intermediate levels. 







PROPERTY MANES hia ias 
PROPER TY MA RKET 
ANALYSTS | 


2 Property Market Analysis is a lesd- 
| ing independent property: research 
| consultancy working in the UK ai 
| Europe. Further expansion has ct 
ated opportunities for graduates 
| postgraduates in relevant discipl 
to undertake property .resear 
part of a multi-disciplinary team 
| particular three posts are to 
| filled: £ 


* A new or recent graduate: 
particular interest in the» 
perty market; 

* An analyst with 2- 3 years exp 
rience and quantitative skills: 

* An experienced proi 
manager. 8 

The salaries for all posts are. nego- 
tiable according to age and 
experience. ^ 


For further information, please 
: write to: 
Melanie Hare, PMA, 9 Broad Court, 


Long Acre, London WC28 Q M 
| Fel: 071-379 5130. D 

















THE SCOTTISH | 
. CENTRE FOR 
JAPANESE 




























| m SOAS 
| School of Oriental | University of Stirling 
and African Studies | 






















Ms DzidraStipnieks — — Tel: 071 323 6202 | Mr Brian Hennigan TEL: 0786 73171 
Extemal Services Division — 071 637 2388 Ext 2402 . . Scottish Centre for Japanese Studies 
| SOAS, University of London .. University of Stirling 
|. Thomhaugh Street, Russell Square Stirling 
| London WC1H OXG | FK9 4LA 















UNITED REPUB BLIC C OF TAN: ANIA - 
| MINISTRY OF AGRICULTURE AND. 
. LIVESTOCK DEVELOPMENT - 


CASHEW AND COCO! REECROPS PROJECT 
(IDA CREDIT 2050-TA) 


The. Government sal latas has ieceived an interkational Development Associa- 
tion (IDA) Credit to undertake the above-mentioned project. The Coconut 
Compohent.is implemented by the National Coconut Development Programme 
(NCDP), Applications are invited from suitable international iy qualified personnel to 
fili the under toned pasts in NCDP: E Ee 























































































bjec 
.. initiate and support implementation of coconut:related nursery depre n 
_ extension programmes as well asthe development of local projectand Government 


NCDP requires the se services ofa an : extension. agronomist. with an b 


- staff.. 
Major Tasks — 
j^. Assist in the planning of national, regional and district coconut devel iopment 
. plans. 
2. Participate in the provision of improved coconut seeds and seedlings. 
. Plan and implement extension services. to coconut growers. . 


i. Plan and implement manpower development measures which would. isad toa 
core of Maine manpower who would take over the services of the post holder. 


Collaboration with o 

_ All other sections in NCDP especially Farming Systems Research Section. 

. The Extension Section of the Ministry of Agriculture and kvarto K Ueveropnient 
-Reporting to: Programme £o ordinator. : B SS 

-. Supervising: All staff of NCDP's Cóconut Extension Services. 

Duty Station: Dar es Salaam. 

Duration of Post: Two years (possible: extensi on ‘two to three years). 

^ Qualifications and Experience ` 

. Higher University Degree in. agricul turé or related field (eg, Horticulture). 


. Five years experience in agricultural extension, of which three years were PR 
supervising not less than 20 ttained technical staff. . HN 


. Three years experience in developing countries, 
, Fluency in written and spoker English. Know! edge of Kiswahili isan advantage. 


FINANCIAL CONTROLLER 


The Financial Controller wilt reportto the Program Co-ordinator and would have the 
following duties and responsibilities. 


. Reviewing and updating: NCDP's accounting policies and procedures. 


Preparing: and. providing financial guidance and advice to. the yay Co- 
ordinator. and: Section heads. 


Compilation of operational quarterlies and annuals and ensuring their proper 
applications. 


Management of the services and general sdministiation unit as well as 
supervision of all accounts staff. 


- Management of program stocks and assets, including their procurement and 
disposal. 

creating a team which would-eventually take over the duties of the post holder. 
Duty Station: Dar es Salaam. 

Duration of Post: Two years (possible extension two to three yeast 

Qualifications and E xperience 


$ experience n accounting duties.” . 
Salary and Remunera tions 


Both posts fall within IDA salary categories of international édinpetitivehess. in 
addition to the international salaries, successful applicants will get allowances for 
children and passage toand from home country and earn two days per month leave. 


Mode of Application 
. should be sent to the undersigned not later than 21 July, 1990. Tanzanians are 
. encouraged to apply. 
Principal acta 
. Ministry of Agriculture and Livestock Development 
Att: Programme Co-ordinator 
National Coconut Development Programme 
^ POBox6226 — 
|J DAR ES SALAAM 
os Tanzania — 





US CómBary working in international side velopment assistarice | 


sumer goods/pharmaceutical marketing, advertising, market- 


~ Planning and implementation of manpower devetopment plan with the aim of 


The Financial Controller should at least possess a qualification equivalent to CA, CPA 
— Ot ACCA, with at least five years post- qualification experience and ten. peu of 


Applications accompanied with detailed CVs, copies of. Certificates and téstimonials 


is seeking candidates to lead multi-year consumer marketing . 
program.in Africa. Position will be based in Lome, Togo. . 
Candidates must have at least five years experience in con- 








ing research and management. Mu tinational and social 
marketing experience a plus. Fluency in French and English 
required, 


Send CV by July 30 to Box 109, The Economist, 10 Rockefeller 
Plaza, 12th ord NY, NY 10020 USA. 













International consultancy 
+ overseas travel 


. Commodities Research Unit Ltd, part of a consultancy group 
based in London and New York, is the leading business 
consultancy specialising in minerals and metal industries and. 
works with governments, financial institutions and companies 
worldwide. 

Our continuing growth creates the following opportunities 


. jin our London practice for graduates. Overseas travel is an 


attractive and integral part of the work. 


Sales Executive: c.£25,000 
You will promote the use of CRU's research and consultancy 
services and be involved in the development of new services 
to meet existing and prospective clients’ needs. Experience of 
selling services and the ability to achieve personal targets are 
essential. Knowledge of the mining and metal industries 
would be ideal. 


Research Assistants/ Consultants 
c.£12,000-£18,500 


You will participate, as part of a team, in the creation of 
forecasts, market reports and consultancy projects requiring 
strict deadlines. Candidates must either have experience 
in economic and industrial analysis in à corporate planning, 

. commercial or, possibly, an academic environment, and may 
have an additional degree, or be recent graduates without 
experience. An enquiring mind, an interest in economic 
analysis, and the ability to collate and interpret data in a clear 
and lucid manner - in writing and-orally - are important. 
Knowledge of an additional language and familiarity with 
PC software packages would bean advantage. 

Salaries will reflect experience 
and qualifications, and benefits 
include a profit-sharing scheme. 

| Please send a full cv, indicating 
current salary, to the Managing 

Director, Commodities Research 

Unit Ltd, 31 Mount Pleasant, London 
WC1X OAD. Tel: 071-278 0414.. 























FARMERS SUPPLY COMPANY (FASCOM): 
GL.16/TSC 


Functions and Responsibilities 


(i) To plan, assess and procure farm. inputs 
required in Kaduna State. .. > 
(ii) Ensure proper storage and accounting of the 
inputs. | 
(iii) Implement the distribution of the inputs to 
the farmers as directed by appropriate 
authority. 


(iv) Administer and control the activities of the 


Company including those at the Headquar- 


ters, the Zones, Storage Depots and Farm 


.. Service Centres. k 
(v) Plan and implement: the commercialisation/ 


privatisation of the Company in accordance | 
with the Federal/State Government' s agree- 


ment with the World Bank. : 
vi) Ensure strict monetary and financial control 
ofthe Company. _ 


Responsible to: 


l The Honourable Commissioner of Agriculture and 
-. Natural Resources, Kaduna State or as directed by 
i: the Kaduna State Government. 


Qualifications and Experience: 


A good degree in agriculture or business adminis- 
tration with a minimum of five years post qualifi- 








cation experience in the related field in particular - 


A marketing. 


The Managing Director . 
Agroman Limited, 34 New Cavendish Street, London! wi 


Telephone: 071-484 4771 
Telex: 22360 





a Il RACE COURSE ROAD - 
PMB 2269 KADUNA 


Kaduna State Agricultural Development Project i isa World Bank ai 
of agriculture in Kaduna State, particularly relating to small scale farmers who constitute about 
80% of the State's farm population. Besides the World Bank Loan, the Project is also funded b 
the Federal Government of. Nigeria and the Kaduna State Government. | 


To pano in | the onquina 1 activities of the Project there isa — for suitab 


Must be a professional accountant with ACCA, - 
ACA, ACMA, ICAN with at least five years post. — 
qualification experience in the Finance Depart- 
ment of large companies or the Government. Must 


offered for both posts. 


experience within four weeks of the date of this 


ided | Project for improvement 




























Functions ns end Responsibilities 


(i) Control and. supervise. all: financial and ac- 
counting functions inthe Company. 
(ii) Render advice to the Managing Director on 
financial and materials management. __ : 
(iii) Prepare all accounting documents related to 
World Bank Loan, for. example, withdrawal 
applications for onward submission - to 
- Kaduna: State. Agricultural - Development | 
iu PU, PRO 









Responsible to: 
The Managing Director, FASCOM. 


Qualifications and Experience: 


have administrative experience in. controlling: the 
finance staff and co-ordinating their activities. 


Remuneration: An attractive package with tax 
free overseas and local salary, free furnished 
accommodation, transport. and annual leave. is 


Method of Application: Suitable eniad: 
may apply giving. details. of qualifications and 


advertisement to the ODIT OS 











UNIVERSITAT KONSTANZ. i : 
In der Fakultat für Wirtsc haftswissenschaften und Statistik ist eine 


C4- rofessur für 
Volkswirtschaftslehre 
(Nachfolge Prof Dr Gérard Gafgen) 


wieder zu besetzen. 











Der/die Stelleninhaber/in soll das Gebiet der Wirtschaftspolitik in 
Lehre und Forschung vertreten. Seihe/ihre Mitwirkung im Sonder- 
forschungsbereich "Internationalisierung der Wirtsc haft" ist 
erwünscht. | 








Voniussdtaona! für die Bewerbung ist. die Habilitation oder eine 
gleichwertige wissenschaftliche Qualifikation. 






























: Schwerbe hi derte werden: bei ica aol Eignung vorrangig 


EUROPEAN INVESTMENT BANK 


The EIB/BEI was created by the Treaty of Rome to 
facilitate long-term investment financing and to pro- 
mote the balanced development of the European 
Community. 

It also mounts operations i in 12 Mediterranean coun- 
tries and in States signatory to the Lomé Convention. 


The Bank is currently seeking, for appointment to its 
Research Enrertoreie | in Luxembourg, an: -— 








and perform energy sector work. 


tor would be appreciated. 


advantage. 


prehensive welfare scheme. 
Itis an: equal opp ortunities employer. 


E Paz ever Konrad Ade Fax: 437704: 
uS Applications will be treated in strictest confidence. 


French — and 





- INTERNATIONAL - 
- POSITIONS 


As part of new project 


with US Agency for Inter- 4 


national Development, 
ICMA .is recruiting for 
' .. Spanish 
speaking SW and WW ex- 
perts. if interested in 


short and long term over- 
seas assignments, please |. 
| résumé for our 
bank to Steve 


send. 
talent 


McCoy-Thompson, ICMA, 


777 North Capitol Street, 


NE, Washington, | pc | 
20002. ICMA will contact 


you if Mri dE assign- 


l ment a arises. 





| conomist (m/f) | 
(with 5 to 10: years practical experience) 


The person appointed: will participate inthe economic evaluation of energy in- 
vestment projects submitted to the Bank for financing | in Member Countries 


Candidates should possess a university degree in economics with a strong 
background in quantitative analysis and experience both in the economic 
evaluation of energy projects and the preparation of energy sector studies. 


Private sector experience in the upstream and downstream hydrocarbon sec- 


Candidates must be nationals of an EEC Member Country and be fluent in 
either English or French, and have a good command of the other language. 
. Working knowledge c of athird community language wouldbean ` 


The Bank offers attractive terms of employment, agenerous salary and acom- 


| Aplicar w who mustbe nationals of an EEC member country and not older 





University of Cambridge 





Faculty of Economics.and Politics 


ASSISTANT DIRECTOR OF 


RESEARCH IN ECONOMICS 


Applications. are invited for this office 
which has been established as a lectur- 
ing position primarily for the MPhil in 
Economics. 


The appointment will be for up to five 
years, with the possibility of reappoint- - 


ment for periods not exceeding five 


years at a time or to the retiring age. 


The present pensionable '$cale of sti- 


pends is £14,169 a year, rising by nine 
annual increments to £20, 469 {under 
review). 


Further information may be obtained 


from the Secretary of the Appointments 
Committee for the Faculty of Econom- 
ics and Politics, Austin Robinson Bul, 
ing, Sidgwick Avenue, Cambridge ( 

9DD, to whom applications | 
copies), including a curriculum vitae, 
the names, addresses and telephone 


|. numbers of three referees, and a full list 
 . 0f publications should be sent so as to 
reach her by 18 July 1990. 


id The University follows an equal oppor- 
 tunities policy. 





VICTORIA UNIVERSITY 
OF WELLINGTON 
New Zealand 


SENIOR 
LECTURESHIP/S 
. LECTURESHIP IN 
QUANTITATIVE STUDIES 


Applications are invited from suitably 
qualified persons for the above positions 
in the Faculty of Commerce and 
Administration. 


Members of the Quantitative Stet 
Group carry out teaching and researc 
the areas of econometrics, Statt 
mathematical economics, optimisation m 


| M ynamic systems and other applications 


' quantitative. modelling in business, 
ain and government, and collaborate 
actively with the University's Institute of 
Statistics and Operations Research. 
Courses are offered at both undergradu- 
ate and graduate level, Applicants should 


| have significant. research. experience, te- 


flected in publications. Specialisation in 
one of the following is preferred; econo- 
metric theory, dynamic modelling. opti- 
misation or game theory. A joint appoint- 
ment with another group in the Faculty 
would be encouraged if appropriate for 
the appointee s research interest. 


Further enquiries may he made to Dr 


] Jacques Poot. Tel: 04-721 000, ext 8549. 


E ‘Salary scale. for. Lecturers in NZ$36.000- 
- c] NZ$47.200 per annum; for Senior Lectur- 
| er NZ$50,000-N7$64,500 per annum. 


| Conditions of appointment and method of 
application are available from. Appoint- 
ments (ext. 38083), Association of Com- 
monwealth Universities, 36 Gordon 


| Square, London WCIH OPF, or from the 


Appointments Administrator, Victoria 
University of Wellington, PO Box 600, 
Wellington, New Zealand (Fax: 04-714 
700), with whom applications close on 14 
September 1990, 


THE UNIVERSITY IS AN EQUAL 
OPPORTUNITY EMPLOYER | — 














T ACADEMIC 
IPPOINTMENTS IN 
CCOUNTING AND 
FINANCE — 


| The University of Strathclyde invites applications 
| E for academic posts in the Department of Accounti ing and 
-- «Finance. Appointments are available at three MES - 


| € Lectureships 
@ Senior Lectureships/Readerships 
@ Professorial 


Applicants should have teaching ahd research : 
interests in one or more of the following areas:- Financial. 
- Accounting; Management Accounting and Control; . 

. Taxation; Auditing; Information Systems; Capital Hane: 
international Banking and Corporate Finance. 


: For applications in the accounting area, a professional 
qualification is desirable but not essential. — . 


Appointments will be made at the levels of professor, 
reader or senior lecturer only if applicants demonstrate a 
strong track record in research. 


The University is prepared to negotiate competitive | 
salaries with successful applicants. 


For application form and further particulars (Ref: 
86/90) contact the Personnel Office, University of - 
Strathclyde, Glasgow G1 1XQ. SRRIENMMS Closing, 
Date:- 17th July 1990. 
























; UNIVERSITY * OF 
STRATHCLYDE 


AN EQUAL OPPORTUNIT IES EMPLO YER 





QUALITY OFFICE TO RENT. Holland 


[SWITZERLAND] 22 mom EN sta 


Sale to foreigners authorized B BIS 
EMEN Lake Geneva : 
G Mountain resorts 
“You. can own & quality APARTMENT/CHALET in 
‘MONTREUX, VILLARS, LES DIABLERETS, LEYSIN, 


E GSTAAD Valley, CRANS-MONTANA, VERBIER, etc. from ff 
: SFR. 200000.— 60% credit at - 7% 


REVAC S.A. 50 ron de Montbrillant - CH-1202 GENEVA 
RENAC BA. Ya 4122/7341540 -Fax 134 12 20 










- . MIDWEST U.S.A. 
CONVENTION COMPLEX | 
250 acres. 100,000 sq. ft. 
facility. Resort region. 
Administrtion are de 3 homes. 

.9 million. 
Raiph K, Heige & Assoc.; S d 


S. Lake St., i 
91101 U.S.A.; Fax: 816/440-1795 


ww ANDORRA mh 
BUY DIRECT FROM BUILDERS — 
Andorra- the true tax haven in the Pyrenees 
Full sales, management, and rental service. 


i CISA ANDORRAN PROPERTIES 
12, Kings College Road, Ruislip, Middx HA4 8BH. Tel (0895) 621617 
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GERALD INC PROFESSIONAL 
TRADING GROUP 


Specaleng on financal futures and options 
strategies 24 hour trading available (Call for daily 
updates on cutrences, hinancals, metals and stock 

indexes] 











FUTURES EXCHANGES =o o 
3d = Wacker Dr., Chicago, d 








Manchester based business | | 
seeks partner, sleeping or |. 
active. Must have export/import | 
experience, and knowledge of 


financial market.” 


CV and details wis ju FEL, | 
Suite 317, Com. Exchange, 
Manchester M 3ES, bole 


WI LLETT H OTEL 
32 Sloane Gardens, 
London SW1W 8DJ. 

Telephone 071-824 8415. 
Fax: 071-824 8415 
Telex: 925678 . 


| Small character town house, off. Sloane. . 


Square. All modern facilities, Full English 
| breaklast inclusive of very modest rates. 
A LINDAB EXCL USKE HOTEL . 


WITH ALL THE COMFORTS! 
IOF YOUR OWN HOME] 


lApartments to suit all kets. 


Studios to penthouses, Central London, 
close to Harrods, theatres, & museums. | 


T.V, maid service, 24hr recep. Short / 


long lets Perfect for business or jesure | 


SERVICED APARTMENTS 
26/27, Collingham Gardens 


London S5 GHN TEL. 071-835 H4 f 
Eax.071.3739693 Telex: 918595 





: ECONOMIST 


For information about 
fied advertising 


contact 


Nicola Rowlinson 
The Economist Newspaper Ltd 
25 St James's Street 
London SW1A IHG 


Telephone: 071-839 7000 
Fax: 071-839 4104 
Telex: 24344 ECON G 


Nicki Barth a 
The Economist Newspaper Ltd 
“10 Rockefeller Plaza 
New York, NY 10029 
Telephone: 212 541 5230 
Fax: (212) 541 9378 
Telex: 148393 _. 


MEMBER OF LEADING I re 4 


| TH6, or Fax UK 44 202 723580. l 


E ness, in the United States. 





| ment published in The Economist 



















US HOUSING EXPORTS 
Wood skeleton houses manufactured. H 
our factory and shipped to vou anywher 
in the world. Many models toc hose. fror 
opad us your plans for bid. — 
Call or write for free brochure 

"Counties Lumber Inc 
Box 97, Upperville, VÀ 

L.3592-3237. Fax: 703) 592- 






























Use your assets. to 


IMMIGRATE TO USA 


Ask for our free brochure. We offer co 
ordinated visa, regi estate and tax. advisory 
services by licensed professiorials. - 


SWISS CONSULTANT 


GROUP (U (U SA)INC 
Fax: +1813 254 0013 (USA) or. 
Fax: +411 919 0014 (Switzer 















MARKETING EDUC | 






worldwide, seek additional short Of. js 
projects in similar or related fields: French, 
i German, Spanish, italian spoken: Ail ioca 
tions considered. 


Apply Box 3701, The Economist ivs : 
| Ltd, 25 $t James's Street, London wa 











|- SOUTH KENSINGTON 


| Fully furnished luxury one and two bed Eos 





| apartments, 


Quiet tree lined street close to shops, 
restaurants and tube station. Video 
security. : 
Min one week. £336 to £805 pw. Full E- 
{ info. Tel: 071-225 0184. Fax: 071-225- £7 
| 0280. Telex: 893095, 









U.S. VISA MATTERS 
Visa requirements for companies, . 
L Du and individuals doing : 

usiness, or wishing to do busi- 








| Law Office Edward S. Gudeon*, 17. 
Buistrode Street, London WIM 5FQ 
| Tet: 071-486 0813. Fax: 071-224 2337. 


“US. lawyer resident in London. Practice ‘ 
limited to US. immigration and nationality law 


i = LONDON a 


salty serviced apartments offering best value for’ 

| money, Gur apartments ofer great savings come. gg 

pared fo hoteis, Fully serviced, private bathroom. We 

kitchen, TV, telephone, central heghng, elevato: 
nu Centrally located in Kensington area. 


A Tourist Board Approved 
qm i oe 


Fax D An per a - 
aumuEMENMEMB 


















Readers are 
recommended 


to make appropriate enquiries and 
take appropriate advice before send 
ing any money, incurring any ex 
pense or entering into a bindin 
commitment in relation to an adver- - 
tisement. The Economist Newspaper. 
Limited shall not be liable to any 
person for loss or damage incurred 
or suffered as a result of his/her 
| accepting or offering to accept an. 
invitation contained in any advertise 






































sentíal information | 
Canada, New Zealand, USA 


Harrison, 3 
Kirkby, Notts NG17 7HY, England. 


DIPLOMAT 
HOTEL 


E CHESHAM STREET 
BELGRI 





Tel: 071-235 ib 
26679 DIPLM TG 


jhi ia within walking distance 
ods. Provides unsurpassed o: 
' Super accommodation and full English 
cast at exceptional value. 


Single bedroom from £54.95 + VAT 
~~ Double/Twin from £79.95 + VAT —- 


OÀ LINBAR EXCLUSIVE HOTEL 












EMIGRATE OR WORK ABROAD. Es- 
on Australia, 
and 
Europe. For details and prices send - 
Sell addressed envelope and stamp or 

o international reply coupons to E. 
10 Westminster Avenue, 


|ASTRELE ~ 


runs | 


2ND PASSPORT/DR. LICENCES. 
Special reports. Any country. INI, 26 


. Kleomenu Athens 10675 Greece. Fax 


7219080. 





EAST. EUROPE BUSINESS ADVIS- 
ER. Seasoned manager with top MBA 
and three years experience in Hungary 


seeks challenging assignment. Contact _ 


Tim Pennell, 174 Bloomfield Road, 
Bath BA2 2AT, UK. 












et 
The world leaders in Translation 
and Interpreting Servi ces 


| Fully Yd to ande, any, carton of 
“word Fast, elabi, conden, 


l UK Tel: 061 926 8880. Fax. a 928 0267 
| USSR Tet: 010 7812 218 7218. Fax: 010 7812 218 7218. | 
| USA Te: 0107 603 964 2200. Fax: 0101 609 964 8311 | 











BEST DEALS in first/club class fares 
worldwide. via Amsterdam. Contact 
Scenic Travel Ltd. Telephone 081 808 
2943/081 801 7471. Fax: 081 808 
1554. IATA/ABTA. 





OVERSEAS POSITIONS. Hundreds of 
top-paying positions. All occupations. 
Free details. Overseas Employment 
Services, Dept EC, PO Box 460, Town 
of Mt Royal, Quebec, Canada H3P 
3e7. i 


~ 





THINK GLOBALLY! 
Eze n 


I hie boat rect ro cr tomo st ond 
| decal business 
| FOR MORE ain PLEASE CONTACT: 

; Ra onan hoy iae nc, 


| One Park Placa 621 NW Sard st Boco Raton, FL 33487 
Yel: (407) 241-8640. Fax (407) 997-8945 






























group staff. 








The àá Service isan equal opportunity employer 
| AGRICULTURE § 
AND FISHERIES 


FOR SCOTLAND] 





Senior Economic Adviser 

As Senior Economic Adviser in the Department of Agriculture and Fisheries for 
Scotland you will head its Economics and Statistics Unit located in Edinburgh. You 
will be responsible for providing regular assessments of the economic position of 
Scottish Agriculture and Structural and Financial Statistics, and foradvising «— — 
administrative colleagues and Ministers on a wide range of agricultural and fishery 
matters, many of them relating to the Common Agricultural and Fisheries Policies of — 
the European Commission, as well as managing. abo ut 40 profes: sional and administration 


You must have a degree with first or second class honours, or a post-graduate degree 
in economics. You should also have at least 5 years' relevant professional experience 
at senior level in the public or private sectors or in higher education. 


Starting salary (under review) will be within the scale £30,000-£33, 990 with further 
increments, depending on performance, up to a maximum of £39,745. 
RELOCATION EXPENSES UP TO 42000 MAY BE PAYABLE. 


Non- contributory pension scheme. 


For further details and an application form (t to Dm returned by ! 3 July 1990) write to 
Civil Service Commission, Alencon Link, Basingstoke, Hants RG21 1JB, or telephone 
Basingstoke (0256) 468551 (ans wering s service operates outside office hours). 

Please quote ii GÍa479.. : 


| in Rome will design the perfect holiday. 


Street, New 





Ad oin 1m 


.* | plies;.. give-aways, awards, and 
E | wood product Bt od 


| if you wish to have your import | 





| ITALY 
CASTLES IN THE SKY 


or villas in the vineyard, the best city or country 
rentals all aver italy. American specialist based 


ANTERNATIONAL SERVICES 
"Plaza di a 35, 00187 Rome, italy 
—ocefax dd -39-5) 604-0943 


MT 139-6) 684-0288/7 





AUTHORS WANTED 
BY NY PUBLISHER 
Leading subsidy book publisher seeks 
manuscrpts of all types, fiction, non- 
fiction, poetry, juvenite, scholarly and 


religious works, etc, New authors wel- 
comed. Send for free booklet, 


S92, Vante Press, 516 W 
ork NY 10001 USA 


94th | 


CENTRAL LONDON | 
Well sited for theatres, business and late ni; 
shopping. Individually furnished studio à 


one bedroom apartments for rental from £ 
- to £550 per week. Minimum stay one month. 


Letting Office, Nell Gwyan House, 
Sloane Avenue, London SW3 3AX 
Yel: 071-984 8317 O 
Telex: 916358 NGHLDNG 
Fax: 071-823. 7133 


Pall Mall London Swi 


Luxury serviced offices on 
flexible iets. 


Cali 071-976 1144 
Fax: 071-976 1871 


US IMMIGRATION 

igration through ‘gy of 

| l-rewarding real estate or 
posi T American branch companies, 


etc. ALL MATTERS HANDLED BY A 
| LICENSED US ATTORNEY/PhD ECONOMIST. 


Contact Edward P. Gallagher, Attorn 
Law, PO Box 70302, Washin m. DEL.. 
i USA, T Tel: (301) 298-7269. f uc (a 983- 
























TRADING 
COMPANY 


Geneva-based "ow. company 
with. offices. in USA, Canada, Far 
East, Caribbean and South Ameri- 
ca is expanding its client base. Our 
expertise includes: apparel, tex- 
‘tiles, sporting goods, office sup- 








needs handled by. a. company 
"which understands and caters to | 
| businessmen, pitase writerlax: | 
confidence to: d 
| : KYONAX SA 
PO Box 789-1211 Geneva 3 
Switzerland. Fax: 41-22-28.01.33 














Beautifully: renovated 4 bedroom fur- 
D nished. Edwa jan house, with ae 
and conservatory. Quiet location with all 
' sip rb views. 12 minute 
» Forest Hill to London 








per month. Available | 


-Call 081-699 4727. 


- US LIFE 
: NSURANCE COMPANY 


{s looking for a General Agent with 
[ a potential to develop Spain, Por- 
| tugal and some Latin American 
| countries. We offer an excellent 
| schedule, of commissions. Sup- 
-port material in Spanish and com- 

“petitive line of US dollars life 
| insurance policies. Experience in 








“the sale of US dollars is preferred | 


but is not a must. If you are 
interested, contact: 
Jack Valor, Director of Sales 
PO Box 440505, Miami 
_ Florida 33144, USA 





THE PARKES 
LONDON'S LATEST SUITE HOTEL 
LUXURIOUSLY APPOINTED 


HOTEL ROOMS (from) 
SLEEPS2  £90.0 AT 


SUITES (from) 


SLEEPS 4 £150.00 + VAT 


— INCLUSIVE OF: 
Sumptuous English buffet 
breakfast —— 
Colour TV radio 

Direct dial telephone 

| dohin 

Hospitality tray/tea/cottee/ 
chocolate & biscuits 
Complimentary newspapers 
Luxury kitchenette in each suite 
Luxurious appointed bathrooms 
Pen lounge | 

ironing centre/trouser. press 
Room safe 


41-43 Beaufort Gardens 
Knightsbridge 
London SW3 1PW 


Tel: 071-581 9944 Fax: 071-225 3447 
Telex: 268235 


AO GX&G X 9 x00 HEH 0X 





SALARY: £9, 131 -£21 221 
. Closing date: 19 July 1990 Ps 
Lt Ref: SB 72/90 Telephone: Ext 2783. 


| DEPARTMENT OF AGRICULTURE (NORTHERN 
IRELAND), ECONOMICS AND STATISTICS 


| DIVISION 


. Successful candidates will be required to Carry-out research, 
“provide economic advice to administrators and others and 
undertake official studies of either agricultural and rural policy or 
į tha marketing and processing of food and agricultural products. In 
| lition, if subsequently appointed to. a lectureship in the Faculty 
or Agticulture and Food Science of the Queen's University of. 
Belfast, the successful candidates will be required to contribute to 
= teaching and research supervision in Agricultural and id 


Economics. 
| Applicants must possess: 


es at least a Second Class Honours Degree in Agri icultural. 











| . Economics, Agricultural Marketing or Economics, or, 


an appropriate post-graduate qualification in Agricultural 






religion or disability. 
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nomics, Agricultural Marketing, Economics or Econometrics. 


Please write to the Civil Service Commission, Rosepark House, Upper Newtownards Road, Belfast BT4 3NR or üenhony 
| Dundonald (02318) 4567 for an application form (using the extension number indicated and quoting the Job Reference). 
| Completed forms supplemented by a detailed CV must be returned to arrive not later than the closing date stated. 


The Northern Ireland Civil Service is an RENS eed neers and weicomes applications from men and women ed ele of their 





. Economist, Agricultural Economist or Seni 


g and p auo fenica. 


information available, to be most suitable in terms of relevant 
. experience and duanneauoD 


THE EMPLOYMENT 
SERVICE 
is seeking 
TENDERS 


from suitably qualified groups for a three year programme 

of work involving secondary analysis of existing dat 
including development of appropriate methodologies. Pro- 
.jects will require the application of theory to applied 
problems and skills in large scale data handling pu 
modelling. 


The programme will be worked out in n discussion with the 
successful tenderers. However projects are likely to in- 
clude, for example, assessing the value to the economy of 
Jobclubs, and examining the impact of the Social Secuii 
Act on jobsearch behaviour. i 


The programme is likely to involve an input équivaléni t 
one senior researcher and his/her support each year, 
starting this Autumn. 


For information on how to tender, please contact Nicola | 
Kamsika on 0742-596208. . Closing date for tenders is 31 
July 1990. 



























T | 


Students hoping to obtain the. requisite qualifications during the 
1989/90 academic year may also apply. 


Recent and relevant post-graduate experience in econometrics 
and applied statistics or ae ic MR would be an 
advantage. á 


Applications will also be considered fro danis with formal 
qualifications considered by the Northern Ireland Civil Service 
Commissioners to be of an equivalent or. higher standard. 


The appointments will be made at Assista Pie 




















Economist level. 
Grading and starting salery will be related t 











Further increments are Opay, — : Molte. up to 
a maximum of £14,335 (AAE), £18,864 (AE). £22, 953 (SAE). 


The Northern Ireland Civi Service Commissioners may : decide to: 
interview only those applicants who appear to them, from the - 


Civil Service 








215-217 Oxtord St London WIR du | 

















: tagini Contact point: 
| Kameruner Str. 8, D-1000 Berlin 65 
Phone: **-49.30-451 05 64 
Fax **-49-36-453 32 82 
proposes 

PROMOTION IN POLAND 

— achnico-commercial relations 

4 — Service all kinds | 

: {4 -Dream holidays in a nice region 







representation 
worldwide. 













Call (071) 434-0030. 





























| IMMIGRATION—CANADA 









ae Birmingham City Council has made many 
“of economi 
Stil more ce 










€ development. But recognising that 








exists to create and run a new Department in this 
major authority addressing the issues of the 
19906. > 


An over-riding strategic aim for the 1990's will be 
.. to continue to support the regeneration of the 
Birrningham economy and to. ensure that the 
benefits of ecónomic regeneration are 


| community - a vital role for this new Department 
in shaping. and meeting the City Council's 
strategy. — 


Other areas | 16 be covered by the Department 
will include; issues of training and Sinus; and in 


particular working aasely with Birmingham TEC © 
to develop a strategic training framework for 
Birmingham; specific investment initiatives; a 
| sophisticated network of promotional activities; 
valuation and land and property You wil 
play an integral part in influencing the new 
Department's final shape so the further 
particulars will contain only à broad outline. 


pr IRI RECTOR or 
a 


EA e. £60 000 0 plus 
relocation package up 
to £20,000 








international investment Bank- 
ing firm headquartered in Los 
An eles Seeks association with- 
FINANCIAL WHOLESALERS for 


Fax USA 213-854 4940. PO Box 
Ta Vid Hills, CA90213, 


HANDWRITING ANALYSIS 


| Suspect Documents: 






een very successful in the area — 


oe be done a restructuring has been. 
. undertaken and an exciting opportunity now - 


distributed as widely as possible throughout the 


7 eos eigen rz 
colour. gender, sexuality or dis: 1 
job shárera welcome, no Bree MY 


BUSINESS DATA SOURCE. You need 
it—we find it. Quick and inexpensive. . 
Tel: USA A 813-264-6161. 

















to investor 8 





CHARTERED. ACCOUNTANT wishes 
to buy practice or partnership. Tel: 071- 
286 7000. Fax: 071-437 0103. 












THE GLOBAL PORTFOLIO. The news- 
letter of International Investing. Free 
issue. Mercer, '80 Fifth h Avenue; NY, NY 
dd 






Examiner of 



















gest investment houses offers bank or first mortgage guaranteed | Forged/Anonymous writing. 
db dn oe _ Also | 
Personnel/Character Assessment. _ ENCYCLOPEDI "vut ^ Hebloy' > Fc 
peo P. Lavell ` las. 808 pages pius product buyers and. 
n Livin Beaubien Geottrion w , 9 Village Close as. pages pius p yi 
" nc or Mr Stan Siscoe, 1155 Wen, Montreal, Canada H3B 489. Pid auus preg agents. $44 ppd. C/o Airbooks, PO Box 
ae Fax aver is Tel: 071 Eat sot 248, Manchester, MA 01944, USA. ` 


Fax: 071-267 4201 




























The City Council also aims to continue its 
development as a major European City. - 

To carry out. this important and Challengitig job x 
“you must. have an in-depth appreciation of the 
role of a local — authority in economic 
regeneration, and senior management 
experience in a large organisation. 

In return you can expect an excellent package 
including a substantial salary, personal 
allowance, a renewable fixed term contract 
(negotiable, but likely to be for 5 years) free car 
and very generous relocation payment 


The closing date for this job is 16 July and 
interviews will be held during the week 
commencing either 23 or 30 July. 


For an informal discussion, telephone Stephen 
Ward, Director of Management and Personnel on 
021 235 22685. 








For application forms and further 
information available from. 4 July contact 
Denise Cutting, Principal Personnel 
Officer, Directorate of Management and 
Personnel, Snow Hill House Barwick 
Tren Birminghas ^n 
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OUTPUT, DEMAND AND JOBS America’s retail sales edged down by 0.1% in the year to May. | COMMODITY PRICE INDEX 
Japan's fell by 6.9% in the 12 months to March. Canada’s Gop increased by 2.2% in the year to the | Thanks to slumping de- 
first quarter of 1990. In May Switzerland's jobless rate stood at 0.5%, compared with 0.6% a year ' mand, New Zealand's Wool: 
ago—by far the lowest in the table. Italy's unemployment rate increased from 10.9% in April to | Board will follow Australia and cut its floor 
11.1% in May, the table's second highest. In the same period Holland's rate fell to 5.0%, down | price for the 1990-91 season from July; it 
, from 5. 796 a year earlier. Spain's industrial output fell by 5.1% in the 12 months to April. currently stands at NZ$5.25 a kilo.- New. 
En change at annual rate | Zealand's wool stocks have risen from unde 
| ` industrial production. GNP/GDP retail sales [volume] unemployment % rate | 190,000 bales to nearly 500,000 this season 
Satar — dua Sear 9 dun “latest. vearana | Last month Australia's government forc 


























































a 3 mthst 1 year 3 mthst 1 year 3 mthsf 1 year latest yearago | 

| Australa —— 57 327 a 474 3505 *09 37u 63» 63 | the country’s Wool Corporation to lower its 

- Belgum +32 +36 m na na 1167 72 mi 79 w* 84 | floor price by 20% to A$7.00 a kilo, the first. 

| Canada — — 42  -— l1 mw — 4 22 4220 417  -—17 0 76 w 77 | Cutinthe market-support scheme's 18-year 

France — — 12  * 19 w — * 28  * 29 0 ^  - 59 +18 $83 w 100 | history, after stocks reached a record 2.6m 
W. Germany + 46 +26 a +141 + 44 o — +402 — * 40. — — 73 w 79 _ | bales. To help finance the growing stock- 
Holland — 296 — — 29 a — * 91 —* 99 à +1214 ^ * 4? wu" ——— 50 May —— 57 ^ | pile—now approaching 3m bales-—Austra 
HEY uunc eu I a LL UT UIT WE UU NL 009 1 Mas tax on WOO Sales Will Tice fom B9 ¢ 
e ES 1896 in 1990-91. This could cut growers 
TT REESE V EE TE EE RED D MEM E Y Le real profits by a third next season. — . 






THEN NAAA ARREA AAAA E iriam ————————————— MÀU Ó——]ÓÓH 










F05 w +28  * 16 m 21 3 tt wy 57» 65 | 91 Junta — Jun20t - | = pan E: 


DE tt SAUL A ets RMA Rr ly tenn tte inte re oie BF ee A lente a A RL TT MeN SN Ae IT AT PRP ART 


falus index deflated by CPI.**New Series mE EE ETS 
PRICES AND WAGES Italy's 12-month rate of consumer-price inflation slowed for the fourth | Food — 98s — 979  —693 19.4 


> consecutive month in June, to 5.6%. Australian producer prices rose by 6.6% in the year to March, “A Roe ee is 

















: compared with a 6.3% rise in the 12 months to February. Belgium's wholesale-price inflation crept Nati 1399 1417  — 10 £24 — ; 
V s o + ' ] . y e. z COL; . e " NS fa tt ——À 139.9 ; 141.7 aio 1.0 Ms 3.4 
up by 0.4% in the year to March. Italian workers received a 7.6% pay rise in the year to February, | "usc 1650 1635  .— 22 . 96. 
equivalent to a real increase of just 1.276 after slowing for inflation. mia no PORC 
% change at annual rate 5 | 2 — Ali tems 944 984  — 60 -172 | 
consumer prices* E _ wholesale — wages/earningst Food i 73.4 724 = 90 -—215 Ek 
3 mthst 1year = G3mthst 1 year 3 mthst 1 year industrials | AUR M 
M ————Á— — QM M Ó(—— — tn All 1162 1142 ~ 39 ~—142 - 
| Australia — &—  * 70 — * 86 te .— — —* 55 — * 66 Mal 943 ieee + 62 Nov Nee he "ud 22 HR. A 
| Belgium *34. F391 wy | — 62 +04 me Žž č č ž +195 +55 o* `| a Ht 1042 1047 ~~ 32 


orn vara etr NBN Hv IH AP Nei A N rernm Pere mmm Meters mers rue mares rtm y SY ii SI LAH NEA rir A Ay n t a a Ann Na i A d S AIT E rrr reni erem ther rs rr rr rrr rtr mmn 


Irt Mer rr er reat itis taa e e VE UH eS HA NAA rH erri arre a ya a s RR RIAM HP HP Pr eren rur S ie ek n Ma rs qaa qi ta pt T eI NM eee rer rM he een eer hern 


ee Patre eme rrr Amr ra a rq T HIA PUSH Pre trem rema ae n a t a a a a e A a a rr eA armor 
A AAAA AANA AA Ari enana mannanna aana CÓ RRIPRRERRRRRRRRRRRRAR S RR RR, 
—————— RAA ANNAA 
Makeita ree nairement M A Aieiaia a A aa A A 
itat, par REAA AAAA EAA E E A Ei E NE AEA AE E E E e UR 
ERR RRRRRRRRRRRRRRRRRRRRRRMRIMEPERRERRRERRRRRERfet 


ESI + 44 Ww — 1+ $1 My £40 — * 41 y | Spertarel — 1578 1608 — 29 


e Hy wage rates in manufacturing except Australia, A, weakly earnings; Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA, hourly ~ ġ Provisional ++ Non-food agriculturals 
fas; UK, monthly earnings for ali employees.t 1989 : i 



























..8 FOREIGN AID Rich countries locked 
| meaner last year: their aid to the developing. 
< world fell by 2% in real terms (after taking — 
account of changes in prices and exchange 
rates), to 0.33% of cNP—the lowest since 
1977. But this was mainly due to. exception- 
ally big contributions in 1988 to IDA, the soft- - 
loan arm of the World Bank. America i is no 
- longer the world's biggest donor in absolute 
terms: last year it was overtaken by Japan. 
America's aid has almost halved from 
0.2796 of its GNP in 1980 to 0.15% in 1989— - 
the smallest ratio of any donor, and half 
. Japan's 0.32%. Australia and New Zealand 
. have also cut their aid sharply. The biggest 
increases in aid in the 1980s came from the 
four Scandinavian countries, plus France 
and italy. Sweden, Norway and Denmark. 
. gave 1.0% of their GNP in aid last yen, 
| Fosaa appa toa ie A gur 
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Bi EAST EUROPEAN : SAVINGS Economists. WORLD BOURSES Stirred by foreign investors, Frankfurt rose 3.5%—the week's biggest rise. - 
worry that once currencies become fully” Madrid was close behind, gaining 3.3%. Hongkong climbed 2.0%, hitting a new 1990 high. London 
convertible in East European economies, edged up 1.3%, Wall Street lost 1.8%, Tokyo fell 1 ie and the world index shed 0.896. 
households will blow their huge savings on a | Stock price indices % Change on 

spending spree. But how large is the over- Jun 26 . 190 one one record 31/12/89 

: hang of savings in these economies? The high low week year SIE oe, ee 





can, based pl figures from the Bank for | julia 1513.1 17137 — 14345 +09 + 03 -344 . —82 — 88 
international Settlements, suggests, that | gi. 6250.3 65994 55682 m F 29 Geo — — 28 +02 
with the exceptions of East Germany and | camada 34962 40095 33342 -— 10 -— 75  -150 —120 -130 

Bulgaria, household savings ratios are no | France 544.5 5646 482.9 +19 +18 -33  -—17 414 
higher than.in Western Europe. Indeed, in | W.Germany — 23023 2414.0 21515 +35 +258 -46 +51 +64 
Hungary, Poland and Romania the ratio of | Holland 199.3 206.3 184.2 kit o t12 253  -—17 08 

. household savings to the average wage is | Hongkong 3202.4 3292.4 2738.2 +20 + 475  —166 +161 +16.4 
half-the average in the West. Since the | Maly 7473 763.5 646.7 4 15 +156  -—177 +87 4127 
1970s, however, savings ratios have risen | Pa" 315718 387129 280021 — 15  — 57  -—189 -189 —248 
faster in the East than the West. Moreover, | Singapore —— 15256 1607.1 Lk MEL NES RU RPM NR RES 
| South Africa — 2937.0 3211.0 2794.0 4 03 +16  Á—85 453 — 72 
as the Bis points out, a larger chunk of Spain 2923 202.9 2482 138  — 6&0 Ni ET. Y 45 
‘savings in these countries is likely to be held | sweden ^ 12878 13178 11272 ^ € 15 4 58  — 62 121 +43 
in cash, for which figures are often either | switzeriand 8227 825.1 7376 +13 4 40  —08 482 4188 
unavailable or unreliable. UK 2399.8 2463.7 2103.4 + 13 + 88 — 26 1.0 ~ 79 

| | USA 2842.3 2935.9 2543.2 — 18 4 125 — 32 + 32 4 32 
World 511.3 571.0 468.3 —08 + 05  -105  —99 -99 


i Morgan Stanley Capital international fConverted at financial rate 


2 ————— ——— ———————77''''7'-M —Á—————MM0M———————————— 
MONEY AND INTEREST RATES Italy's broad money supply grew by 10.0% in the year to April; its 
narrow money, M1, grew by 9.796. Sweden's broad money increased by 8.196 during the same 
period. Canada's banks trimmed their prime-lending rates by half a point, to 14196. 


Money supplyt Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 
% rise on year ago Money market Commercial banks Bond yields Eurocurrency 
Narrow Broad Overnight 3 months Prime Doponits. Gov't Corporate Deposits Bonds 
[M1] lending long-term 3 months 


Australia +49 +183 a 1505 1511 18.75 ee 13.57 1462 14.63 14.62 
`- Beigium +55 + 94 a 975 9.40 1325 9.20 9.93 9.97 981 997 
Canada — 30 — 4102 my 13.50 13.70 14.25 — 1370 10.89 — 11.63 13.38 12.56 
France +59 +56 m 9.88 988 10.50 10.06 980 10.39 994 9.88 
W. Germany + 42 + 4.0 a 7.85 8.20 10.50 7.46 8.90 8.90 813 9.02 
Holland +35 +143 ma 7.56 8.22 1025 8.22 8.91 9.40 8.10 9.16 
italy * 97 +10.0 ap 1163 11.50 13.00 na 11.22 12.05 11.13 11.68 
Japan ~ 06 +13.2 my 7.34 6.86 7.13 3.63 7.19 7.01 744 6.98 
Spain +23.4 + 87 my 1473 15.00 16.25 7.25 13.17 13.57 14.58 13.48 
Sweden na + 81 a 1200 12.65 1400 12.50 1305 14.38 1225 1327 
Switzerland — 8.1 + 31 wa 878 8.81 11.00 — 8.06 6.23 6.77 881 6.70 
UK +69 +17. may 1488 14.94 1600 14.88 11.05 1280 14.72 12.38 - 
USA +32 +26 ay 8.31 8.15 10.00 — 828 8.49 9.39 831 913 


Other key rates in London 3-mth Treasury Bills 14.3%, 7-day Interbank 14.9%, clearing banks’ 7-day notice 4.0%. Eur 
. fates (Libor): 3 mths 8.3%, 6 mths 8.4%. 


Mie UK MO: Ma ox ccu EE N E sev CDs, Spain M3--other assets, UK M4. Definitions of interest rates quoted 
vati n rye Goart Duce Bibao Vaya Crase Hamat Bn Ga Comme (eg), Ge mm Credit Lyonnais Bank Nederland, Svenska 
—e Wesipac Bining Cup. Cor WEPA Group. These rates cannot be comtiruod as olli 














currency sits por $ Camera. 












latest latest 12 balance $bn ee 3 - i 
Australia + 0055 | — 36 — 16.2 Aw 917 886 1.27 1.31 221 168 157 124 130 
igium | : 5 + 39 9 1114 —— 105.8 34,3 40.9 5905 454 = 423 = 108 101 
1037 1037 117. 1.19 204 154 . 144 142 154 
104.3 989 X 561 663 9.73 243. 692. 281 ^" 257 
14728 — 1125 — — 187 1.96 290 . 221 2.06 615 563 
140 — H02 — 1.88 2.21 327 249 2.32. 17.0 14.5 
| 101.1 98.9 - 1224 1414 2124 . 1622 1511 52.9 39.5 
u | [ 190 732 99.4 
| | | 127 41.5 38.2 
7.46 10.7** — 75 
1.74 223 200 
= 949 > | 0.71 33.9 41.9 
1.23 652 392 — 


fAustralia, France, Canada, Japan, UK and USA imports fob, exports fob. Al others cif/iob. 44 Bank of England index 1885 = 100, Reserve Bank of Australia index 1985 = 100, New series. F? Excluding gold. “March P 
Registered as a Newspaper. Produced by The Economist Newspaper Ltd., London, England, and printed in Singapore by Times Printers Pte. Ltd. . 



















































“The Economist 

= Conference Unit iS 
pleased to bring to 
your attention our 
forthcoming 
conferences featuring 
contemporary leading 
experts and top 
management ona 
range of business, 
managerial, financial 


and political issues 








Among those scheduled for 1990 are: 


J international Investor Relations 
Effingham Park Hotel, Sussex, July 9-10, 1990 


wd The Aspen Seminar 1990 
Munster Lovell Mill, Oxfordshire, September 8-15, 1990 


.J Solving Key Management Issues in the Privatised Water 
Industries 
Royal Garden Hotel, London, September 12, 1990 


J The Integration of Telecommunications and Broadcasting 
Royal Garden Hotel, London, September 17-18, 1990 


LJ The Greening of European Business 
Marriott Hotel, Munich, West Gerrnany, October 4-5, 1990 

J Managing Performance: creating the dynamic environment to 
understand, measure and stimulate the people part of management 
South Lodge, Nr Horsham, October 7-9, 1990 


.] Quality, Service and People Management: The Disney Seminar 
Orlando, USA, October 14-19, 1990 

J The 1990 Retailing Conference: International Strategies 
for Success . 
inter-Continental Hotel, London, October 25-26, 1990 


] Life Long Learning 
Royal Garden Hotel, London, November 4, 1990 


J Distribution Channels in Marketing 

South Lodge, Nr Horsham, Sussex, November 4-6, 1990 
J Business to Business Marketing 

London Marriott Hotel, London, November 8, 1990 


J Tom Peters 
Wembley Conference Centre, Loncon, December 3, 1990 


For further information send the form. below to: 
Angela Durnford, The Economist Conference Unit, 25 St James's Street, 
London SWIA IHG. Telephone: 071 976 6565, Fax: 071 931 0228. 
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Joe Matsau is making life easter 
for the villagers of Lesotho 






Joc M At S au The de-forestation of some parts of Africa has been a matter of survival, 


not profit. In the mountainous kingdom of Lesotho, generations of 


villagers have had to live off the landscape for fuel to cook and heat 






ə their homes. 

1f)! Joe Matsau of the Lesotho Electrical Company has a promising 
alternative. He is directing a long-term rural electrification programme 
which will make his country energy self-sufficient. 

4^4 ; cit ! t O Hydro-electric power is the key, with transmission lines reaching 
LAM y M. up to over 2,000 meters into the “Kingdom of the Sky", as it is 
known locally. s 


Village by vi M Lesotho is switching — 


ingenuity. 
“We still have a long way to go”, says Mr. Matsau, “but the 
; th ~ Sk 2) . programme would never have seen the light of day without ABB's 
in C x | y * help- not just their technology, but their skill in identifying crucial aid 
and loan sources for us." 
"The world is changing fast. ABB is helping us change even faster 
to catch up." 
ABB is a leader in electrical engineering, committed to the 
development of new and better ways of generating power, getting it to 


where it is needed, and using it efficiently. 








ASEA BROWN t BOVERI 
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FURNISHED, SERVICED SUTTES 





At Pacific Place 88 Queensway Hong Kong 


For more information, please contact 


Mr. Eddie Wong 804 6063 Miss Tuzie Cheung 844 3868 


OPEN MONDAY TO SATURDAY 
( TEL: 804 6063) 





» 
Take il eas 
there's no need to venture out 


when you live at The Atrium 


Within the Pacific Place complex are a wide selection of 
eating, entertainment and shopping facilities. 


Fhe Atrium offers an unparalleled range 
of services and features: 


136 furnished and serviced suites conveniently located on the 14 floors above the 
Marriott Hotel 
Owned and managed by Swire Properties Limited 
As many as 10 different designs with sizes ranging from studios of 606 sq. ft. to 
spacious duplexes of 3,588 sq. ft 
Se ( mpletelhy furnished and fully equipped with cutlery, crockery, linen and 
electrical appliances 
Centrally airconditioned for year-round comfort 
Magnificent harbour views 
In-house movies 
Complete daily maid service 


Security system with sophistic ated equipment and well-trained stafi 


8" mm www 


Marriott Hotel's swimming pool, health club, business centre, restaurants and 

room service are conveniently available at no extra charge or with special 

discounts 

E Easy access to transport services and within walking distance of the rest of ( entral 
District and Wanchai 

B Pacific Place facilities will, on completion, include The Mall, an 800,000 sq. ft 
shopping complex with eating and entertainment facilities, a car park in the 
basement, two first class office buildings, luxury apartments and three major 
hotels 

8 immediate Occupation 

E Rents starting from HK$22,200/ month are inclusive of management fees, maid 

service, air-conditioning, furnishings, household appliances, utilities and 

government rates 


AVAILABLE FROM THREE MONTH TO TWO YEAR LEASES 
VIEWING BY APPOINTMENT ONLY 


SWIRE PROPERTIES LIMITED 


44rd Floor, One Pacific Place, 88 Queensway, Hong Kong 
Telephone: 844 3888, Telex: HX74217, Fax: 810 1547 
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‘Tod the best advisors put themselves in your place. 


When you're at the helm of a company, strategy is never 
out of sight. 

Products. Markets. R&D. How to capitalize on your com- 
pany s basic strengths or offset its weaknesses. 

One option, of course, is a merger or acquisition, an asset 
sale or recapitalization. Here, the best advisors are those who 
focus on your bottom line, not their own. 

High on that short list is Bankers Trust. An advisor whose 
primary goal is to further your strategic aims. 

Our broad international client base keeps us on top of the 
strategic needs of companies everywhere. 

And as merchant bankers, we structure transactions as 
if we were putting our own money into them—which, in fact, 
we also do. 


Solid, sensible strategic opportunities lie just over the 


horizon. Helping you reach them is one of the things that 


Bankers Trust does best. 


Bankers Irust 


Bankers Trust New York Corporation 





Because today isn't yesterday. 
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^"Asia's non-stop plans to: 
J| the world’s fastest-growing 
à airline market, page 65. 


| Trade' s time bombs 


| At their Houston summit, 

| world's leaders need to remit 
| themselves why free trade is 
| 

| 








valuable—and vulnerable, 
-page 12. How GATT will battle 
over trade in ideas, page 68.- 
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: their faith on GATT, page 39. 
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R—How could ic a e 
l and usually well-informed 
urnal so misrepresent the con- 


utional situation in Canada 
une 16th)? 


he Meech Lake accord—a re- 
nse to Quebec’s five reason- 


Ws. objective received the ex- 
'ndorsement of all provin- 


parliament. and. eight of the 
ovincial legislatures repre- 
ting 9496 of the population. 
Quebec's re-integration was 
ot to be achieved “at virtually 
Cost", 


ed by previous governments 
r constitutionally or admin- 


You incorrectly imply the ac- 


nded the unanimity rule in the 


additional significant matters, 
otably Senate reform and the 
creation of new provinces, thus 
giving all provinces an equal 
voice. The general amending for- 


en provinces with 50% of the 
opulation, would have re- 
ained for most constitutional 


ble proposals ‘of 1985— would 
ave resolved this issue. The | 
onstitutional means to achieve | 


premiers and, subsequently, © 


as you claim. All of - 
accord’ s elements had been - 


trative y—often in more gener- 


d assigned Quebec a. veto 
over most future constitutional - 
changes. In fact, the accord ex- 


1982 Constitution Act to a few - 


ula, requiring the assent of 


m "SUBSCRIPTION e 
M] E Singapore 2261, Republic of Singapore 


your readers that the accord 
would have recognised Quebec 
as a distinct society "within Can- 


. ada" and that Quebec's role to 


"preserve and promote" its dis- 
tinct identity was qualified by its 


» role to preserve Canada's lin- 
Quebec's absence from the : 

onstitutional table since 1982 - 
put Canada's unity in question. 


guistic duality—which, the text 
made clear, included English- 


speaking Quebeckers. 


. Though the accord has failed, 
1 am confident Canadians’ ca- 
pacity to bridge their differences 
will endure. But it is most unfor- 
tunate we could not close this 


chapter in the spirit that marked 


the accord's approval by all first 
ministers on the shores of 


‘Meech Lake in April 1987. 


LoweLL MURRAY 
Minister of State for Federal- 
Ottawa Provincial Relations 





SiR— You are right about Cana- 
da's inventive ability to tie itself 
in knots. Canadians pay their 
taxes, rotate their tyres, and read 
instruction booklets from cover 


to cover. Quebeckers are differ- - 


ent: they do not always obey the 


rules. Their energy level is higher 


because the vociferous, argu- 


mentative and proud Quebeck- 


ers know how to live. If it 


weren't for the French influence, | 


we would be just like our large 
neighbour to the south. 
The resistance to a sensible 


constitutional arrangement. lies 


in Quebec's insistence that it be 


given special powers. Unfortu- 
nately, these powers are likely to 


be used to restrict rights rather 


than entrench them. Faced with 
a — birth-rate and sur- 























Quebec ‘governments see aan 
tion and the autonomy of sepa- 
ration as the solution to retain- 
ing their culture and avoiding 
the inevitable. 

Quebec has to stay part of 
Canada. If it separates it may be- 
come as bland as the rest of 
Canada. ~ 


Montreal Timotuy Hour 





Lioyd’s and Outhwaite 


SiR&— Your article on Lloyd's. 


(June 16th) refers to the 
Outhwaite affair in the judi 
words: "The fuss over. 

Outhwaite syndicate is one i 


_ of that: some £200m ($340m) in 


losses is less telling than the fact 
that market ínsiders benefited 
while outside investors paid the 
price." The clear inference being 
that somehow those members of 


lloyd's working in the market 


transferred losses to external 
members. 


This is totally untrue. By their | 
very nature, 


syndicates — at 
Lloyd's contain a mixture of 
working and external Names, 
usually in the "total member- 


ship" ratio of one to five. 


Indeed, of the 1,610 Names 
on the Outhwaite 1982 syndi- 
cate, 345 are working Names. Of 


the 187 Names on this syndicate 


who were suspended from un- 
derwriting last year because they 
were unable to meet required 
levels of solvency, 46 are work- 
ing Names. 





Murray LAWRENCE 

Chairman 

London Lloyd’s of London 
 Benin's freedoms 


» StR-—Your comments on the po- 


litical evolution of West Africa 


. (une 2nd) appear uncharacteris- 
tically inaccurate and outdated 


as far as Benin is concerned. 
Benin is today a true democ- 


| racy: with the dismantling of the 


institutions inherited from the 


now. defunct Marxist-Leninist 


regime, all executive powers are 


_ transferred from the president 


to a prime minister elected by 


_ the National Conference of the 
-Living Forces last February. The 
mandate of the present govern- — 
ment is to steer the country to- 


wards a more formal state of 
democratic government. A ref- 


. erendum will decide this month 
.on the adoption of a new demo- 
ee Trat wosk in Jere by The Ea 


a Ne — 


~ free elections 





The press (31 newspapers at. 
the latest count) is free, political 
parties totally unconstrained are, 
forming everywhere, and all fun- 
damental liberties effectively 


. protected by the full force of the 


law. Benin was recently pro- 
nounced by Amnesty Interna- 
tional a country where political 
internment has ceased to exist. 
These achievements have 
taken place quietly and without 
any bloodshed, which may ac- 
count for the apparent lack of 


| public awareness. 


Cotonou, TOUSSAINT Tcurrcy 
Benin Minister of Information 





Let NATO die 


SiR—Can the nonsensical talk 
NATO being transformed intc — 

"political body" be stopped? ^ 
NATO is a military organisation 
made up of people with a mili- 
tary mindset. lt is next to impos- 
sible for groups to change their 
ways, and the military mind is 
one of the most unmalleable (af- 
ter the religious one). It is dife 
cult. to imagine NATO working 
with, or allowing the integration 
of, countries which are still per- 
ceived as its enemies, the very 
reason for its existence. 

Europe needs new institutions 
which acknowledge the depth of 
change which has occurred. 
NATO served its purpose well. 
That purpose is finished; allow it 
to die a natural death. 





Mons, 

Belgium ]EFFREY CHOCHON 
Lawson's pound 

Sir—In “Whatever became of 


the Thatcher miracle?” (June 
23rd) you refer to the alleged 
consequences of "Mr Lawson's 
decision to peg the pound to the 
D-mark in 1987-88". In fact, the 
pound was kept at around DM3 
(a higher rate, incidentally, than 
today) for almost exactly a year, 
from late March 1987 to early 


March 1988. The one-point re- 


duction in interest rates (from 
10% to 9%) that occurred over 
that period was more than ac- 


counted for by the 1!^-point re- 
: duction made in direct response 
^to the October 1987 stockmark- 


et crash, a response that was 
widely criticised at the time as 
inadequate. 
It is worth recalling, t * 

















RECRUITMENT CONSULTANTS GROUP 


3 London Wall Buildings, London Wall, London ECeM BEJ 
eli: OF 1-568 35863 or 07 1-558 a576 
Telex No. BB 7374 Fax No. OF 1-256 850% 
























“Outstanding dobortunity fora an 1 individual with fluent Japanese language skills to 
gain a first class anes and early responsibility asa trader: 


AART 02 . BRABEOTESE $5 


if you have these sills then we will train you to ) become a 





£15, 000-£35,¢ 000 + -BANKING BENEFITS 
CAPITAL MARKETS SUBSIDIARY OF A MAJOR JAPANESE BANK 


i ins part of our client’ s planned growth objective of further developing its Equities and Warrants trading. télim; we invite applications 
^^ from candidates, preferably economics or business graduates, aged under 30, who can speak fluent Japanese and write Kanji, who: 
<- feel they have the potential to be trained as trader in Japanese Warrants. Although full training will be given it is essential to be able - 

F to communicate in Japanese on a business level as the close development of relationships with Japanese clients in Japan and UK = 
- will be key. Important personal qualities are to be self-motivated, able to work indbpendanty.a as zd di a team and above all be = 

tesults orientated. tI | 

Initial base salary is negotiable £15, 000-£35,000 plus banking benefits. E. 

For this appointment we are particularly keen to hear from candidates in strict IS ioe by telephone on 071-628 0969 or. 

alternatively written applications under reference JWT23483/E will be forwarded to our client. If there are any companies to whom. _ 

- you do not wish your application to be sent, these should be listed in a covering letter and the envelope marked for the attention of 

the Security Manager: CJRA. | | 


| : rine 

















TELEPHONE: 071-588 3588 or 071-583 3576. TELEX: 887374. FAX: 071-256 8501. 












. 8 LONDON WALL BUILDINGS, LONDON WALL, LONDON EC2M 5PJ. 








Managi MANCHER Ravens 
INTERNATIONAL MARKETING CONSULTING GROUP 


London Salary negotiable "i 
Overview 


management to motivate t management. implement strategies and generate 
The Managing Director Europe i is a challenging. high profile position in an 


substantial long term cash flow. 
international company which is an acknowledged leader in marketing R e q ui l Fe d E h aracter i s Í l CS. 
consulting and research. The company serves "blue chip" clients in a variety 


An energetic, entrepreneurial, hardworking achiever is sought to take on 
of businesses, with particular emphasis on the media, packaged goods this exciting position. The candidate's qualities and career background 
>. companies and dme agencies. B 


should encompass: 
è A successful track record i int n building substantial value in business. 








Res P o Hn 5 I bilities e Management of client service intensive business. 
Reporting to the Chief E xecutive Officer worldwide. the Managing Director. * = International management, 
based in London, will be responsible for leading the European subsidiaries e A highly analytical mind that is comfortable with strategic decision making. 
and directly managing the U.K. sarin which is the company's largest e Strong financial skills and a cash flow orientation. 





division. The Managing Director will be responsible for rapidly expanding 
both the Western and Eastern European markets. Enormous opportunity 
exists to build on the very solid foundation that currently exists. 

The Managing Director will take the leadership role in developing and 
implementing a value-maximizing strategy for the European/U.K. 
operations. This involves: 

@ Assessing and implementing the value creation opportunities for 
current businesses. 

e Initiating and executing the development of corporate expansion 
strategies (including major acquisitions) to create additional 
shareholder value. 

The MD will work closely with the European subsidiaries and corporate 


Relevant career experience may include management consultancy, 
marketing (particularly in television or consumer goods), market research, 
advertising and commuriications/PR. 


Compensation 

Remuneration will be competitive with a substantial inc entive programme, 
Incentive bonus will be based on the Re ofi ong term cash flow. Full 
executive benefits will apply p 

All correspondence will be handled i in strict confidence and acknowledged. 
by the Company's executive search. consultants, Please reply to Box No. 
3705, The Economist Newspaper Limited, 25 St. James's Street, London 
SWIA IHG enclosing CV and current salary details. 




















: ea the pce od rate con- 
‘stant at 3.8%). So, even by the 
end of the period, the real inter- 
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Permission to pollute 





















































good way to reduce pollution is 
to give polluters tradable per- 


that you did not suggest this in 
Why not agree upon a stan- 
ard for comparing countries’ 


mes of. greenhouse. gases, 


otal value of these permits 
et level of greenhouse-gas out- 


ountries would be able to sell 
their spare permits to big pollut- 





renewables. Poor countries 
could use the revenues to de- 
velop in more sustainable and 
energy-efficient ways. Countries 
like Brazil would get extra per- 
mits because they have forests 


mosphere; permits that would be 
lost if the forests were cut down. 
> Some countries might hand 
Out such per-capita permits to 
he general public, generating a 
domestic market. A gallon of 
petrol would have an established 
arbon-dioxide figure and so 
ould cost a certain amount in 
ermits. Cyclists could sell spare 
ermits to motorists and to 
rmers with flatulent cows. 


Durham CRAIG MACKENZIE 





raud in labs 

ik—Though you mention Dr 
the Baltimore affair (“When sci- 
ence turns nasty”, June 9th), you 
ppear not to appreciate its 


importance. 


dentists are supposed to do. 


lasting value by accurate | com: 








est rate remained in excess ofe. 
ono : Statement of the problem, refus- 
ing to allow it to be overstated. 
_w Asa reward for-ac 
. Scientist is ethical bound to do, 

o Dr € Toole' s 
ud destroyed. © 

SiR—You kayé often aid "d A os 


mits to pollute. I was surprised 


.. publica 
eenhouse-gas production: say, ^ 


ighted for heating effect, pro- - 
d per head. Countries could i 
e given permits to pollute.. The : 
ould be the annual global tar- - 
ut. Poor or energy-efficient - 
rs. This would raise energy 


prices in rich countries, encour- 
aging efficiency and a move to ` 


sucking the gases out of the at- 


Margot O'Toole's inability to . 
find a professional position on 


Dr O'Toole did precisely what. 


he made proper reference to` 
riginal data in order to ensure 







she 


the proper authorities and was 
careful to. make an. accurate 





ting as every 


arger was 

I became reread in the gray 
area between carelessness and 
actual fraud when confronted 
with it as a graduate student. As 
with Dr Q'Toole, some data 
taken in the laboratory I worked 


in were clearly not consistent 
„with what was submitted for 
n. Being made aware, . 
rather pointedly, that 1 had the 
choice of remaining silent or ter- 





minating my career without be- 


ing able to correct the problem, | 
chose to remain silent. 


I spent some ` years asking 


around after this experience, 
and came to the disturbing con- 


clusion that perhaps one in four 


scientific papers has some (usu- 
| ally minor) difficulty of this sort 


associated with it. In most cases, 


‘it really is not important that the 


record be set straight. In a few, 


however, it is crucial, and this is 


not in general done nowadays. 


Tucson, 


Arizona ANDREW CUTLER 


Educanao boat t people 


Si&— Your jesder ("All at sea", 
June 23rd) correctly attributes to 


repatriation part of the massive 
. decline in the arrivals of boat 


people i in Hongkong, during the 
first six months of 1990. There 
is, however, another reason for 
this decline. 

In January the United Nations 
High Commissioner for Refu- 
gees, with the full collaboration 
of Vietnam’s media, launched a 
mass-information campaign in- 
side North Vietnam. The pur- 


.pose of the campaign is not to 
deter bona fide refugees from 


seeking asylum but rather to in- 
form prospective boat people of 
the existence of refugee-deter- 


mination procedures, conditions 


in camps in Hongkong and pros- 
pects for resettlement in third 


countries. 


-it ds. this information cam- 


$ paign, to which the Vietnamese 
authorities are fully committed, 





pid. with > voluntary re- 
riation that accounts for the 





| i 85% decline in arrivals in Hong- 
-kong compared with the first six 


parison with it. When she dis- 
covered discrepancies, 
brought them to the attention of 






onda of last year. Unfortu- 


now must meet refugee criteria 


in order to qualify for resettle-- 
ment. UNHCR is now planning a 
similar campaign in South Viete- 
nam. We hope it will encourage - 
people to leave by the orderly de- 


parture programme (60,000 de- 


partures planned this year) and - 
. deter those who do not qualify 


for refugee status, and hence for 
resettlement, from risking their 
lives in what has become a tragic 
and useless endeavour. | 

ALEXANDER CASELLA 
Bangkok UNHCR 
PETERE TORRES Oe 


NHSlowdown - 


Si&— You indicate (June 16th) 
that Margaret Thatcher may ask 
health authorities to act more 
slowly in- drawing up contracts 


for the provision of health care. 
This may be easier said than | 


done. My own Camberwell 


Health Authority has been nego- 
tiating for the past eight years 
with the neighbouring Maudsley 


Health Authority over the provi- 
sion of psychiatric care for local 
people. The two health authori- 
ties have spent innumerable 
man-hours planning and argu- 
ing about costs. Progress was 
slow but discernible until the 
contractual arrangements con- 
tained in the white paper were 
published. Since then, the finan- 
cial disputes between the two au- 


thorities have escalated and 


blocked all further progress. 

If health authorities are under 
orders to proceed more slowly, 
can it be expected that it will 
take 16 rather than eight years to 
draw up contracts for the care of 
psychiatric patients? 

Rosin Murray 
London [Institute of Psychiatry 
cM es 


Reagan’s deficit 


SIR—1l am surprised to find you 
repeating the canard that Ron- 
ald Reagan's tax cuts caused 
"huge budget deficits" in the 
United States (May 19th). In 
1980 federal revenues equalled 
19.496 of GNP, and expenditures 


were 22.196. After his tax cuts, . 


revenues equalled 19.4% of GNP. 
The problem is that spending 
shot up to over 24% of GNP be- 


fore subsiding to 22.396 by 1988 © 

(figures vary from source to | 
source, but the general picture is _ 
_ clear). 







nately the majority of boat peo 
ple are still not aware that they 











: dmittedly the. | president 
bears more than a little respon- 


sibility for the spending side of 


the ledger, but it is important to 


realise that Arthur Laffer does 


indeed get the last laugh in this 
matter, For the whole point of 
the “Laffer curve” was that there 
is a difference between tax rates 


< and tax revenues and that, while 
policymakers may think in terms 


of revenues, they can directly af- 


. fect only the tax rates. Mr Rea- 


gan's tax cuts in fact: brought in 
substantially more revenue than 
was projected by the Carter ad- 
ministration without the cuts 
(the total real increase in federal 


. revenue from 1980 to 1987 was 
. 62906). This is exactly what Mr 


Reagan had promised would 
happen, to general derision. 
Strangely, that derision has ner- 
sisted not only on the left, 
also on the right, even thougn ne 
was proved correct. And people 
accuse Mr Reagan of being obliv- 
ious to the facts. 


Calgary -JouN ROBSON 








Sorry, we d—-ed it 
Sir—In your review of North 
American novelists (June 30th) 
you reported that a character in 
one of Mordecai Richler’s books 
tells his wife: “If God exists, I’m 


fed." 


Since there cannot be a single 
reader of your newspaper who 
does not know what f-~ed 
means, what is the point of miss- 
ing out the “uck”? 

Do you really fear that you 
have readers who are silly 
enough to be offended by sesing 
words spelt properly? 

Barnstaple, 


Devon VERNON COLEMAN 


Special Report No: 2039 
Construction Materials 
and the Environment 

- Preparing for Stricter 
Building Product Standards. 


| Damage to the environment is now a 
major concern of many industries - not 
east among the construction and 
d ment companies currently 
shaping our urban environment. This new 
_feport examines legislation on building 
_ product standards, EC agencies and 
research projects, case studies of 

" specific products and a comprehensive 
Survey of UK professional institutes and 

research. organisations and their 
attitudes 1o the environmental issue. 
Price Posee age: £150 UK & Europe, 

M Amerie £153 Rest of World 





n Economist Intelligence Unit 


Marketin 215 Park Avenue South 
40 Duke po EU New York, NY. 10003 


TOW, UK — USA : 
Tet da 1 s ent zi = (212) 480 0600. 
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Qualifications Earned PhD in molecular biology, at 
least five years of widely ranging experience with 
biotechnology-related research; fr 
of new technologies for improving the plant breed- 
ing process; experience with any one of ICARDA's 
crops (wheat, barley, chickpea, lentils forage le- 
gumes); fluent in spoken and written English. 
Post The position reports to the Deputy Director 
General/Research, and is based at ICARDA’s 
modern headquarters and main research station 
located in a rural setting 35km from Aleppo, Syria. 
Benefits Salary paid in US dollars based on experi- 
ence and qualifications. Benefits include housing 
allowance, paid home leave travel, a contributory 
retirement and health package, provided car, free 
enrolment for dependants at the ICARDA-adminis- 
tered international school (K-12), and other interna- 
tionally competitive conditions of service. 
Application Qualified applicants are invited to send: 
1. a curriculum vitae with recent salary history; 
2. names, addresses and telex numbers for three 
rofessional referees; 
, photocopies (non-returnable) of other relevant 

supporting documents, E 
to Dr Aart van Schoonhoven . 

Deputy Director General/Research 

ICARDA. PO Box 5466, Aleppo, Syria 

Telex: 331208 ICARDA SY, or 331263 ICARDA 


Telephone: (963-21) 213433, 213477, or 234890 
"Reference please quote position no DG/02/90 on 
application. 
Announcement date 21 June 1990. 
__ Selection Process Begins 31 July 1990. 
ICARDA is an Equal Opportunity Employer. . 
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provide upto 3096 of project costs for private power in Pakistan 


| proposals from local and foreign investors to set up power plan 


| professionals to help him evaluate and negotiate the -projects 
| proposed in the private sector. The experts will initially be hired on 
| two year contract, extendable to four years, and will also have 


| the DG. | 


| on an initial two year contract: | 
| (i) A Director Mechanical - An engineer with Masters Degree and 
| at least fifteen years appropriate experience to advise the DG on al 
| issues related to the design, construction and ooeration of power. 


| fifteen years appropriate experience to advise the DG on all electrica 
| aspects related to the design, construction and operation of powei 
i plants... | EU 
| (iil) A Director Finance - ACA/CPA with an MBA and at least fifteen 
| years appropriate professional experience, knowledgeable in private 
| power and project development issues, who can advise the DG on 
| all matters related to evaluating and financing a power project. 


rm understanding | 


Degree and at least ten years appropriate experience who can design | 
| a data base and MIS for the office and develop programs to assist. 


| (vy) Two Financial Anal l 
| years experience each, to assist the Director Finance and focus 


(vi) A Systems Analyst - An analyst with a Masters Degree and a 


| Selection will be made by a panel of very senior GOP officials an 
| posts at (i), (i), (iii), (iv) is within Rs. 350,000 to 550,000 per a 
_and that for positions (v) and (vi) between Rs. 250,000 to 450, 000 f 
| must be computer literate. 
| visibility with the senior-most levels of GOP operations and 


| Applicants should therefore be prepared to work in a very challen 





PROFESSIONAL VACANCIES IN PAKISTAN 


Internationally qualified power generation and project developm 
professionals are invited to express interest in working to he 
Pakistan overcome serious power shortages and achieve i 
development plans. |" | | 

The Government of Pakistan (GOP) has launched a bold new poli 
to involve the private sector in power generation. The GOF 
obtained commitments from the World Bank, Japan EXIM Bank | 
the United States Agency for International Deveiopment for $ 
million and is expecting a further amount of $200 million from. 
bilateral donors for an Energy Development Fund. The Fund w 































































response to this initiative, the GOP has received more than 


Pakistan totalling over 4,000 MW. 


To Implement the Private Power policy of the GOP a special Private 
Power Cell has been created under a Director General (DG). The DG 
is looking for highly motivated, qualified and experienced Pakist 





option to join regular. GOP employment, with no loss in 
compensation, when their contract ends, The professionals will work 
very closely with expatriate consultants who are currently assisting 


vien 


The following professionals are presently required to be appointed : 


plants. T" x "T | zd 
(li) ADirector Power - An engineer with Masters Degree and atleast 


(ivy A Manager MIS - A computer systems expert with a Masters 


the DG evaluate power projects. - 
sts - CA/CPAs or MBAs with at least five 





specific project financial analyses and evaluations. | 


least five years appropriate experience who will assist the Manag 
MIS and focus on specific project data analysis and evaluation. 


donor agency representatives. The salary and benefits packag 


annum, depending on previous salary history, education, re 
experience and substantiated record of achievements. All applicar 


The Directorate for Private Power is a new establishment. It has hi 
expected to respond effectively to the power crisis in Pakis 


and demanding environment. The Directors will be in charge of th 
units and will be responsible for the work of other professionals 
support staff. | 


Please forward your application (post marked on or before July 
1990) with detailed CV and other information you judge to be relev. 
to the proposed assignment, to: | | 


G.M. ilias, Director General 
Private Power, Ministry of Water and Powe: 
#41, Street 56, F-6/4, Islamabad, Paki 
Ph : 818738, 814014, Fax : 813221 


ana nera 











EXPORT PROMOTION OF 
AGRICULTURAL PRODUCTS | 


DHV Consultants is an international consultancy firm based in The 
Netherlands. Since July 1989 DHV is carrying out studies for export 
. promotion and import substitution of agricultural and agro- 
industrial commodities in Bolivia. Emphasis is put on building the 
necessary institutional framework. This project is financed by the 
SEEN of The Netherlands and administered by the World 
-Bank Siaj LUNES, 
DHV is searching for a Project Manager who will guide a team of 
international and Bolivian experts in preparing the fully opera- 
tional phase of the project. The assignment will start October 1st, 
1990 and will last at least til! July 1991. The duty station is La Paz. 
| "E Qualifications: . 
— highly experienced economist/business administration expert 
vith at least 10 years experience in managing and structuring 
_of export orientated projects. “evans | 


A x D AN 3 


— marketing experience in.a private enterprise environment 






































—- Outstanding human relations capabilities | 
so fluent in Spanish and English | EN 

^ =~ experience in Latin America is required, experience in Bolivia 
will be an advantage. mE | 




























- PO Box 85 | 
| 3800 AB Amersfoort 
The Netherlands — 






Phone: (0 













" International 
Rice Research 














. becomes vacant in May 1991. 


IRRI 


. Responsibilities 


systems. 


Qualifications 


E Fluency in written and spoken English 
Benefits 


Philippines. 


Interviews 
Apply to 





Bi Direct IRRI's multi-disciplinary research 
@ Enhance ties with advanced agricultural research institutes. 


Salary and perquisites are competitive with those of similar international institutions. The Deputy T E c 
Director General for Research will live at IRRI headquarters in Los Banos, Laguna, 50Km South of Manila, 


Interviews of short-listed applications will commence in September 1990. - | | 
Applications with full documentation, including the names and addresses of three referees, arid na 


nominees should be adressed to Dr. Klaus J. Lampe, Director General, IRRI, PO Box 933, 1099 Manila, 
Philippines. Phone (63) 2-818-1926. Fax (63) 2-818-2087. TN". 






Washington-based international organisation has opening for 
an Operations Evaluation Officer. Responsibilities among 
others include: evaluate ex-post the economic and socio- 
cultural impact, execution and administration of projects fi- 
nanced by the institution; propose evaluation me odologies 
and supervise the compilation of data; perform, coordinate 
and/or supervise the evaluations and derive conclusions and 
recommendations therefrom on policies and procedures; 
advise the staff and borrowers on the ex-post evaluation of 
projects, on matters relating to methodologies, data collection. 
process and analysis. ire | e 

Qualified candidates must have a master's degree or equiva-. 
lent academic latini ig in Economics or related science (eg, 
Sociology, Anthropology). Preference will be given to candi- 
dates with academic background in both economics and social 
sciences. Candidate must have four years of experience in 


. applied economic and socio-cultural analysis in Latin American 


and Caribbean countries, of which two years must be in the 
socioeconomic evaluation of projects. Candidate should hove 
experience in mutidisciplinary work and ability to coordinate 
project evaluations in a number of sectors. Experience in the 
analysis of socio-cultural and institutional issues, grassroots 
organisation and community ‘participa 













' ipation, micro-enterprise 
development, beneficiary troining and technical assistance, 
and women in development issues are highly desirable. 
Candidate has to be bilingual (English/Spanish). Starting salary 


$45,000 net of taxes with excellent benefits package. 





ro Nrstiture Deputy Director General for Research 


The international Rice Research Institute seeks a Deputy Director General for Research. The position 


IRRI is an international, non-profit, agricultural research institute funded by some 30 donar nations and 
organisations. Its goal is the enhancement of rice production and sustainability to benefit the world's 3 
billion people who are dependent on rice for their livelihood and as their. basic food ED 
.W Provide leadership in the establishment of research priorities and the application of innovative 
Scientific approaches to address problems of increasing the productivity and sustainability of rice-based 


programs and discipline-oriented research divisions. 


@ PhD, with extensive experience and a record of high quality agricultural research. . 

E Sound knowledge of and experience with agriculture in the developing world... ^^ — 

Æ Vision and research leadership; ability to communicate with and inspire high performance from 
scientists of different nationalities and disciplines. _ 2424 c 2 

W Proven record in research management and administration. 





















"Come to the heart of 
Europe: Maastricht in 
Holland" 

Unique. ere and. skill- | 
oriented international courses in: 


. * General management for state.. 
enterprises 





and medium-scale enterprises 
* Small entrepreneurship 
promotion and industrial - 
assistance y 
* Training of women 
entrepreneurs (in collaboration 
with FEMCONSULT) | 


Duration: Sept 10-Dec 12, 1990 


* Energy management for small- 
and medium-scale enterprises (in 
collaboration with University of 

. Twente) 


Duration: Oct 8-Nov 9, 1990 


For further information: 


Co-ordinator Executive Development 
Programmes 
The! Netherlands International institute 
for Management (RVB) 
PO Box 1203  . 
zx 6201 BE Maastricht - 
| The Netherlands 
| Fax: 043 618330 
Telex: 56729 








International. 
Finance 

end Risk — 
-Management 


-jinan ever changing environment of new technology, new 
X financial instruments, new. institutions and financial 
, awareness, inte nation nal fi nance is ata crossroads. 


2 - 6 June i 391 





^ International Finance and Risk Management examines 





~ the undercurrents in this seemingly unconnected chaos 


and concentrates on those variables that are likely to have 
dong term significance. Among the issues covered will be: 


.* Environmental Changes 

€ Investment Divestment Decisions 
. € Financing Decisions 

e Sirategic Issues 


Designed for Finance Directors, Treasurers, Bankers, 
Consultants and Fund err | 





n, Programme SRAT 





A: s1992. T m basiniteses are 


]. competition with analysis of the key trends and - 
HL developments faking ph ace within the European 
"i Community. | 
_ Every quarter each i issue - 
| | contains coverage on: ^ 
||. © progress. towards the 





oa * Financial management for mas : cu 


it E legislation: for specific 





| © recent cases before the 


.* measures to protect the 


In addition to the four reports, a subscription includes an 


2-6 December 1990. 


| Signature Expiry Date 
; Phase send order ferm to: 
. Marie Byrne, Marketing Department The Economist 
The Economist Intelligence Unit 















aware of the need to look beyond: their satio 
borders into a wider. market, offering new Mop y tunities 
but greater competi on : | 


European Trends i is destined to kéep you ahead of the 















































integrated market 






sectors 


European Court and 
their implications 
* external relations with — 
other major world. 
trading blocks 
e cross border cooperation 





environment- 
* development and Benno 
of new technologies 


annual supplement which provides the essential 
background info | Ee on events monitored each 
quarter. - 


yes eter articles include: 





Rest of World £175 
Name — 

Job. Title: . 
Address: .. w 








Ga enclose mye heque for POSS oss 


[] Please charge £/US$ sto my 
C] American Express LJ Visa 
 Áccount m 


Number eas 





40 Duke Street; London WIA IDW, UK - 
Tel: UK (44 71) 493 6711 
Fax: UK (44 71) 499 9767. 


Registered offive: 25 St James $ Street, 


Intelligence U 
A division of Business Interna į 
SWIA THG. Registered number; T 6 "n 
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When we developed the 
hi-tech Delta Office Park in 
Swindon we also created a 


" huge indoor and outdoor 
evin Holloway ==: 
Now it's packed full of 


Wiltshire's budding Boris Beck- 


- 
ers, as weil as more mature 
players who remember the 
" glory days of Rosewall and 
| Hoad. 
S er Sport has taken us around 


the world. America, Australia 


i and the Middle East all enjoy 
Wwe a e some recreational and sports facili- 
ties we've built. 
In England we've 
£ Cr 1 reconstructed the Alexandra 
E] Palace leisure centre, and at 


Wimbledon we've completed 
"n ' three covered tennis courts. 

" This demonstrates 
perfectly our talent for com- 
bining traditional skills, built on 
teamwork and enterprise, with 
the latest technology, netting 
us outstanding results as an 
international force in four 
related business areas. 

In construction we are 
leading building and civil 
engineering contractors, 
designers and consultants. 

In housing our quality 
developments bring success 
in Australia, Canada, Spain, the 
UK and USA. 

In property our achieve- 
ment is due to carefully 
developing a balanced, high 
quality portfolio. 

And in trading we 
provide many products from 
videosto fools, and aggregates 
to ready-mixed concrete. 

In every one of these 
sectors we've grown as fast 
as Becker's backhand 

Which is why today we're 
now considered a major player 
around the world. 
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Forfurtherinformation, please 
contact Trevor Jones, Taywood 
House, 345 Ruislip Road, Southall, 
Middlesex, UB] 2QX. 

Tel: 081-575-4411. 
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Economist — 


Tomorrow, America 


HIS Sunday as many as 1 billion people 
will be watching the highest drama of the 
closest thing there is to a world game. Since 
the World Cup by now involves only the two 
finalists, the most strongly partisan emotions 
have been drained from everyone but the Ar- 
gentines and the Germans. The other 900m 
or so tele-watchers will therefore be sharing 
thing more complicated than the desire to 
see a memorable match and a few great goals. 
Yet, whatever happens in the final, this 
World Cup, the 14th in the series, has been 
different—and the differences have a relevance that go be- 
yond the football field. The invisible hand that steers the 
world's business has found its counterpart for the world's 
game: the invisible foot. 

The opening match of the competition showed why. Ar- 
gentina, winner of the trophy in 1978 and again in 1986, was 
beaten by Cameroun, which had qualified for the compe- 
tition only once before. Nobody gave the Camerounians a 
chance, nor several other sides that were later to surprise. Be- 
fore the tournament began, only somebody with a name like 
Cam O'Roon would have bet on both Ireland and Cameroun 
reaching the quarter-finals. Had he put £1 on a double, 
though, a fortnight later he would have collected £100,000. 

You will never get such odds again. In retrospect, both 
teams deserved to go as far as they did: indeed, Cameroun 
could easily have gone further, for it had the better of its game 

; h England. So what happened to turn two no-hopers, with 
acombined population of 15m, into teams that were challeng- 
ing those of countries many times bigger and richer, and with 
stronger footballing traditions? The answer is that all the sym- 
bols of national teams—the players in their coloured kit, the 
fans with their chanting and their flags, the presidents and 
prime ministers jetting into the VIP boxes for the occasion— 
all these are just a disguise. The reality of each national team is 
different: a temporary rearrangement of individuals who play 
most of their football in a world market. 

In that market money seeks out skill, so the players in- 
creasingly play against each other in the colours of the richest 
clubs, all of them in Europe. When Gary Lineker lined up to 
take that crucial penalty for England against Cameroun, he 
and the Camerounian goal-keeper had something in com- 
mon: both had played in the Spanish league. Diego 
Maradona, Argentina's superstar, played three of his World 
Cup matches on familiar turf—his club ground in Naples. 
Four years ago only two of Brazil's squad played for foreign 
clubs; now a dozen do. South Korea, the only Asian side in 
the World Cup, used to exclude any foreign-based players. 
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Now, canny trading nation that it is, it has — 
dropped its non-tariff barrier. Its star is join- — 
ing an Austrian club. Even the Russians have _ 
followed: one of their top players is with a — 
Spanish side, another in France, two in Italy. —.—- 

The team managers are just as footloose. 
Ireland's team was managed by an English- — 
man. Cameroun's by a Russian, tiny Costa. 
Rica s by a Yugoslav, the United Arab Emir- 
ates by a Brazilian. England's manager is to 
join a Dutch club. The Brazilian manager, dis- 
graced after his team's defeat by Argentina, 
was (fortunately for him) anyway going to an Italian club. 

The market, in short, has become completely interna- 
tional. The labour force is mobile, with no immigration barri- — 
ers. The technology is simple: boots are boots anywhere inthe —— 
world, and the same (by and large) goes for balls and goal- 
posts. The Emirates have made their deserts bloom, chilly 
Sweden has under-pitch heating to melt the snow. Money  : 
there is in abundance, and the biggest moneybags dictate — 
where the best club football will be played. 

The result of all these changes is that a sameness has come — 
over the game. Players who play in a dozen of the top clubs _ 
learn each others’ methods. They train to the same standards — — 
of fitness, eat more or less the same food, fake injury in the — 
same melodramatic way. They are coached by like-minded of- 
ficials, several of whom used to play for the same clubs. If one — 
experiments with a different playing formation, the others — 
immediately hear about it; if it is any good, they quickly copy 


it. No wonder this year’s World Cup has seen fewer goals per 


game than any of its 13 predecessors. Football has become a. 
commodity—skilful, certainly; exciting, often; but if everyone 
had played in identical all-black colours throughout this past _ 
Italian month, how many spectators would have known their 
team from the others? The commodity may not be as hum- - 
drum as iron ore, but even diamonds look the same. | 


- 


The need for novelty 


Faced with that diagnosis, a marketing man would be in little y 
doubt about the remedy. For football to keep its status as the © 
world game, it must bring some variety into the market. Since — 
the power of the invisible foot works in favour of sameness, - 
the variety is unlikely to come from one of the richest two | 
dozen clubs developing a new way of playing and a new set of - 
tactics. Nor is it likely to come from a small country like Cam- - 
eroun, since their best young players will quickly be lured to 
rich Europe, where they will be moulded into Italian or Ger- ~ 
man ways. 3 
No, the best chance of a new, revitalising variety is for a 














s only one andidiser d the United [sea which will be 
playing host to the next World Cup, in 1994. It had a team in 
Italy this time, which was knocked out in the first round. But 
the American side held the Italians to a score of only 1-0; and 
epee that the United States reached the semifinals i in 













The Americans will not win the 1994 World Cup. But 
they do have an excellent opportunity to develop skills and 
tactics that ae shake football up, to get coaches and players 






ant it for the right reason 


\EORGE BUSH has prone to make = trade the 
NJ focus of this year's seven-power economic: summit, 
which will start in Houston on July 9th. For that he deserves 
some credit. It is unusual to use an economic summit to dis- 
s an economic issue; and it is almost without precedent to 
pick the only economic issue where jaw-boning among gov- 
'rnments is not merely desirable but essential. With the Uru- 
guay round of trade talks approaching a critical point, the 
president's timing is impeccable. Just one thing more is 
_ needed: the governments of America and its big trading part- 
. ners must rethink their beliefs about trade. - 

__ They should start with the following premise. A necessary 
_absurdity—but an absurdity, nonetheless—underlies every 
negotiation to liberalise trade. It is the idea that tariff-cutters 
_are offering “concessions”, and need to be compensated. One 
of the few things economics says with confidence is that (ex- 
cept in extremely rare circumstances) a country. which “pro- 
ects” itself from imports hurts itself much more than the 
rustrated exporter. The exporting country sells less in the 
protected market, but is free to sell elsewhere, or, guided by 
rld-market prices, to use its resources in other ways. The 
porting country obliges its consumers to pay more for the 
ods they consume, and its producers to act on false prices in 
ocating resources; it is the bigger loser by far. - 
Unilateral free trade is good policy. However, when politi- 
ins say they favour free trade, they nearly always mean free- 
de-for-everybody, or count us out. They are partly right. 
le greatest gains would: be had if there were no barriers to 
ade anywhere. But governments are wholly wrong to be- 
ieve, like nineteenth-century mercantilists, that protection 





g partners. Protection steals a disadvantage. This i 

n why the communist countries did not exactly flourish by 
hrewdly protecting their producers from western compe- 
ion; why protectionist India has been left far behind by 
any countries in South and East A. ia, which exposed their 
oducers to competition without waiting for “concessions” 
return; and why America grew so quickly to become the 
st productive country in the world. 

Hence the abs surdi ty of. threatening retaliation against 














et. For that role, | everywhere thinking of alterr 





emo to the leaders of the western world: to win the prize of free tede you must 


s countries steal an advantage at the expense of their trad- 


natives to the sausage-machine 

clubs of Europe. The Americans will miss that chance if the 
changes they try to bring to the 1994 tournament include 
nonsenses like breaking the game up into four sessions (to 
allow more television slots for advertising). But they could lift 
the whole game if they developed their own style: elaborate 
moves with code-words, plenty of team huddles and psyching- 
up, seven-foot players who lurk near the front waiting to head 
in the goals. The omens are good: one member of this year’s 
American squad plays for the Tampa Bay Rowdies. Names 
like that will keep football’s charm alive. 































trade barriers. Yet the absurdity is indeed necessary. Within 
countries, trade makes winners and losers. Often, the losers 
have political clout. Governments find it easier to stifle de- 
mands for protection if they can point to similar "sacrifices" 


abroad, and to new foreign markets. Multilateral free trade 


can thus turn mercantilist prejudice to a i useful end. 


An absurdity in the public interest 


For more than 40 years the General Agreement on Tariffs 
and Trade (GATT) applied the mercantilist principle of “reci- 
procity"—you cut your tariffs, we'll cut ours—to marvellous 
effect. Seven rounds of trade talks since the second world war 
have seen tariffs tumble. As a result, global trade has ex- 
panded rapidly. However, the current round is bogged down. 
Governments have forgotten that the GATT's purpose was to 
subvert mercantilism to the cause of liberal trade. Intelligent 
calculations of economic self-interest are giving way to dis- 


plays of chauvinistic self-righteousness. To rescue the Uru- 


guay round, the summit leaders need to remind their trade 
negotiators that the GATT talks are a way for government 
co-operate in defeating protectionism, not a contest in whicn 
each seeks to retain the blessings of protection for itself while 
inflicting the pain of freer trade on everybody else. 

If the leaders can do that, a great prize is within reach. The 
present round of talks covers not just merchandise trade, the 


GATT's traditional domain, but also trade in services and 


intellectual property (see page 68). There are also talks on for- 
eign investment, competition, subsidies, countervailing du- 
ties, anti-dumping rules, dispute-settlement procedures and 
more. A big package of reforms could work along the follow- 
ing lines. The industrial countries would reduce their trade- 


distorting support for agriculture and textiles, giving the 
developing countries bigger markets for the goods they can 


produce most efficiently; the developing countries would ac- 
cept deals on services, intellectual property and direct invest- 





ment, giving the rich countries new markets to suit their own 
evolving comparative advantage. 

So far, farm trade has been the sticking point. Diss the 
European Community substantially reforms its Common Ag 
ricalearal | Policy (ean), the _ Caveat countries a see little 












in the round for themselves; so they are unlikely to make the 
deals America wants on services, intellectual property and in- 
vestment. America, in turn, will then be in no hurry to lower 
its barriers to trade in clothing, sugar and so on. In other 
words, if Europe's governments force their consumers to pay 








high prices for food, the developing countries will 
by denying their producers efficient services, new 
hnologies and foreign capital, and Mr Bush will tell Ameri- 

o keep paying $130,000 per job per year to preserve 
ica's top trade negotiator, suc- 
of the CAP, Europeans will be in her 
then lets the round fall to pieces, she 
least of all her own people, any fa- 







— . Kf Mrs Carla 




















think they ha 






Foreigners' first concern should be the economy 


FTER 26 years of independence, Zambians are still await- 
ing kwacha, the dawn. Their country's political system is 
a mess, its economy worse. The two are connected, but not 
quite in the way that the rioters on Lusaka's streets believe. 
They rightly blame President Kenneth Kaunda both for sti- 
fling opposition and for their. wretched penury. They are 
wrong, however, to think that getting rid of him would at 
once bring prosperity. And foreigners are equally wrong to 
imagine that instant political reform would promote, or even 
be compatible with, economic recovery. | 
Mr Kaunda likes to compare the IMF to a “mad doctor" 
prescribing quinine for every patient regardless of his illness. 


"' routinely blames 20 years of Zambian economic failure on- 


_ 2 Rhodesian war, South. African destabilisation and de- 
pressed copper prices; copper accounts for more than 90% of 
exports. These factors have certainly made Zambia’s plight 
worse, but the main cause of its decline has been its govern- 
ment’s interventionism. Since Mr Kaunda has been Zambia's 
only president, he can hardly escape responsibility. 
. He is, however, at last adopting some of the right eco- 
nomic policies, thanks to IMF pressure. Last year the kwacha’s 
"exchange rate was drastically devalued, food subsidies slashed 
. and interest rates increased. The patient was back on quinine. 
^ Understandably, the people did not like it—hence last week's 
` riots and the attempted coup that followed them. The imme- 
diate cause was the doubling of the price of maize meal, the 
staple food of Zambia’s 742m people. 

Unfortunately, Zambia will not get better if it stops taking 
the quinine. Yet any new president would almost certainly 
find it impossible, at least in the short run, to resist popular 
demands to dash the medicine bottle to the ground; he would 

be more likely to cut food prices, restore subsidies and revalue 
the kwacha. That is one reason why westerners might regret 












-in the months that remain of the round will be difficult 


' worry is that the state-controlled press and television and the 


. persist with it. Whichever path they prefer, they should. 


proportion of its imports covered by trade barrier 
bled to nearly a quarter since 1980; its favourite mea 
“voluntary” export restraint, is perhaps the most dam: 
of the lot; and while demanding that other countries cc 
with GATT rules, it has adopted a law (the super-301 tr: 
measure) that requires it to act illegally. — A 

The summit leaders need to examine and reaffirm tl 
belief in free trade, and to embrace the GATT as the mea 
that end. Europe should dismantle the CAP even faster 
America would like—not to please America, but for the 
of the taxpayers and consumers who are forking out 
than $100 billion a year to keep the system going. I 
America should take its trade quarrels to the GATT 
than settling them unilaterally—not to please Europe, 
advance its own long-term interests. Negotiating a good 





























































less the summit leaders give the talks the new impetus 
need, it may well be impossible. e 


making new aid for Zambia conditional on political reform 

Instead of stipulating the need for political change, a 
donors should take comfort from the concession that 
Kaunda has already made, in agreeing to allow a referendi 
on the one-party state. Zambians will be allowed next Octo 
ber to vote for or against a return to a multi-party system. Th 


ruling party's rowdies will muzzle the advocates of multi 
partyism. Westerners should encourage Mr Kaunda to ensur 
that the referendum is conducted fairly. ! 


A choice for the people, not the donors ii 
They should not, however, insist on it. Economic condition 
ality is contentious enough; adding political demands as 
would ensure that western donors lost all influence over 
bia's economic management. Having promised $450 
should deliver it—on one overriding condition: th: 
Kaunda continues with the economic cure. Zambia's ! 
debt stands at more than $7 billion; its arrears to the Iv 
World Bank and other donors amount to $2 billion; 
export industry is in prolonged decline. It will take a g 
tion, at least, to revive the Zambian economy. D 
Zambians deserve to have this explained to them. 
then deserve to choose whether, 26 years hence, the dav 
at last break or whether it will still seem just as distar 
fered the alternatives, they might elect a populist wh 
thumb his nose at donors who impose economic con 
for their aid; that would certainly mean more hardship. O 
they might elect someone with the honesty to say that tht 
no alternative to economic reform, and with the cour 








the satisfaction of choosing it for themselves. 

















































ware moral hazard when standing guard for investors 





ASA former property analyst in a merchant bank, Mr John 
- À& Redwood should know a thing or two about the City of 
ondon. So on July 3rd, when Britain's corporate-affairs min- 
ter told City regulators to give investors much tougher pro- 
ction against "fraud, theft and daylight robbery", ears could 
expected to prick up and listen. It will be dangerous if they 
- His words help to entrench an already tempting notion 
t the duty of regulators is to prevent wrongdoing. The im- 
cation is that when it happens-—as revealed by the collapse 
Barlow Clowes in 1988 and the fall of Dunsdale Securities 


s deserve compensation. Such nannying only makes reck- 
sand fraud likelier in future. 
The task of regulators is not to prevent malpractice or, in 
r complete sense, to protect investors from it. Both are im- 
ble short of an enforcement agency akin to the KGB at 
eight of its powers. Whatever rules are drafted and how- 

igilant regulators are in enforcing them, there will al- 
ys be villains prepared to bend the rules, to ignore them or 
lie. Blaming regulators for not preventing fraud is like 
ming the police for not preventing burglary. And there is 
ttle new in crookery: the Dunsdale diddle, in which for years 
lients appear to have been given fictitious statements about 
earnings from fictitious investments, looks strikingly similar 
) the centrepiece of a play published in 1905, “The Voysey 
vheritance” by Harley Granville-Barker. | 

Given all this, the regulators' task must chiefly be to deter. 
e more hoops through which a fraudster has to jump, the 
etter the rules he has to pretend to obey, and the likelier it is 
iat once caught he will be humiliated in the dock and left to 
ster in jail: these are the weapons of deterrence. Spectacles 
h as the Guinness trial, which has been running at Lon- 
n's Southwark crown court ever since January (and that is 
y the first of two trials), offer a bigger deterrent to malprac- 
‘than anything else, especially if the prosecution case suc- 
ds. It is to that challenge—of turning leads and tip-offs 
o successful Ere uaa more governmental a atten- 


+ month—the regulators will have been at fault, so inves- 


tion should be paid. The record since the Financial Services 
Act brought new powers to the Department of Trade and 
Industry in 1986 has been poor. 

Mr Redwood knows that regulators cannot offer complete 
protection. But the risk is that his words will raise ied 
tions too high. 


That risky safety net 


It is understandable dag investors in Barlow Clowes felt they 
deserved compensation—as, now, do those in Dunsdale Se- 
curities. Yet consider how the misdeeds arose. Both firms of- 
fered clients the chance to invest in safe instruments—g 
edged government stock—but with a high return. Little rigs, . 


a big reward: an unbeatable combination, especially as it is 


impossible. The horror of both affairs was partly that inves- 
tors were taken in but mainly that their greed made many bet - 
all their wealth on one doped horse. The temptation to make 
that bet again, or fraudulently to offer it, will be all the greater 
if the risk seems further reduced by a government safety net. 
Only one principle can preserve the balance of risk and re- 
ward: caveat emptor. . 

The attention being given to preventing fraud looks espe- 
cially odd when compared with this summer's other British 
stockbroking collapse, that of the Stock Group. Here inves- 
tors have lost out even though no fraud was involved. Stock 
was owned by British & Commonwealth, a financial-services 
group pushed into bankruptcy by losses at a computer-leasing 
subsidiary. Stock Group held its clients' deposits and its own 
working capital at B&C's merchant bank, which was autho- 
rised by the Bank of England. When B&C went under, the 
Bank withdrew its authorisation and froze Stock's deposits— 
which spells death for any securities firm and makes it uns: * 
able besides. The result is that investors have been depri .... 
even though they had quite reasonably opted to deal with a 
profitable stockbroker and had placed deposits at a bank un- 
der the Bank of England's wing. Now there is a real test-case 
of regulators’ efficiency. 





16-1 PERET has Ed a Mm since the fu- 
rore over comprehensive schools in the 1960s. More than 


^ half of Britain's 16-year-olds abandon school completely, 
=. compared with drop-out rates of 6% in America and 8% in 
—- Japan. And most of those who stay on still have to take three - 

S highly specialised A-level exams—the last and toughest hur- 
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‘eech pd are ot oil S si ant piste to 
business developments across all sectors of the 
economy. The Scope à of our work includes; |. 


» inward investment, mergers, acquisitions and 

joint ventures — 

audit, investigations, tax and valuations — RI 
economic and institutional restructuring, . 

including privatisation. — - 

business and market planning s 
managerial and operational improvement, E 
including financial management, information 

technology and manufacturing systems. 


For more information, please contact: - 
Ed Dolling, Coopers & Lybrand Deloitte, 


| Plumtree Court, London EC4A 4HT. 
Local knowledge Tel. 071-583 5000. Fax: 07-822 4652. 
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ritain as long ago as. 
ober 1970, you can still 





Under the Representation of the People Act of 1989, — - You no longer need to declare an intention to return 


important changes have been made in'who can vote to the UK. 

in UK Parliamentary and European Parliamentary 

Elections. mE Your vote will be cast in the constituency in which 
. you or your family were registered before leaving 


the UK. 





In order to qualify you need to fill in an application 
till vote. form by 10th October 1990! 





Octsber 1970y you can E: 








- People who left the UK before they were old enough To get a form and explanatory leaflet contact your 
included on the Electo i nearest British diplomatic or consular post. 







“ISTH SEPTEMBER IN NORTHERN IRELAND. 














RIGHT TO VOTE IN THE UK 


ISSUED BY THE UK GOVERNMENT 





PLEASE INFORM ANYONE YOU KNOW LIVING ABROAD ABOUT THIS. 
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. dle in the elimination race that, in Britain, passes for a mod- 
ern educational system. 

A-levels were originally devised in the 1950s to help screen 
out those unsuited to a "d education. They have left 
generations of school-leavers only too familiar with the sub- 
tleties of Tudor autocracy or the genetics-of the Drosophila 


 fiy—but seldom with an understanding of both the two cul- 


tures, arts and sciences, famously captured by C.P.Snow as 
B lo as 1959, In 1988 the government was urged to ditch 
i king party, whose conclusions have 
the Labour party and most educa- 
| pundits. The latest offering comes from 
-the Institute for Pu blic Policy Research (PPR), a left-leaning 









_ think-tank. Its main proposal is refreshingly radical: the com- - 
plete abolition of A-levels and their replacement by a | conti- 





nentalstyle: baccalauréat e exam. 





Unfortunately, Adevels. have at least one — ancien 


ill-in the ring: the prime minister herself. The education: 


| -secretary, Mr John MacGregor, also defends them with con- 
viction, though his brief looks harder by the month. Not only 
is the two-cultures gap growing more damaging—everybody 


needs to be computer-friendly—but A-levels are also appear- | 


ing increasingly anomalous when set beside the Tories’ own 
educational innovations of the past decade. As Sir Edward 
Parkes, the chairman of the committee of university vice- 
chancellors, remarked in March, recent reforms have left A- 
levels sticking out of the whole system like a sore thumb. 


Although Mrs Thatcher is wrong to cast such a cold eye 


on the case for scrapping A-levels, she is wrong for the right 
reasons. Anyone tempted by a big educational reform should 


be obliged first to spend 40 days and 40 nights contemplating ia 


the disaster wrought. by the opeki of the 1960s. 


Picking fights SOM 


White lies harm Japan S international i image 


E: APANESE companies often claim. they are ae rap- 
J idly more international, both in shape and in attitude. Set- 
ting up factories and research centres in more and more 
foreign markets, they are acutely aware of the need to polish 
up their images, to fir smoothly into local circumstances and 
to avoid that dreaded enemy, trade friction. Their critics com- 
plain that they try too hard, spending millions on lobbying 
Prou and manipulating opinion. Why, then, are they so 
— lousy at it? It is hard to think of a better way to damage (or 
confirm) your international reputation than the manner in 
which Mr T. Boone Pickens has been handled by Toyota, Ja- 
pan's largest carmaker, and its car-parts associate, Koito Man- 
ufacturing. This long-running saga holds lessons for all Japa- 
nese firms and institutions—including the government— 
when dealing with foreigners. - 
Emotions on both sides of the Pacific are such that the 
rights and wrongs of this case are almost beside the point. Mr 








totle and Horace. But the fact remains that A-levels are. far 


bus aimed at ending the old schism between the aca 
. exams would be easier and the results less useful. This wa 
approach, like West rtis ib would continue to erp pr. 
i take: this asa slight on he own gilt rer dari is one meee 


sure e of the urgenti heed for the second pene a a sttabegy 


of the greedy 1980s that is now out of favour. But his 


with Mr Pickens is understandable. He has a fine record 


easily repeat that oe Those who dubi it site oh 
this week's offering from the PPR. Full of good sense or 
problems impeding vocational training, it still cannot 
some ideas that are pure mush. Example: it prescribes an 
vanced diploma” for 18-year-olds that would pin sa 


on a keen doua module in the finance of commur 
Some will take this as their cue to dig in with their 


specialised for those who take them; and they are a pow 
disincentive to many 16-year-olds even to think about sta 
on at school. The PPR report believes the two failures: 
remedied only with one huge innovation: a wholly n 


the vocational. More people would take more exams; bu 


the slope to just that irreversible decline in standards 
Mrs Thatcher. rightly fears. — S 

A much better response would be to work on two sepa 
remedies to the weaknesses in education and training. T 





Pickens is -no American’ hero: as a corporate tai 
greenmailer, this. Texas oilman is exactly the sort of ci 


to gain a seat or four on Koito's board are making him. 
célèbre to American businessmen eager to see Jap: 
masked as Satan's:earthly representative. He has bo 
26.496 stake in the firm, making him the largest s 
what could be more reasonable than to ask for seat 
board, all the better to act as a proprietor concerne 
health of his assets! And yet he has been rebuffed, tir 
again. Just as we thought, say American protectionists: . 
is a closed, xenophobic place that feels no compunct 
about buying our assets but will not let us buy theirs. 

Koito's discomfort at the thought of sharing a boardro 


claiming to be a long-term investor or to be campaignin 
shareholders’ rights but then taking the greenmail nor 













Orts to get on to their boarda, Neither Koito nor Toyota 
ould be expected to welcome him with open arms. But there 
re ways and ways to say no. 


orked tongues 


he main mistake the iames firms have hod is to tell lies. 
hey do not think of them as lies: all Japanese use appear- 
nces (tatemae) to.fob people off more or less politely, while 
bscuring the reality (honne). The tatemae is that Toyota, 
ith a 19% stake, does not "control" Koito and nor does it 
ave any seats on the board—and so nor should Mr Pickens. 
ree Koito directors (including the president) are former 
oyota employees, but they joined the firm years ago as full- 
me managers. Yet everyone knows the honne: Koito is under 
/otà's wing and controlled through a range of friendly 
reholders; Toyota dispatches its spare managers to run its 
liates. This is standard Japanese practice. _ 

By lying about it, Toyota and Koito ceded the high 
round to their opponent. Their assumption, presumably, is 
iat foreigners would not understand the reality and that a 
c = oun response would win the eas in statute- 






















The untranslatable truth abodt language learning. 


Y EARNING a iran tangtage is difficult. A sitiple state- 
ment, but perhaps it may reassure some of the millions 


necessarily subnormal. Perhaps only dieting takes up so much 





"the language industry, like that of the diet people, is 
founded on failure. Celebrate 1992 by accepting that life has 
ore to offer than repeating the banal terms on language 
es or in phrase books. Banish the fantasy that one day you 
“converse fluently and wittily with a foreigner. You will 
ily make a fool of yourself. - 

Who is a polyglot? It is difficult to oom Language profi- 
ency is more secretive than sex. Many can cope at pidgin 
i; it would be surprising if they couldn't, after wrestling 
h the subjunctive intermittently for years. Fluency is elu- 
, yet cool Germans appear on television to tell the British, 
vell structured. sentences, what is wrong with their econ- 
ny. Russia parades a team of English-speaking spokesmen 
1o talk rather like the villains used to in cold-war films. 

So it can be done. Sometimes it needs to be. The cabin 
ew in an airliner should be able to tell their charges in 17 
guages how to adopt the crash position. Selling rice to the 
inese probably needs more than a talent for bowing. Tele- 
!one operators on international lines should be able to help 
wkward caller. A secretary with an urge to travel should 
iow the local language as-once she was supposed to know 
rthand. Secret agents should be effortlessly at home in the 
emy's nem: as they. blend pcc dd into the local Pack: 



































who have failed to master another tongue that they are not _ 


human endeavour with so little to show for it. The prosperity «the owner is clever, altho 
; not. When the clever Mr Gorbachev talks to Mr Bush he uses 


an interpreter, a gnome-like chap who in photographs always 


| peur arene. But Japanese business is more analysed and 
chewed over than any other; the realities are not hard to find. 





s 


The most fragile commodity for Japan, these days, is trust. 
That is what Toyota has sacrificed. An honest, frank ap- 
proach would have retained it. And given that Toyota can 
retain control through friendly shareholders, seats for Mr 
Pickens would have been irritating but not disastrous. He 
could have been taken in and, in effect, neutered. 

- Despite being one of Japan’ S biggest exporters, Toyota is a 
peculiarly provincial firm. It has been more reluctant than its 
smaller rivals, Nissan and Honda, to build factories abroad. 
But its mistakes are not unusual. Japan’s foreign ministry 
makes them every time it prepares a package of “market- 
opening measures" that have the appearance of novelty but 
which in reality are no such thing. Or when such ministries 
send eminent retired bureaucrats such as Mr Saburo Okita or - 
Mr Toyoo Gyohten to “negotiate” with foreign critics or to 
make soothing speeches at conferences, even though they 
have no link with real policies. These days Japan is more 


'sinned against than sinning in trade and other foreign squ: 


bles. But it does its case no good by underestimating the intei 
ligence of its critics, or by assuming that information does not 


DN as easily across Japan's frontiers as its s exports. 





ground. Tarts in Thailand are id to be more in demand 


when they know a bit of English. 

These are all what in less repressed times were called me- 
nial jobs. Another language is just a tool. It doesn't mean that 
h neither does it mean that he is 





seems to be whispering words of wisdom into his master's « 

Perhaps he is: keep things simple, nuances don't translate 
well. The Stalinist Soviet foreign minister Andrei Gromyko 
understood this well. He knew some English, but in negotia- 


tions he always used an interpreter to convey his views in 
«communiqué language. No sensible world leader professes to 


be a linguist. It is embarrassing to be caught out when a for- 
eign reporter sticks a microphone up your nose. Up to the 
time of his death, John Kennedy, in one of his misjudgments, 
was trying to learn French, so that he could argue with 
Charles de Gaulle in his own language. MonD Dieu. 


The magnificent dozen : 


If you must learn a language, choose your own ; neglected 
tongue. Worry your friends with your clarity of expression. As 
for the problem of Abroad, a dozen words will | get you by. The 
most important of these are, "The bill, please." The rest can be 
taken care of with gesture. Three-quarters of French is gesture. 
When the early tourist Marco Polo entered China he did not 
even have a Venetian-Mandarin phrase book. Lucky chap. - 

























Careful cost-benefit analysis, not} : 
the risk of global warming, says ` 


Villiam D 


NHOUSE ECONOMICS 


t before yo u le ap 


ay eco-action, is the right answer to 
. Nordhaus, holder of a chair of 


economics at Yale University and formerly a a member of President Carter’ 8 


Council of Economic Advisers 


JN THE 1970s environmental. asd 
_ foretold economic stagnation caused by 
austion of energy resources. Today, sci- 
„Sts instead give warning that excessive 
burning of fossil fuels threatens the health 
of the planet. They may be right—or they 
may not. So what should be done about it? 
Recent studies have identified four ma- 
jor global environmental risks: acid rain, 
ozone depletion, deforestation and—the 
subject of this article—-the greenhouse ef- 
fect. The essence of this last is that increas- 






ing accumulations of atmospheric carbon . 


dioxide (coz) and other gases are preventing 
the planet dissipating heat, and so threaten 
to change the climate. 

"To date, the policy cart has boe: career- 
ing far in front of the scientific horse. Presi- 


dents convene: climate conclaves. Prime ' 
‘ministers declaim on the need to reduce Coz 
.emissions. Even a distinguished interna- 


tional panel of scientists, who should know 





better, calls for a 6096 cut in nee emissions. 
Yet, like most declarations of war, these calls 
to arms against global warming have been 
made without an attempt to weigh E costs 
and benefits of restraints. 

Let us look instead at the economics er 


_ climate change, the possibilities of a sensible 


compromise between the need for economic 
growth and the desire for environmental 
protection. - 


The scientific background - 


‘Scientists have’ suspected for more than a... s 
century that increasing CO2 concentrations 
| would alter the climate. As CO and other 


"greenhouse gases” accumulate in the atmo- 
sphere, they act like a blanket to insulate the 


planet and warm its surface. ~ 


Scientific monitoring has TNR estab- 


- lished the build-up of the main greenhouse 


gases—CO?, methane, nitrous oxides and 


chlorofluorocarbons (crcs). Not all green- 


house gases, however, are cre- 
ated equal. coz—which comes 
mainly from the burning of fos- 
sil fuels, of which coal produces 
the most carbon per unit of 
heat—has been and will be 
mankind's largest contribution 
to-global warming. 
Relying on climate models — 
and historical temperature: 
records, scientists believe that . 
the earth's average surface tem- 
perature will rise by from l to >- 
4° Celsius over the next cen- 
tury. Polar regions are likely to 
warm more than the tropics. 
The warmer climate will in- 
crease rainfall, and some mod- 
els foresee hotter and drier cli- 


mates in mid-continental 
regions, such as the American 
 grain-belt. 


Most discussion of dinde 
change focuses on globally aver- 
aged surface temperature. Yet 

‘this variable has little direct 
economic importance. Vari- 


ables like rainfall, water levels an flows 
extremes of droughts or freeze: 
inate the human impacts of cl 


and few climate modellers expect to impr 


ture. Measures to cope fg the thre 
greenhouse warming will have to Jis 


If climate change itself is te i 
_ social and economic impacts o such cha 
are terra incognita. In any attet 
“them, the main factor to recognise 


thrive.in a wide variety of climatic 
-Cities are: increasingly becoming cli 
. proofed. by technological changes: lik 


regions find that the most vulnerable areas 
_ are those dependent on unmanaged. ecos} 








Models, alas, are unreliable in 
these changes. ^ i 
Much is conjectural in TE fote i 


their forecasts dramatically in the nez 


these uncertainties. 



























Thei impact of climate chi 3 ` 





the climate has little economi impact upc 
advanced. industrial societies. ` at 


con itioning and shopping malls. ^^^ ^ 
—.— On the whole, thanks to technologic: 
people now tend to move towa! 
er regions in North America and Eu- 
2. Climate warming will probably be a 
» Alaska; which is America's least 
state in GNP per square mile. - 

- Studies of the impact of global warming 
on: i the United States and other develo, 













s—on naturally occurring rainfall 
off and senperan and the extrem es ol 















these variables. Agriculture, forestry an 
coastal activities fall into this category. 





_ the climate. Intensive-care units of hospitals, 
. underground mining, science laboratories, 
communications, heavy manufacturing and 
= microelectronics are among the sectors 
-likely to be unaffected by climatic change. In 
selecting whether to set up in, say, Hong- 
_ kong or in Warsaw, few businesses will con- 
sider temperature a weighty factor. 
Greenhouse warming would have little 
-effect on America's national output. About 
:396 of American GNP originates in climate- 
sensitive sectors such as farming and for- 
estry. Another 1096 comes from sectors only 
modestly sensitive—energy, water systems, 
property and construction. Far the largest 
share, 87%, comes from sectors, including 








limate change. 

: What are the likely effects on individual 
ndustries? Recent studies for advanced 
ountries suggest that: 

€ Agriculture is the most climate-sensitive 
X the main sectors. But farmers have his- 
orically shown great ability xo adapt to dif- 
erent climatic zones and to changing envi- 
onmental conditions. Studies suggest that 
greenhouse warming will reduce yields in 
many crops, but the associated fertilisation 
effect. of higher coz will probably offset any 
climatic harm over the next century. 

. Other parts of the economy will feel mixed 
- impacts. Greenhouse warming will increase 
.. the demand for space cooling, for instance, 
- but decrease the demand for space heating. 
Construction, in temperate climates, will be 
favourably affected, because the weather will 
be warm for more of the year. In recreation, 
snow skiing will be hurt, but water skiing 
will benefit. For the bulk of the economy, 


finance, trade and most services—climate 
hange over the next few decades is likely to 
ave less effect than the economic reunifica- 
on of Germany this summer. 

Many valuable goods and services escape 
the net of nationalincome accounting. 
Among the areas of importance are human 
health, biological diversity, amenity. values 
of everyday life and leisure, and environ- 


here, so it is impossible to 
cost of climate change will.be 
But every time | read of a new 
l virus, | wonder whether hu 
o with a little less biodiversity. — 
Recent studies indicate an acceleration in 

sea-level rise of about one foot (with a large 
margin of uncertainty) over the next cen- 
tury. Land will be lost to the sea and some 
'eas will need protection. Studies indicate 

hat protecting coasts from sea-level rise will 
not be expensive. One study indicates that 
protect all the river deltas of the world. 






manity could 
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Most economic activity in industrialised 
countries, however, depends very little on. 


most services, that are negligibly affected by | 


however—manufacturing, mining, utilities, - 


mental quality. No one has done the sums 






deadly tropi- 


against a three-foot sea-level rise would cost _ 








Less is known abour the impacts of cli- 
mate change on the third world. Developing 


countries are more vulnerable to green- 


house warming than are advanced ones. In 
the world's low-income countries, with a to- 
tal population of about 3 billion, one-third 
of GNP originates in agriculture. Given the 
vulnerability of farming to climate change, 
the risks are worrisome. On the other hand, 
the fertilisation due to higher levels of coz 
could well offset the damage. 

In sum, the impacts of climate change 
on developed countries are likely to be 
small, probably amounting to less than 1% 
of national income over the next half-cen- 
tury. In contrast, small and poor countries 
with large agricultural sectors are particu- 
larly vulnerable. 


Achoice of responses 

Or maybe not. All these prognostications 
are judgments based on immense uncertain- 
ties. They could be dead wrong. This uncer- 
tainty must affect mankind’s choice of re 
sponses to the threat of global warming. The 


options are many. The main ones are: action 


to prevent greenhouse warming; climatic en- 
gineering to offset it; or adapting lifestyles 
and economies to it. 
@ Prevention has received the greatest pub- 
lic attention. How much should economic 
growth be slowed down to prevent uncer- 
tain climate change in the distant future? A 
rational answer to this question depends 
upon the costs of reducing atmospheric con- 
centrations of greenhouse gases. Three cases 
have been analysed: reducing CFC emissions, 
reforestation, and various steps to reduce 
CO2 emissions. 

Reducing or phasing out production of 
CFCs would be particularly beneficial: on top 
of their other harmful effects, these are ex- 


_ tremely powerful greenhouse gases. 


Some have proposed using trees as a 
method of removing carbon from the atmo- 
sphere. Slowing or stopping tropical defor- 
estation is highly cost-effective in slowing 
greenhouse warming; having school chil- 
dren plant billions of trees would probably 
do more for civic virtues than for the 
climate. 

Any large programme to cut emissions 
of greenhouse gases will require a significant 
reduction in the burning of fossil fuels, espe- 


cially coal. CO2 emissions can be reduced 
through a wide variety of measures, from en- 


ergy conservation to new technologies. 


Energy studies indicate that 10% or per- _ 
haps 2096 reductions in CO2 emissions can E 
in the long run be attained at modest costs. - 


However, further reductions would be ex- 
tremely costly. There are simply no substi- 
tutes for many of today's uses of fossil fuels. 


Try to drive to the next town, or jet to Ja- 
pan, after fossil fuels have been phased out. 


The graph above shows an estimate of 
the cost of reducing emissions of greenhouse 






of world output over the next century. 





























































gases. A small amount can be eliminated at 
low cost. But then the effort rapidly hits 
diminishing returns. I estimate that the ^ 
reduction in greenhouse-gas emission: 
cently called for by a panel of government 
scientists, if efficiently engineered and 
phased in slowly, would cost over $300 bil- 
lion annually in today's world. 

The graph below sketches, for rich 
countries, the trade-off between economic 
growth and slowing emissions. The upper 
curve shows the trade-off if emission-cutting 
policies are efficient—international carbon 
taxes, say—and introduced gradually. The 
middle path assumes similar policies but a 
rapid phase-in that gets rid of existing en- 
ergy capital over a period of only 20 years. 
The bottom curve shows the combined ef- 
fect of inefficient policies—say, sector-by- 
sector regulation—and a rapid phase-in. In 
sum, a substantial cut in emissions can be 
achieved at modest cost, if it is done effi- 
ciently and gradually; if it is done inef- 
ficiently and quickly, the cost would be 
heavy. The curves are a warning of the price 
of any rush into fierce cuts, let alone a ] 
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ri of exceptional change i in Europe where mergers and acqui isitions. took a leading role in the 

ean industry, While M&A continues to make the headlines, a range of other strategies, 
ances, cross-shareholding and joint purchasing, are underway in anticipation of the 
ope will offer. To capitalise upon these opportunities and to avoid being edged out by 
x fopanies. are having to redefine their growth strategies and look for new ways of gaining 
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üneering has 


ude shooting particulate matter into the 
tratosphere to cool the earth, altering land- 


ty, and cultivating carbon-eating organisms 
in the oceans. Though such measures would 
raise profound legal, ethical and environ- 
mental issues, they would also probably be 
far more cost-effective than shutting down 
the world's power plar tS. | 
A third option is to adapt to the innt 


£ 


imate. This would take place gradually on 








esponse of people and institutions, or 
‘ough markets, as the climate warms and 
oceans rise. Tn addition, governments 
-prevent harmful climatic impacts by 
luse regulations or investments in re- 
arch on living in a warmer climate. 

© Adaptation will, in any event, be a nec- 
sary strategy for coping with climate 
change. But most of it can wait for a few de- 
cades until the changes actually begin. 





ncertainty, catastrophe and learning 
ow should uncertainty be folded into the 
analysis? Two particular aspects of uncer- 
tainty might change the timing or stringency 
f: policies: the risk of catastrophe, and 
arning. 

< Climate systems are complex, non-lin- 
ear systems, rife with mathematical chaos. 
- Clímatologists suspect the future may hold 
qualitative changes that are not predicted by 
their models. Catastrophic changes in cli- 
mate cannot be ruled out. Potentíal calam- 
ities include surges of icecaps, leading to a 
tise in sea level of 20 feet or more in a few 
centuries; drastic shifts in North Atlantic 
. Ocean currents that would freeze Europe; in- 





been completely neglected. -Possibilities in. 


ie patterns to change the globe's reflective 


decentralised basis through the automatic 


Depending on fossil fuels is like relying 
on nuclear weapons. Mankind will probably 
muddle along and cope with its diverse 
problems, but there is a chance that green- 
house warming will trigger some cataclysmic 
climatic event. A vague premonition of 


some potential future disaster is, however, 
insufficient grounds to plunge the world - 
into depression, particularly when it faces. 
present challenges and perils aplenty. But if © 
scientists can identify the probability of cat- 


astrophic risks, people and oy can 


then. rationally decide how much "climate . 


insurance" to buy. 

The threat of unforeseen any ar- 
gues for more aggressive action against 
greenhouse gases than a straightforward 
economic. analysis would suggest. On the 


other hand, the likelihood that further sci- 
entific analysis will resolve climatic uncer- 


tainties suggests postponing action until 
knowledge is more secure. The best invest- 
ment today may be learning about climate 
change rather than preventing it. 


What Bowl | 


So what should be done today to pan to 


the threat of global warming over the next 
century! I suggest the following eee of 


measures: 


e International co-operation. It is essen- 
tial to remember that climatic change is a 
global issue. Efficient policies will involve 
steps by all countries. In order to induce in- 
ternational co-operation, affluent nations 
will need to expand the concept of foreign 
aid to include subsidising environmental im- 
provement by poor nations. Unilateral ac- 
tion may be better than noth- 
ing, but concerted action is 
better still. 
€ Better information. Scien- 
tists must improve their under- 
standing of greenhouse warm: | 
ing. More monitoring of the 
global environment and analy- 
sis of past climatic records is 
needed. So is a better under- 
standing of the economic and 
social impacts of past and pos- 
sible future climate change. 
Understanding of climate 
change has improved enor- 
mously over the past two de- 
cades. Further research. will 
sharpen pencils for the tough 
decisions to be made in the 
future. 
e New technologies. Govern- 
ments should support research 
and development of new tech- ` 
nologies that will slow climate .— 
change, particularly in the en- 
em. sector. Energy techno 


E ns of bugs in into new terrain; and large- : 
- scale desertification of the current grain- - 
belts of the world. Geological history is filled « 


with:odd events. national Manhattan Project to develop s fe 

















































for brave political ladn to ind. Fes 





nuclear power. Research on climate engi- 
neering may well be the best investment. . 
e "No regret" policies. There are count- 
ico measures that would be beneficial on 
other grounds and would also tend to slow 
global warming. These steps include efforts 
to strengthen international agreements that 
severely restrict CFCs, moves to slow uneco- 
nomic. deforestation, and steps to slow the 
uneconomic use of fossil fuels. 
@ Carbon taxes. A final policy would be 3o 
impose environmental taxes or "fees" 
the ernission of greenhouse gases, Sei : 
larly carbon taxes on CO2 emissions from 
the burning of fossil fuels. Recent economic 
analyses suggest that a tax in the order of $5- 
10 per ton of CO? equivalent would be a rea- 
sonable insurance premium to pay, gi 
the risks to mankind. A carbon tax woue 
be preferable to regulatory i intervention, be- 
cause taxes can harness markets to minimise 
the costs of slowing climate change and 
would strengthen the incentive to develop 
new technologies. 

Like other religions, the savanna 
movement needs a catechism of homilies, If 
I could write one to be read at eco-gather- 
ings, it might go as follows: 


The threat of climate change is uncertain. It 
may fade away or succumb to a cheap engineer- 
ing solution. Or it might conceivably prove ru- 
inous. But we face many perils. And humans 
have shown the capacity to inflict great harm 
on themselves through ill-designed schemes, as 
this century's socialist experiment clearly 
shows. Therefore move cautiously, gather in- 
formation and use markets wherever possible. 
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controlled - all draws are held in public in Hen : 


West Germany. 
The procedure ! ! 

entire lottery, extending over a Six aoa 
period, is divided into 6 classes. Each single class 
consists of 4 draws except in. class, which has 
6 draws - all in all 26 draws. The amount of money 
given away and the number of prizes increasé Jom 
class to class. 
The amount given away ! 
The 85. Nordwestdeutsche Klassenlotterie withits 
best ever prize offer gives away a total of 
310,443,200 DM in prize money. This includes the 
following guaranteed jackpots: 1 Million DM and 
10 times 100,000 DM in every weekly draw and 
inthe6. class an additional 2 times 1 Million DM, 
2 times 2 Million DM and2times 4 Million DM. 


Therearealso another 359,862 worthwhile MM 
to 500,000 DM. 


The odds of winning ! 

Of the 900,000 ticket numbers, 360,154 will win 
money i.e. over 40%. This means one out of every 
21, numbers will be a winner in the six month 
1 ' d. You can increase your winning chances by 
L--,-fig more than one number. if you play six 


different numbers (Super-Six), your winning chan- 
ces up are to 95%. 


Anyone can participate ! ! 
The Nordwestdeutsche Klassenlotterie is open to 


anyone and can be played worklwide. Evenifyou . 
change your address, you can continue to play. : 
Wherever there is a pes service you can’ play 


this lottery. 
tis easy to enter ! 


"Single Fax to (County Code kr Germany) 


52214214 your order or send the completed Ticket 
“Order Coupon inserting your credit card number 


and signature. Otherwise send the Ticket Order - 


Coupon together with your payment i.e. internatio- 
nal bank draft (made out in German Marks payable 
through a German bank), personal cheque or bank 
money order in either US Dollar or Sterling at 
current exchange rates. On receipt additional in- 


formation and lottery tickets will be mailed to you... 
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100% of the money won. You will also get a list 2 
the winning numbers after the first draw of e; each oH : 
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When giants make up 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


NTIL this week no senior Indonesian 
government minister had been to 
China for 25 years. In 1965 Mr Subandrio, 
the foreign minister at the time, visited 
Beijing. He returned to Jakarta shortly be- 
fore an attempted coup that was blamed on 
the Chinese-backed Communist party of In- 
` vesia. Mr Subandrio was accused of hav- 
_ gone to Beijing to collect cash for the 
coup. He is still in a Jakarta prison. 

Mr Ali Alatas, Indonesia's present for- 
eign minister, expects something better. He 
flew to Beijing on July 1st. Two days later he 
and Mr Qian Qichen, his Chinese counter- 
part, emerged from their talks smiling 
broadly to announce that two giants of Asia, 
Indonesia (population 170m) and China 
(1.1 billion), are friends again. The Chinese 
prime minister, Mr Li Peng, will fly to Ja- 
karta on August 8th to meet President 
Suharto. Diplomatic relations between the 
two countries, severed in 1967, two years af- 
ter the attempted coup, will be resumed the 
same day. 

Only a week after letting Mr Fang Lizhi, 
China’s best-known dissident, leave the 
country for exile in Britain, the Chinese 
government has again furthered its cause 
with the rich nations of the Group of Seven, 
just in time for their summit meeting in 

1ston next week. Japan is expected to ask 
w the sanctions imposed by the group after 
the Tiananmen Square massacre to be 
lifted; among other things, this would un- 
block World Bank lending and a $5 billion 
bilateral loan from Japan. 

The deal with Indonesia makes it easier 
for Japan to argue that the end of sanctions 
would encourage China to continue to fol- 
low a more co-operative line with its neigh- 
bours (though see following articles). Mr 
Qian said that China expects to exchange 
diplomats soon with Singapore, now the 
only country in South-East Asia without re- 
lations with the government in Beijing. 

This week’s agreement heals the scars 
left on China's foreign policy by the 1965 
attempted coup. Indonesia under Sukarno, 
the president at the time, had been the 
centrepiece of Mao Zedong's efforts to ex- 
port revolution round the world. Under Su- 
karno, Indonesia's Communist party had 
become the third biggest in the world. Its ex- 
act role in the attempted coup is still un- 
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clear. The attack was launched by a group of 
army officers. When the rebels had been 
dealt with, the army claimed they had been 
put up to it by communists. 

A pogrom was mounted against Indone- 
sians with suspected communist sympathies. 
According to a news report published last 
month in the United States, the American 
embassy in Jakarta supplied Indonesia with a 
list of 5,000 people believed to be commu- 
nists. Nearly all were shot dead by the army. 
But the pogrom went far beyond that. Esti- 
mates of the dead range from 250,000 to 
500,000. Many were ethnic Chinese. Two 
years later, when the country was no longer 
running amok, Sukarno was out and 
Suharto, the new president, was ready to 
make Indonesia a bulwark of the Associa- 
tion of South-East Asian Nations, ASEAN, 
whose function has been to oppose the ad- 
vance of communism, and hence China, 
into the region. 

Some members of Indonesia's security 
apparatus are still suspicious of China. 
From time to time some of those sentenced 
to death for their role in the 1965 coup are 
executed, to remind Indonesians that the 
fight against communism continues. Four 
were hanged in February. Another eight still 


L| M. T . - ^. ^ T3 ff ^ ~ 
Sukarno’s tears are now forgotten 


await execution. According to an American 
State Department report on human rights 
in Indonesia, security officials try to monitor 
the activities of up to 2.5m former members 
of the Communist party and 20m former 
members of its front groups. 

Mr Suharto has given a clear signal to 
the Indonesian armed forces that times have 
changed. Communism is no longer a threat 
to Indonesia, and the country no longer 
needs to fall back on bogeymen to maintain 
its stability. The deflation of communism 
could help to reduce the appeal of a military 
challenger in the 1993 presidential election, 
when Mr Suharto is expected to go after a 
sixth five-year term in office. 

The country's diplomats will be relieved 
that they can now talk to China. Indonesia's 
role alongside France in organising repeated 
Cambodian peace conferences has 
hampered by the lack of a direct line to the 
Chinese. The diplomats had some luck with 
the timing of their opening to China. Mr 
Suharto suggested talks before Tiananmen. 
Afterwards an anxiously isolated China al- 
lowed negotiations to proceed largely on In- 
donesia's terms. A possible sticking point 
had been Indonesia's debts to China. It was 
soon unstuck. “The Chinese were very gen- 
erous and told the Indonesians to work out 
how big their debts were," reports an ASEAN 
diplomat. Mr Alatas suggested the modest 
sum of $84m. 

So far, so good. But has Mr Suharto 
thought through the economic conse- 
quences of the diplomatic link? It will 
present some interesting new trading oppor- 
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- tunities to Indonesia's ethnic Chinese, who 
make up 396 of the population but own a 
disproportionately large chunk of the econ- 
omy. The Chinesé share is growing rapidly, 
thanks to government patronage of big Chi- 
nese businessmen and to a wave of Taiwan- 
` ese investment. Taiwan is the second biggest 
investor in Indonesia, after Japan. 

The highly-successful Chinese are not 
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Fishing for trouble in the Spratlys 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


| 
| j Berk may seem an improbable geo- 
| political pivot, but the next war in 
|f- South-East Asia could be fought over the 
Spratlys, a collection of mostly uninhab- 
` itable islands in the South China Sea. If 
so, the probable cause will be China's at- 
tempt to make this body of water the “‘in- 
ternal sea" that the Chinese claim it 
should rightfully be. 

Little is clear about the islands. No 
one is sure how many of them there are. 
Some are submerged at high tide, others 
are still being created: one popped up 
near the Malaysian state of Sabah in 
1988. Worse, says Mr B.A. Hamzah, of 
the Institute of Strategic and Interna- 

tional Studies in Kuala Lumpur, “no one 
| is sure who should claim what”, France, 
Britain and Japan have dropped their 
| historical claims. That leaves five coun- 
| tries to fight it out—China, Taiwan, 
Vietnam, the Philippines and Malaysia. 
| The last two are latecomers. The Phil- 
| ippines made its first claim in 1956 and 
| now has around 1,000 marines stationed 
|. on seven of the islands closest to home. 
| ' Malaysia's first claim came in 1979, when 
| it announced that the islands were part 
| of its continental shelf. Malaysia and the 
| Philippines have clashed over fishing 
| rights, but they are the sprats of the 
| Spratlys. 
| The big fish is China, which claims 
| the whole of the South China Sea. Tai- 
| wan, predictably, makes the same claim, 
| 
| 
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but has done nothing to back it up be- 
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widely liked. The Indonesian government 

ws to public sentiment by restricting the 
sale of Chinese publications. The teaching 
of Chinese is discouraged. China is hardly 
likely to approve of such practices now that 
it has a freer hand in Indonesia to fulfil its 
ancient role as guardian to all Chinese peo- 
ple, regardless of where they live. 








yond stationing troops on an 89-acre is- 
land called Itu Aba. 

China's main opponent is Vietnam. 
The two first clashed in the South China 
Sea in 1974, when China seized the 
Paracel islands north of the Spratlys. Be- 
tween then and 1988, say the Chinese, 
Vietnam occupied 20 islands in the 
Spratly group. Vietnam's main forward 
base is on Spratly Island proper (known 
as Trung Sa in Vietnamese), which mea- 
sures 2,500 feet by 1,300—just big 
enough for a small airfield. 

China was never happy about these 
encroachments, particularly after the 
Americans had left Indochina and the 
Chinese had lost to the Vietnamese in a 
brief border war in 1979. In March 1988 
China decided to cut Vietnam down to 
size, and in a one-sided naval engage- 
ment sank several Vietnamese ships. 

Some people believe that China was 
mainly trying to test the Soviet Union's 
readiness to defend its Vietnamese allies. 
The Russians did not bat an eyelid. Now 
they have announced plans to withdraw 
all offensive units from their base at Cam 
Ranh Bay in Vietnam, thus removing 
one of the two possible obstacles to Chi- 
na's ambitions in the South China Sea. 
The other obstacle is Subic Bay, Ameri- 
ca's naval base in the Philippines, and its 
future too is in doubt. 

If the Russians and the Americans do 
leave a vacuum in the South China Sea, 
China has the will and the means to fill 
it. Since the 1988 incident with Vietnam 
it has occupied more of the Spratly keys, 
the usual pretext being that it is install- 
ing meteorological instruments. China is 
now thought to have surveyed James 
Shoal, which is 32 nautical miles off Sa- 


* bah. If the oil and gas beneath the islands 


turn out to be commercially exploitable, 
China's interest in asserting its claims 
will be all the keener. That could raise a 
ticklish problem for Japan, which has 
long taken for granted the openness of 
the sea lanes through the South China 
Sea. What action would it take if it 
looked as though they were becoming 
less open? 





Cambodia 
1975 again? 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


Wi the fighting in Cambodia appar- 
ently getting fiercer, and the govern- 
ment in Phnom Penh falling apart, the peace 
talks due to take place in Paris on July 16th- 
17th seem ever more detached from reality. 
The meeting of the five permanent members 
of the UN Security Council, which will be 
the third of its kind this year, had originally 
been set for July 10th, but was changed for 
“technical” reasons. It will now coincide 
with a meeting in Geneva on the boat peo- 
ple, which is supposed to be attended by 
many of the same delegates. The suspicion is 
strong that the Big Five think the Paris 
meeting is pointless. 

A French diplomat says it makes se 
only as a forum for pressing China to cc. 
promise on its support for the Khmers 
Rouges. That is not impossible: China may 
be wiling to bend if the West's post- 
Tiananmen sanctions are eased at the eco- 
nomic summit in Houston on July 9th and 
10th. But it is unlikely. China is struggling 
with Vietnam for primacy in Cambodia and 
is intent on getting it. 

Its chances are looking brighter. Time is 
running out for the two non-communist 
groups allied with the Khmers Rouges in the 
fight against the Vietnam-backed Cambo- 
dian government of Mr Hun Sen. The non- 
communist factions under Prince Notodom 
Sihanouk and Mr Son Sann were voted an 
additional $7m in “non-lethal” aid by 
America's Congress last week, but it may be 
their last dollop. They are of marginal sig- 
nificance on the battlefield, and fears are 
mounting in Washington and other western 
capitals that aid to the non-communists in 








Seat of power for a Khmer Rouge 
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fact helps the Khmers Rouges. 

According to a rash of recent claims, the 
Khmers Rouges are making big advances. 
Nobody really knows. Travel by journalists 
and aid workers is severely limited, both by 
terrible roads and non-existent vehicles and 
by government secrecy. To make matters 
more obscure, it will rain hard from now un- 
til October, reducing the world for most 
Cambodians to a couple of muddy miles 
around their houses. 

In such a world fear is as potent a 
weapon as an AK-47. Bands of Khmers 
Rouges are said to be operating freely in the 
provinces girdling Phnom Penh. Most of 
these reports are vague; when the Khmers 
Rouges say they have cut another road, it 
could be permanent or it could be for five 
minutes. But unconfirmed reports that the 
Khmers Rouges are "all over the place", car- 
ried by the Khmers Rouges’ own radio sta- 
tion and by more reliable sources such as the 

ice of America, have propelled a wave of 
rural people towards the relative safety of 
the towns. Aid workers say that as many as 
20,000 refugees are now camped on the out- 
skirts of provincidl towns. 

If refugees start to arrive in Phnom 
Penh—it has not happened yet—the paral- 
lel to the last days of the Lon Nol regime in 
1975 will be almost complete. The capital's 
elite have returned to their favourite pas- 
times: personal enrichment and fratricide. 
The hardliners in Mr Hun Sen's communist 
government are increasingly vocal. They ap- 
pear to be grouped under Mr Chea Sim, 
who runs the National Assembly and out- 
ranks Mr Hun Sen in the Politburo. They 
have let it be known that anyone who dis- 
agrees with the ruling People’ s Revolution- 
ary party of Kampuchea i is a “reactionary , 
probably in league with “inactive and idle 
persons and hooligans” and the inevitable 
"foreign espionage circles". 

Since the abortive peace talks between 

opposition and the government held in 
Tokyo in early June, little has been heard of 
Mr Hun Sen. Western governments that 
had been toving with the idea of switching 
their support from the opposition to him, as 
the best of a repellent bunch, must now be 
wondering if he will be around much longer. 





imelda Marcos 


Not guilty 


URING Imelda Marcos's trial, her law- 

yer offered an explanation for her late 
husband's wealth, which was far greater 
than he:could have amassed from his salary 
as president of the Philippines. Ferdinand 
Marcos, the lawyer said, had been the fortu- 
nate finder of a cache of gold hidden by a 
Japanese general in the dying days of the sec- 
ond world war. 
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The story of the Japanese treasure has 
been half believed in the Philippines for 
years. Many holes have been dug in search 
of the yellow stuff, at least one in the centre 
of Manila itself. Now the searchers know 
why they never found it. Ferdinand had it 
under his bed all the time. 

After three months of bewildering de- 
tail about the shell companies and offshore 
banks said to have been used in Marcos 
deals, the jury in the New York trial must 
have been grateful for the simple story of 
hidden treasure. At any rate, on July 2nd, 
Imelda’s 61st birthday, it found her not 
guilty of stealing more than $200m from the 
Philippines and using the money to buy jew- 
els, paintings and Manhattan skyscrapers. 
Mr Adnan Khashoggi, a Saudi financier, 
was cleared of helping her and of obstruct- 
ing justice. According to the jury's foreman, 





A happy birthday for Imelda 


the prosecution’s case was poorly prepared. 
It produced 95 witnesses but none was able 
to give evidence that Mrs Marcos had had 
her hand in the till. Being a “world-class 
shopper" is not a crime. 

Where does the verdict leave Imélda 
Marcos? Rather happily placed to continue 
her campaign to return to the Philippines. 
She says her main thought is to take home 
her husband's body, at present in cold stor- 
age in Hawaii. But President Cory Aquino 
appears to believe that Mrs Marcos has po- 
litical ambitions and still refuses to let her 
in. Mrs Aquino might change her mind if 
she thought that multi-billion-dollar theft 
charges pending against Mrs Marcos and 
her family in the Philippines could be up- 
held. But after the New York verdict she 
cannot be sure. A cleared Imelda could even 
challenge Mrs Aquino for the presidency in 
1992, should Cory decide to stand. At least 
she could make mischief. Mrs Aquino be- 
lieves that Marcos money was behind a coup 
attempt against her last December. 

Mrs Marcos's friends dismiss such sug- 
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gestions. Mr Francisco Tatad, who was a m 
spokesman for her husband, says she is “a - 
woman transformed by suffering, in quality 
and substance. God in his infinite mercy has | 
blessed her." He has certainly moved ina ~ 

mysterious way. 
































Sri Lanka and India , 4l 


And dont 
come back 


FROM OUR SRI LANKA CORRESPONDENT 


SRI LANKA is getting nervous about in- id 
dia's statements on the renewed civil + 
war in the island. The Indian foreign minis- — 
try has spoken of its “deep anguish”. The ~~ 
Indian prime minister, Mr V.P. Singh, says - j 
his country will "take steps" to pe civi — 
ian Tamil casualties. What does he mean? 
Surely India is not thinking of sending its 5 
soldiers back to Sri Lanka? A senior Sri Lan- - 
kan foreign-ministry official, Mr Bernard 
Tillekaratne, was hastily despatched to 
Delhi on July Ist to find out. 

He was apparently assured that India - 
would not be tempted to intervene again, 
nor allow the Tamil Tiger guerrillas to have: - 
bases in southern India. But, at least on the ~ 
question of bases, the government may find = 
it hard to keep its promise. The chief minis- ~ 
ter of the southern Indian state of Tamil E 
Nadu, Mr Muthuvel Karanunidhi, isa Tiger | Lr 
sympathiser. He has a large Tamil constitu. | 
ency to satisfy. His party is a member of the 
coalition in power in Delhi, so the central _ 
government has to take notice when he — ^ 
starts to shout. | 

In 1987, after an agreement between In- — 
dia and Sri Lanka, Indian “peacekeeping” — 
soldiers were welcomed to the island as a YA. 
iours of the Tamils. They were su = 
supervise the disarming of Tamil puerili >. 
groups, and ensure that the Tamils were 
given the say in their affairs promised by the - 
majority Sinhalese. But the Tigers, who seek 
a separate Tamil state in the north-east, re- 
fused to disarm. The Indians became em- & 
broiled in a dirty war, losing more than, — 
1,000 men and becoming increasingly un- ~ 
populer. When they left in March, the over- ; 
whelming feeling throughout Sri Lanka was x3 
of relief. But hopes of peace were dashed last ` 
month when the Tigers broke their 14- — 
month truce with the government by attack- < 
ing police stations in the north-east. Since: 
then 600 people are believed to have died in. .— 
the fighting. 2 

The army has dislodged the Tigers from -~ 
much of the north and east, but they still ~ 
control Jaffna. The army garrison in the old 2 
Dutch fort there has been under siege from _ 
the Tigers for several weeks. On July 3rd ` 
some clever manoeuvring by helicopters ` 
brought in supplies and got the wounded 
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out. The Tigers’ claim that napalm has been 
used against them is discounted by indepen- 
dent observers, although it seems that in- 
cendiary devices made of tar and petrol are 
being dropped by the air force. 

If the bombing continues, thousands of 
refugees may flee to Tamil Nadu, bringing 
further pressure on India to do something. 
Already the Tigers are discounting their war 
with the Indians and asking for India’s 
"moral" support. The bombing of civilian 
areas, even after the dropping of leaflets 
warning people to leave, is hardly likely to 
commend the Sri Lankan government to 
anyone, let alone India. Several journalists 
have witnessed helicopter gunships strafing 
Tamil villages. With every bomb and bullet, 
support for the Tigers in the beleaguered 
Tamil areas grows stronger. The fight is in 
danger of becoming the straightforward eth- 
nic war that the government says it is des- 
perate to avoid. And India is watching in- 
tently from across the water. 





Bougainville 


Hebels with an 
Oxford accent 


HE separatists in Sri Lanka, Ireland and 

Kashmir perhaps take little notice of the 
affairs of Bougainville. But this remote is- 
land appears to have gained a sort of inde- 
pendence with an ease that would stagger 
the big-league rebels. 

Bougainville is, or maybe was, part of 
Papua New Guinea. Its 300,000 people have 
never had much liking for what they call the 
"mainlanders" on New Guinea, 500 miles 
away. The islanders' skins are darker. Even 
their pidgin is distinctive: it has an Oxford 
accent, a legacy of long-gone English admin- 
istrators. When Papua New Guinea gained 
independence from Australia in 1975, Bou- 
gainville wanted to go its own way. 

Papua New Guinea sought to placate 
the separatists by giving the island a lot of 
autonomy. In 1988 the separatists resur- 
faced. They attacked workers at the Pan- 
guna opencast copper mine, one of the 
world's biggest, forcing it to close. Their 
leader, Mr Francis Ona, demanded that the 
mine be filled in and the land made fertile 
again. He asked for $11.5 billion compensa- 
tion for local landowners and, most dismay- 
ing of all to the government, for indepen- 
dence from Papua New Guinea. 

The government sent its soldiers to put 
down Mr Ona's "Bougainville Revolution- 
ary Army”. The rebels simply sniped at 
them from the jungle, as, during the second 
world war, a handful of Australians had 
taunted the 40,000 Japanese soldiers occu- 
pying Bougainville. Last March the govern- 
ment withdrew all its soldiers from the is- 
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land in return for a promise by the rebels to 
negotiate. No peace talks have taken place 
because none of the meeting-places sug- 
gested by Papua New Guinea is acceptable 
to the rebels. The latest idea, offered by Pa- 
pua New Guinea’s prime minister, Mr 
Rabbie Namaliu, is that the two sides should 
meet aboard a New Zealand warship, 

Meanwhile, Bougainville has declared 
independence. Mr Ona has made himself 
president. His “cabinet” includes members 
of the former local administration. A firm in 
Singapore has been asked to print Bougain- 
ville passports. Foreign governments have 
been invited to recognise the new state. 
None has. Papua New Guinea is trying to 
quarantine Bougainville, allowing in only 
medical supplies. 

What is really happening is obscure, be- 
cause no reporters are getting in. The rebels 
send out occasional cheery messages by fax 


machine to say they are doing all right. They 
may be. With the copper mine closed, the 
island's economy is mainly agricultural and 
no one need starve. If the rebels have 
achieved independence, they have done so 
at a cost of about 100 dead, cheap by seces- 
sionist accounting. 

They have been helped by indecision in 
Papua New Guinea, and in Australia, which 
still has a big say in its affairs. Both countries 
are keenly interested in the Bougainville 
mine. When it was operating, it was man- 
aged by an Australian subsidiary of Britain's 
RTZ and accounted for 3596 of Papua New 
Guinea's exports. In April the country had 
to turn to the IMF for help and accept its con- 
ditions. One possibly stabilising effect of the 
Bougainville trouble is that Mr Namaliu is 
not having to face the votes of no-confi- 
dence common in Papua New Guinea's par- 
liament. No one, it seems, wants his job. 





How's lung? 


Japanese health care 





Keeping well in their own way 


FROM OUR TOKYO CORRESPONDENT 


HE Japanese smoke, drink to excess, 

take little exercise, spend less of their 
GNP on health care than most other rich 
countries and yet live longer than anybody 
else—men to a ripe old 74.7 years, women to 
80.7. How come? They eat the right things 
and stay away from hospitals. 

The trouble is that, with their increas- 
ing wealth, they are starting to eat the kinds 
of things westerners like and are suffering, 
and dying, more from westerners' diseases. 
And although Japanese health care offers 
countless tips for welfare services every- 
where—in being relatively cheap to admin- 


ister, for one thing—it is in need of some 
treatment itself. By 2000 it will be groaning 
under the weight of a long shuffling line of 
patients with geriatric complaints. 

The westernisation of Japanese disease 
is picking up speed. The biggest killer in Ja- 
pan, as in America and Europe, is cancer, 
which overtook strokes in 1981 as the lead- 
ing cause of death among Japanese. Heart 
disease, until recently third after strokes, is 
now second. By a wide margin, the most 
common cancer is still stomach cancer (all 
that salt), but kinds of cancer more common 
in America and Europe have begun to in- 
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panese government survey published last 
ionth, the incidence of lung cancer in- 
'eased 85% between 1975 and 1985; breast 
incer was up 10596 over the decade. 

What about the two out of three Japa- 






























and other pulmonary disorders are still 





tries. All that heavy drinking after work? 
Death from cirrhosis of the liver is no more 
common in Japan than in America, and a 
good deal rarer than in West Germany. 

> Diet is the main influence on Japan's pe- 
culiar pattern of mortality. Traditionally 
scant on animal fats and other naughty in- 
gredients, Japanese fare has provided calo- 
es aplenty from rice and buckwheat noo- 
3, and adequate protein from fresh fish 
soyabean-based tofu. Since the 1960s, 
vever, the Japanese have been stuffing 
mselves with more and mote junk-food 
ries; they now consume around 2,800 a 
yy, compared with Americans’ 3,600, Obe- 
ty is beginning to be a problem, especially 
among the young. Worse, meat-eating has 
ore than quadrupled—from 17 grams a 
iy in 1960 to around 80 grams today. 

+ All that extra protein from meat and 
iry products is showing up in the increas- 
ing stature of the Japanese. Eleven-year-olds 
have been getting more than an inch taller 
every decade. But there is a price. Health of- 
ficials are convinced that the country's fat- 
jer diet is behind a sudden recent rise in 
coronary disease. The Japanese do not know 
enough to worry. A pharmaceutical firm re- 
cently asked Tokyo residents about choles- 
erol. Nine out of ten did not know that too 
much of it can be dangerous; few were aware 
‘hat vegetable fat is safer than animal fat. 
Japanese who do fall ill do not lack for 
he latest drugs and equipment. If anything, 
ey get too much of both. Last year Japan 
ent ¥23.6 trillion ($156 billion) on health 
e. Ás a proportion of GNP, that was just 
er half the American level and about 
ual to West European levels (see table). 
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ese men who have smoked all their adult | 
lives? Surprisingly, lung cancer, emphysema 


lower in Japan than in many other coun- 






















_ these are the low-hormone "mini-pills" that 



















Even so, Japan leads the world in the 
amount of drugs prescribed for patients. 

.. The-reason is simple. A large portion of 
doctors' and hospitals' incomes comes from 
the difference between the price at which 
the government reimburses them for drugs 
used and the discounted price that they ac- 
tually pay the drugmaker for them. The 
health ministry has been trying to put a stop 
to the racket by lowering its reimbursement 
prices, but Japan's medical fraternity, like 
most countries’, is a powerful lobby. 

Japan also has more advanced medical 
tools like CT (computerised tomography) 


scanners than almost any other country. 


That is becoming more a source of criticism 
than praise. With four out of five of Japan's 


10,000 hospitals privately owned, and all 


but a handful of the 80,000 clinics in the 
hands of individual entrepreneurs, ad- 
vanced diagnostic tools have become a good 
way of generating more income, Patients get 
tests whether they need them or not. 
Keeping hospital beds full also keeps the 
money rolling in. The average hospital stay 
in Japan, even after excluding people receiv- 
ing long-term treatment, amounts to an 
astonishing 40 days; in America it is five 
days. Wisely, people are slow to go to hospi- 
tal in Japan. Admission rates are only 6.4%, 
compared with 1896 in the West. l 
Apart from voting with their feet, the 


Japanese do not complain about any of this. 


Patients’ rights, informed consent and mal- 
practice suits are unheard of. Many prac- 
tices are archaic. The first, and only, Japa- 
nese heart transplant was a success, but the 
surgeon who performed it was charged with 
murdering the donor (a drowned man). 
That was 22 years ago. ü 
Other organ transplants are technically 


legal but doctors still consider them taboo. 


Transplants from living donors—especially 
liver transplants from parent to child—are 
only now beginning to be approved by medi- 
cal ethics boards. Meanwhile abortion con- 
tínues to be one of the leading forms of con- 


— traception, especially for married women. 
| Oral contraceptives are illegal, though - 
oestrogeti-based drugs can be prescribed for 


"gynaecological complaints". But none of 








.. More than half the bills- 
_for all this are footed by the: 
government and employers 
between them. Wage-earn- 
ers are subject to a deduc- 
tion of 3.5% of their 
monthly pay to cover 
health insurance for them- 
selves and their depen- 
dants; their employers con- . 
tribute another 4.596 or so. 
The self-employed usually 
jon a local-government 
scheme. The company 
based policies cover 9096 of 
costs, local-government schemes no more 
than 8096. The government argues, con- 
vincingly, that people who have to pay a 
terith or more of their medical bills will 
think twice before they abuse the system. 
Health officials are pleased at their suc- 
cess in squeezing costs. The national he: ` 


‘bill last year rose only 3.5%, less than « 


(in America, medical costs have been rising 
far faster than GNP). But once Japan's popu- 
lation starts aging fast, today's method of 
controlling costs—keeping people away 
from hospitals—will not be up to the job. 
Nobody is yet thinking about what might 
be, though a reduction in the incentives for 
hospitals and doctors to overtreat the pa- 


tients they do get their claws into might be a 
. good place to start. 








Truth will out 


FROM OUR MOSCOW CORRESPONDENT 


`. À THEORY favoured by some his- 
£Xtorians is that South Korea 
started the Korean war of 1950-53. 
The North’s offensive, they say, was _ 
in retaliation for the South's attacks. 
Mr Li Sancho, who was the 
| 
| 
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 North's deputy chief of staff in the 
war, has squashed that lie. He has 
told Moscow News that. "it was a 
carefully prepared invasion" by the 

n North. The North’s leader, Kim Il 
Sung, consulted Stalin and then 
"with well prepared superiority cap- 
tured the South's capital." 

Mr Li became ambassador to the 
Soviet Union after the war. Inspired 
by Khrushchev's denunciation of Sta- 

| lin, he tried to denounce Kim Il Sung 
and was granted asylum in Russia. 
Until now Mr Li’s war story has been 
suppressed because the Soviet Union 
did not want to upset the North. Mr 
. Gorbachev's recent meeting in Amer- 
ica with the South's President Roh 
Tae Woo has made one piece of his- 
tory possible. 
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Mikhail Gorbachev: 
against the Japanese: 
Mikhail—just like old. 

could be less ` vi 

































war : for economic su : 
acy (and feel strange 
threatened by a propose d 
link between — Japan's. - 
Mitsubishi group and: Ger- 
tany's Daimler-Benz). 
Opinion polls show. that 
most Americans. think, 
wrongly, that Japan is al- 
ready richer than the 
United States. They alo ¢ 
think, less wrongly, that Ja 
pan produces higher-quality -AY 
goods than America does. 
Another sign of.neuro-. __, 
sis about Japanese compe- 
tition: a poll by the: Wi 
Street Journal and. 'NBC 
records that 86% of respon- - 
dents would prefer: sewer i 
but equal economic growth — 
3 yoth countries to faster 
growth but with Japan's lead 
widening. Few policy-mak- 
ers. would subscribe to a 
~ view that cuts off America’ s 
-nose to spite both countries’ 














the nation’s competitiveness. It is disturb- 


ingly reminiscent of the debate that was go- 
ing on some 30 years ago on Britain's d decline 
and how to reverse it. 


There is no disputing Apu s loss of - 
competitiveness. The Office of Technology... : 
Assessment (ota) glumly introduced.a re- 


faces. But they are worried, —— esie 


"and not just for protection- 
ist; Japan-bashing reasons. 
A new study by the Commerce Department 
~ of 12 emerging technologies, such as super- 
snductors and optoelectronics, concludes 
- that Japan already leads the United States in 
five of them and is fast gaining B data in 
H five more. 
.. ^ The watchword in the new war is- com- 
e in the past few years a whole 









try has grown up around it. Councils, think- 
‘tanks, business-school professors, politi- 
cians all stand ready with quotes, 
pamphlets, books and conferences offering 
their patent remedies on how to improve 








ew (and appropríately competitive) indus- 





cent report with the words ‘ TA eria? man- 
ufacturing has never been in more trouble 
than it is now." The decline of traditional 
mainstays such as cars and steel has been fol- 
lowed by a decline in newer industries. 
America invented the video-cassette re- 
corder; its producers now have less than 296 
of the world market. America's share of the 
world semiconductor. market has slipped 
from two-thirds in the 1970s to just over 
one-third now, The top three companies 
awarded electronics patents in America in 
1987 were all Japanese. In 1989, for the first 
time ever, Japanese industry outspent Amer- 


© schools need to be improved; and th 
short term, improve and speed up its aj 


abroad for new thinking. Other prof 





E tended i to improve wir: : 
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ican industry on investment in plant. 
equipment. America’s manufacturing 
ductivity growth continues to lag beh 
that of other rich countries. E 

The argument erupts over the c cure 
in diagnosing the illness. Some idea 
wide endorsement: it is generally agree 
cutting the budget deficit would help. 
duce the cost of capital; that An 











dustry rust shift its horizons beyon 










cation of technology and learn to. 
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nent, cutting- capi al 
tax, reforming prod 
ability. laws and relaxi 
, antitrust laws to allow wide 

E collaboration. « on precom 















- (but no Republicar 
_ strongly resist. Their. f 
posals include seats. for th 
cabinets economic. me 
bers on the National Sea 
rity Council, a hugely | 
panded advanced-t echn 
ogy programme in 
Commerce. Depa tn 
more cash for defence R: 
that concentrates on 
use (civil and military). 
nologies, and the fost 
of consortiums of g 
ment and industry to 
out research and 
production. Nx 
Though the OT ; 
accuses the government of “dozing 
switch”, the administration is also eng 
in a lively debate on competition.- 
ert Mosbacher, the commerce. sec 
talks less freely than he once did of th 
lic and private sectors working togeth 
was brought firmly to heel. by 
marketeers opposed to industrial. p 
Chief among these are Mr John Sunu 
chief of staff, Mr Richard Darman, the 
get director, and Mr Michael Boskin 
president's chief economic adviser (all 
were witheringly accused in a recen 
phlet of jeopardising America's. 













































COLUMBIA, SOUTH CAROLINA 


ALIFORNIA was the beachhead 
WM when Japan began building factories 
in the United States in the 1970s and 
-early 1980s. The second wave hit the 
South. Lured by lower wages and taxes, 
few trade unions, and good old southern 
: hospitality (including lots of top-notch 
-. golf courses), Japan put 35% of its 1988 
+ American investment into 13 southern 
. States. 


' (SGPB), which reports this finding in a new 


study, says that Japanese-created employ- 
ment in the South grew at a yearly rate of 


‘Just aane Japanese worker 






^ Molibacher' s deputy, Mr Tom Murrin from 
Westinghouse, talks a little ruefully of his 
en months' experience of democracy. 
: The debate has now moved beyond the 
ee-market versus intervention row that 
obbyists fanned so eagerly last year. Mr 
urrin says that the administration is devel- 
ing a "mission statement" that would 
Ip determine how the government allo- 
s the $71 billion it spends on R&D. Most 
his still goes on defence, but the empha- 
belatedly switching to civilian research. 
Allan Bromley, the chief scientific ad- 
r who has frequent and easy access to the 
ident, welcomes the chance to boost ci- 
R&D. He notes that Mr Darman is also 
wusiastic about big spending on basic sci- 
fic research, though that enthusiasm 
have been dampened by recent evi- 
ce that both the space agency NASA (the 
ble and shuttle fiascos) and the 
inducting. supercollider are as capa- 
as any Pentagon project of wasting tàx- 
money with poor results. 
o establish priorities, Mr. Bromley is 
ing up his own list of critical technol- 
He is s also encouraging better links be- 
i government. laboratories 





The Southern Growth Policies Board 


d between 1977 and 1988, s 






with a national rate of 14%. This is ex- 
pected to continue, which makes south- 
erners happy—except for the many who 
fret about foreigners having too much 
control. 

The Japanese, too, are generally happy 
with what Dixie has to offer. On average 
southern factory workers are paid less 
than $9 an (the national average is 
nearly $11). Electricity in the South costs 
less; income taxes are lower; investment 
incentives higher. To attract the $1.2 bil- 
lion Nissan car factory to Smyrna, Ten- 
nessee, state officials offered $20m-worth 
of tax incentives, training programmes, 
and infrastructure i improvements. 

Culturally, the South's low- 
- pressure business style also appeals 
to the Japanese. Southerners tend 
. to use gentle, circumspect lan- 

“guage in their demands, and are 
willing to exchange pleasantries 
for ages before they start hardcore 
negotiations. The result: car fac- 
tories in Kentucky and Tennessee; 
textile mills and a film-manufac- 
turing outfit in South Carolina; 





Tennessee, Alabama, Oklahoma 
and South Carolina; even a zipper 
ctory in Georgia. 

.. But all is not moonlight and 
nagnolias. The South. hasa els 







and TE There are some 726 govern- 


ment laboratories, few of which give much - 


thought on how to transfer technology to 
industry. Mr Bromley wants each laboratory 
to have an office that makes this its sole con- 
cern, with special- emphasis on small 
companies—and "with the carrot of more 

: aboratory if the results are 





. good. "He hopes the Defence Department 
will follow his lead. « 


The ora report also calls for greater 
technology transfer. But it goes on, rather 
breathlessly, to contrast the $47m in loans 
and $3.6 billion in loan guarantees that the 
federal government gave small businesses i in 
1989 with the Japanese government's out- 
pouring of $27 billion in loans and ps bil- 
lion in loan guarantees. 

Both the OTA and many of its masters in 
Congress are keen to see America emulate 
not just Japan but also the European Com- 
munity programmes for helping advanced- 
technology industry (names like Esprit, Eu- 
reka and Jessi are tossed around with 
envious abandon). But are government-in- 
dustrial -programmes the answer—even if 
there were room for them in the budget? 





electronics factories in Georgia, D 


. gated by Japanese companies, using de- 


Japan's External Trade Organisation. 










d « on women) dos not pte Gt 
comfortably with American values. After 
querying whether America’s civil-rights 
legislation dp! applied to their busi- 
nesses, several Japanese companies have 
agreed to pay large amounts to settle 
discrimination complaints. Honda settled 
with the Equal Opportunity Commission 
in 1988, giving $6m in back pay to minor- 
ities and women. It also paid $461,000 in a 
separate age-discrimination suit. 
Sumitomo Company paid $2.6m to settle 
a federal lawsuit charging sex bias. | 

A recent, unpublished study by the 
chief author of the scpp report, Mr Doug- 
las Woodward of the University of South 
Carolina, suggests that Japan’s attitude to. 
blacks remains unreformed. Other fac- 
tors—labour costs, taxes and so on—be- 
ing equal, Mr Woodward found that a 
large black population will deter rhe Japa- 
nese from choosing a particular site for a 
factory. They are less likely, says Mr 
Woodward, to select the South's poorer, 
blacker counties. 

This corroborates an earlier report by 
the University of Michigan which found 
that the Japanese were putting their car 
factories in areas where few blacks live, 
and that they were hiring minorities at a 
lower rate than would be expected from 
the local racial mix. The racial compo- 
sition of a site is almost always investi- 
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. Presidential vetoes 


Just saying no 


WASHINGTON, DC 


‘HE president’s 13th veto came on a rrr 
day. On June 29th, as- expected, Mr 
Bush blocked legislation requiring compa- 
nies to grant their employees time off to care 
for new-born or sick childen. He said that he 


.. Objects to the government imposing man- 
dates like this on business, although he 


urged firms to adopt the leave policy on 
their own. 

Democrats admit that they do not have 
the two-thirds majority in both the Senate 
and the House of Representatives that they 
need to override the veto. [nstead, they talk 
optimistically of using Mr Bush's rejection 
of the bill to persuade voters that Republi- 
cans are unsympathetic to family and social 
concerns. This line will look stronger if Mr 


Bush also vetoes the bills on child care and 


civil rights that are wending their Way to- 
wards him for signature. 

Mr Bush has exercised his veto: surpris- 
ingly often. At the same stage ol . 








Bush-whacked 


Presidential vetoes 
First 17 months of office 





dency, Mr Reagan had vetoed just six bills 
(although, admittedly, he had a Republican- 
controlled Senate to work with). But Mr 
Nixon, who like Mr Bush faced a two- 
pronged Democratic Congress, vetoed no 
bills at all in his first year. The only recent 

ident to have outdone Mr Bush was Mr 
«ad, who vetoed 66 bills in his 29-month 
presidency. 

More significant is Mr Bush's 10096 
record of having his vetoes stick. In January 
he was widely expected to be overridden on 
a bill that would have allowed Chinese stu- 
dents more time to stay in America. It was 
also thought that Congress, in June, would 
insist on upholding its changes to the Hatch 
act, giving federal-government staff more 
freedom to involve themselves in politics. In 
both cases Mr Bush's team quietly worked 
on enough Republican senators to block a 
veto override. 

After a year and a half, the administra- 
tion's legislative strategy is following a clear 
pattern. The White House offers a proposal, 
plus promises of flexibility in negotiating 
with Congress. But a line is drawn beyond 
which a veto is explicitly and credibly threat- 
ened. Thus an upper limit was set for the 
minimum wage with a requirement for a 

t training-wage. On the clean-air bill, 
the administration has set a limit of around 
$20 billion for the annual extra cost to in- 
dustry. On child-care legislation, it is oppos- 
ing any new big federal grants. 

The next stage is up to Congress. It can 
pass a bill in defiance of a veto threat, as it 
did with the first minimum-wage bill; or it 
can negotiate with the administration to 
meet its conditions, as the Senate did with 
clean air. If it does the first, Mr Bush has 
shown that he will carry out his threat and 
do his utmost to ensure that Republicans (at 
least in the Senate) back him. It takes only 
34 of the 45 Republican senators to ensure a 
veto sticks. Cajoling, promising or old-fash- 
ioned arm-twisting can usually deliver them 
(with the added benefit that congressional 
Republicans have then to be taken more se- 
riously by their colleagues). 

The administration’s strategists are en- 
couraged by the success of this approach. 
But it has an inherent fault: it is ssentially 
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negative. Mr Bush may be able to stop Con- 
gress from doing things he dislikes; but he 
cannot force it to do what he wants. That 
simple fact, as much as congressional foot- 
dragging, explains why so much domestic 
legislation on issues such as crime, educa- 
tion and housing is either stalled or moving 
at a snail's pace. 





Christian Science 


Neglect versus 
creed 


BOSTON 


N THE shadow of Christian Science's in- 

ternational headquarters in Boston, two 
of the church's members have been found 
guilty of the “involuntary manslaughter” of 
their young son. Before the verdict, which 
came on July 4th, the normally withdrawn 
sect had launched a publicity campaign to 
defend itself against what is saw as a latter- 
day witch-hunt. 

At issue was a tragedy that struck David 
and Ginger Twitchell. Their 2!2-year-old 
son died in 1986 after a five-day illness, 
which was subsequently diagnosed as a 
bowel obstruction. Following a central tenet 
of the Christian Science faith ("the human 
mind alone suffers. And the divine mind 
alone heals it.”) the couple turned to spiri- 
tual healing rather than seeking medical at- 
tention for the boy. They called in a church 
healer and a nurse, neither of whom is medi- 
cally trained. 

Guided by the first amendment's pro- 
tection of religion, Massachusetts—like 
many other states—introduced a statute in 
1971 which absolves from neglect or abuse 
parents who use spiritual healing in treating 
their children. But in this case the prosecu- 
tion—backed during the trial by the 
judge—argued that the statute does not ap- 
ply when a child dies or is seriously injured. 
The Twitchells, the prosecution charged, 
recklessly neglected their son. The prosecu- 
tion also probed deep into Christian Sci- 
ence during the trial, by questioning wit- 


. AMERICAN SURVEY 


nesses about their beliefs. 

The defence objected constantly, argu- 
ing that the Twitchells’ faith was not on 
trial. Nonetheless, the jury may have been 
persuaded in part by the prosecution’s claim 
that the Twitchells had themselves resorted 
to modern medicine; Mr Twitchell took a 
pain-killer for toothache. The parents said 
they did not realise how ill their son was. 

Some saw the case as an old-fashioned 
morality play reflecting Boston's ethnic poli- 
tics. A predominantly Yankee church in the 
Protestant tradition, representing the Bos- 
ton establishment, was ranged against blue- 
collar Roman Catholics who lined up be- 
hind the district attorney. 

The Twitchells’ lawyer says the couple 
will appeal the guilty verdict on grounds 
that the judge misdirected the jury. If they 
fail, the maximum sentence would be 20 
years in prison. 

The Christian Science church does not 
proselytise, so it generally goes unnoticed 
and unimpeded. But during the trial it 
placed advertisements in the Boston Globe, 
and bought radio time to explain its beliefs 
and how they are legally protected. This is 
the seventh such case in the past few years 
since the Supreme Court allowed greater 
leeway to states on religious rights. Two are 
already on appeal. 





Double tragedy 


































i adi | ng pl aces ; 


F THEY work for acid rain, “might they 
also work for global warming? Tradable 
ermits are rarely used to tackle environ- 
rental problems outside America. Most Eu- 
Opean environment ministers have only a 
sketchy idea of how they work. But they are 
t the core of the new clean-air bill that is 
ow before Congress. And they have be- 
ome part of America’s official negotiating 
osition on climate change. 

. The group. which is doing most to 
read the gospel of tradable permits is the 
vironmental Defence Fund (Epr), one of 
. few green lobbying. organisations in 
Yerica run by economists rather than law- 
s. The idea, which is a good 20 years old, 
)mbines the flexibility and cost-effective- 
ess of an economic instrument with the 
ertainty of regulatory standards. 

In essence, a regulator sets a ceiling on 
ie amount of pollution allowed for a whole 
ustry, and issues permits to individual 
rms for their share in that amount. Pollut- 
rs can then buy or sell permits, so that 
those who can clean up cheaply do so and 
then make money by selling spare permis- 
sion to pollute to those for whom cleaning- 
up would be more expensive, ` 

_. Enthusiasts argue that tradable permits 
are an improvemeht over standard-setting. 
They criticise the conventional method be- 
cause it provides an incentive to reach the 
minimum standard for a clean-up but no 
more; it tends to specify technological an- 
swers to pollution problems, freezing inno- 
tion; and it often imposes tougher. con- 
ols on newer companies. With tradable 
rmits, say believers, some companies at 
spired to be cleaner than average so th 
ey can sell the e right to be SRM 4 to othe 














nd 1 new companies can buy permis ion | 
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ost economists s odd agree th 
the cost of implementing the. 
the e new clean-air feu T 











cotvalssioned bn two senators, a 
an and. al Democrat, and delivered 











on all chimneys. Those who. 
. emit more than their allow- 
ance are fined, at a rising rate 


pensate! for their past excess. 


P up t to Jolie of emission n permits 





T Hing the right to be dirtier, i in America und perhaps on world markets too 


to the Republican convention in August 
1988. With encouragement from the White 
House, EDF developed a trading programme 
in the emissions that cause acid rain. In July 
1989 President Bush sent Congress propos- 
als modelled on the EDF scheme. 

The main feature of the programme is 
the cap it imposes on emissions from elec- 
tricity-generating plants. Emissions of sul- 
phur dioxide must be cut by 10m tons, and 
of nitrous oxide by 2m-4m 
tons, over the next decade. 
Whereas: the old trading 
scheme was seen by environ- 
mentalists as a way to prop up 
a law that had failed, the new 
cap is a guarantee that, what- 
ever else happens, emissions 
will fall for good. And the ex- 
istence of the cap, says a glee- 
ful Mr Dudek, leaves a vital 
role for politicians: * ‘that of 
passing out the pork". Instead 
of arguing about the total 
level of emissions, they argue 
how those emissions should 
be shared out. ! 

The process will be deval- 
ued if some polluters cheat. 
So draconian penalties. are a 
second vital feature. By 1993 
power stations must fit pollu- . 
tion-monitoring equipment 


and with no appeal, and must 
then.cut by enough to com- 


To ensure some trading, 








































by. the government an | 
- That has two other advan- 


tages. It should stop established companies 


keeping out newcomers by hoarding per- 
mits; and it provides a public reference 
price. Ifa utility demands a price rise to pay 
to install scrubbers on its smokestacks, its 
regulator may be able to say, “The market 
price for polluting is much lower. Go and 
buy some permits. 


Going global 


The administration has two main concepts 
it hopes to build into any international 
agreement on climate change. It wants a 

“comprehensive” approach; and it wants 
emissions. trading, A comprehensive ap- 
proach would tackle all the “greenhouse” 
gases thought to cause global warming, 
rather than just the main one, carbon diox- 
ide; and it would address both sources (cars, 
factories, power stations) and sinks—such 
as trees—which mop up greenhouse gase 

The table shows one reason for taki; 
such a line: deforestation places some third- 
world countries high up the list of culprits 
for greenhouse-gas emissions, as does gas- 
flaring in the Middle East. A better reason is 
that measures to cut one source of green- 
house gas may encourage another: a switch 
from coal to natural gas, for instance, would 
reduce carbon-dioxide emissions but in- 
crease methane. 

An international trading system in 
greenhouse gases would allow the countries 
which could reduce emissions most cheaply 
to earn money by selling gas-emitting allow- 

ances to those for which cuts 
were more expensive. If third- 
world countries were allowed 
more permits, and industrial 
ones fewer, than they needed, 
there would be a built-in in- 
centive for industry to take 
energy-efficient technologe r^ 
developing countries and 
‘the emission savings back to 
first-world plants. 

Sceptics point to the ap- 
palling difficulties of allocat- 
ing permits.in the first place. 
Third-world countries and 
the Soviet Union would agree 
only if they were sure they 
would have spare permits to 
sell; America, which would be 
the main buyer of permits, 
would agree only if it knew in 
advance what price its indus- 
try would. have to pay other 
countries for emission per- 
. mits. Policing such a system 

would be a-nightmare; when 
nobody is sure how much 
methane is emitted, how 
could a cut in such emissions 
ever be measured? 

















BP has foun 


oil in space. 


Contrary to popular belief, space is not the final 
frontier 

We've been there for years, analysing satellite 
images of the earth's surface to help us find oil. 

One such image takes in thousands of square 
kilometres. Allowing our geologists to single out areas 
of promise, based on the disposition of minerals and 
rock formations. 


Satellite imaging isn’t the only space-age tech- 





nique employed by BP Exploration. 

We've developed lasers capable of detecting 
microscopic amounts of oil. Because traces of oil 
seeping to the earth's surface can betray huge 
deposits underground. 

Whatever the method of exploration, our mission 
is the same, to boldly go where no oil company has 
gone before. 

Finding new energy reserves is just one of the 


things BP is doing today, for all our tomorrows. 





For all our tomorrows. 


In a country where hepatitis is not only 
common but frequently fatal, an Indian 
woman has received a vaccination that 
prevents it. The Hepaccin B vaccine was 
mass-produced and exported to her 
country by Samsung. 


G Samsung Group 1990 


A businessman in Belgium can send and 
receive data and information via the most 
advanced telecommunications system in 
the world. It was made possible by an 
exchange of technology and equipment 
between his country and Samsung. 





Last year a major U S. consumer advocate On February 14, 1989, a Hungarian engineer 
publication conducted a survey comparing and 19 fellow countrymen began an intensive 
14 brands of microwave ovens. The results technical training program sponsored by 
When a grandmother from Pittsburgh bought Samsung. Our commitment to exchanging 

a Samsung, she bought the most reliable technology has also aided development in 
microwave oven made. Malaysia, Pakistan, India and Egypt. 


In 205 locations around the world, we're doing what we've done in our own country of Korea for the past fifty-two years: | 
Applying technology to make seemingly impossible dreams come true S AMSUNG 


Technology that works for all of us. 
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| slinky, elegant, sophisticated and unmistakable. One of the 
: 20th century's design classics by the legendary Le Corbusier. 

: Perfectly proportioned, stylish, dignified and unique. One of 
: the 20th century's classics, from the legendary marque of Volvo. 

| The distinctively wedge-shaped looks draw admiring glances 
| all over the world. 

: Interior ride comforts are unsurpassed, even over long 











pur distances. Thanks to the new Volvo Multi, ink rear suspension system À 
B uU or superior road holding. And the all-new Electronic Climate 


c d | .. Control System. 
| MN S | The streamlined new Volvo 760. No won 
7: F - streaming to it. 
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' for international greenhouse-gas trading, at 
least in the short term, is between a smallish 
number of well-intentioned developed 
countries. It would be ideal for a block of 
countries, such as the European Commu- 
nity or even the OECD. Perhaps Mr Dudek 


should buy a ticket to Brussels. 
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)ink 


fe WASHINGT ON, DC 
VEN the most cheerful agricultural lob- 
. Loabyists did not expect the bigger carrots 
and smaller sticks that lurk in the five-year 


farm bill that is about to arrive on the floors ~ 


of the House and the Senate. Farmers get 
incentives to farm in more environmentally- 
"Ídendly ways; protectionist measures 
: nst overseas competitors are continued; 

-the so-called safety nets for farm incomes re- 











- main in good repair. Yet the lobbyists for 


_ smaller carrots and bigger sticks are not as 
~- dismayed as they might be. 
On the environment, 


think-tank, says organisations like his own 
came to realise that green taxes to discour- 
age the over-use of pesticides, herbicides 
and other hazardous chemicals were not go- 
ing to fly this election year. To get what they 
wanted, environmental lobbyists had to face 
the fact that "agricultural committees are 
not big on telling farmers what to do, but are 
big on giving them money." - 

: So they proposed measures to protect 
the environment by giving farmers entitle- 
ments to new government subsidies: entitle- 

ments that had the added advantage of be- 
-ing popular with the public. This tactic has 

.  orked. The Conservation Reserve Pro- 
asamme, which rewards farmers for taking 
.. environmentally sensitive land out of pro- 


... duction, is expanded in both the Senate and - 
<. House versions of the bill. Farmers are given. 


<- incentive payments to prevent chemicals 
~ .geeping into the grouridwater. | 
|... The environmentalists have even gone 
~~ along with an easing of penalties on farmers 


who drain and plant protected bogs and. 


l a marshes. Mr Cook says the change might ac- 
tually “enhance enforcement". Under cur- 





to all farm benefits if they grow crops on 
these wetlands. But few offenders have been 
prosecuted: local agricultural officials have 


proved unwilling to ruin farmers financially © 4 


for filling in ponds and swamps. 

On agricultural protection, free-traders 
remain defiant. They are counting on the 
Uruguay round of GATT negotiations to pro- 
duce a trade agreement that reverses their 
defeat in the House and Senate agricultural 
committees. They think it bad enough that 





Mr Kenneth .. 

Cook of the Centre for Resource Econom- - 

ics, a Washington-based environmental- 

~ ers. Such limits are easily evaded but they 
“are the stuff of election-year politics. 


rent law farmers can lose their entitlement - 





Department of People living on farms — 


Agriculture employees ilo 





both versions of the farm bill contain pro- 


tectionist’ programmes for peanuts, dairy 


products, wool, honey and sugar. Still worse. 
are provisions to boost export subsidies, un- 
der the guise of marketing loans, for | 
.soyabeans,wheatandíeedgrains. ^^ ^.^ — 


~~ These distortions are unlikely to be seri- . 


ously challenged on the floors of Congress. 
Politicians will instead try to impress voters 
by seeking limits on payments to rich farm- 


The Uruguay round is a better bet for 


] | free-traders. In line with. American legisla- 


DETROIT 





Aa than they are. The tiny molluscs 
‘have invaded North America’s huge 
fresh-water lakes, and early jokes have 
faltered with the realisation that their 
presence may become a multi-billion-dol- 
lar predicament. The creatures have al- 
ready begun to clog the pipes bringing 


water to industry, power plants and cit- 


ies, and they are spreading quickly. 


"The Zebra mussels, common in Eu- 


rope, are thought to have made their 


North American debut several years ago 
cin Lake St Clair, near Detroit, after stow- 
ing away in an ocean-going ship’s ballast 


tank. The thimble-sized, striped pests 


clearly enjoy their new habitat. They at- 


-tach themselves to anything hard, such 
~ as lake bottoms and pipes, and their re- 
. productive abilities are prodigious. 
. Monroe, a suburb of Detroit, tempo- 
rarily shut down its water system last year 
as it waged war against the beasts. Now 


| Detroit itself, which supplies drinking 


water to more than two in every five 
. Michigan households, has sloshed con- 
centrated chlorine on the creatures in an 











. . The size and durability of the sa 


for farm incomes are a disapr 


li Mr Richard Darman, the budge 


who have agricultural subsidies 


remarkably degree of job security (see cl 


'EBRA mussels sound more attractive 










































































tive tradition on agriculture, th 
has a five-year lifespan. Nonetheless 
1990 bill will be open for amendments 
year if—as Mr Clayton Yeutter, the a 
ture secretary, devoutly hopes—a d 
reached in the GATT negotiations 
liberalises world trade in agriculture.» 





those in the Bush administratio 


their hit list. But they, too, have suffe 
setback, not a rout. Flawed though i 
1990 bill does not reverse the gradual 
to lower price supports, less governme 
tervention and more flexibility in far 
And the administration will get 
chance to encourage that trend wh 
on cutting the budget deficit turn ea 

The size of the agricultural bure 
itself presents an increasingly tempt 
get for the budget-cutters. The nu 
farms and farmers in America has 
dramatically with increased agri 
specialisation and mechanisation. 
civil servants catering to their needs en: 


It is a sensitive matter for the Departme 
Agriculture. It recently told off a tour guid 
who, in his patter, misinformed visitors 


Washington that the department's emplo: 
ees now outnumbered America’s farme 


attempt to keep them from chok 
pipes. Officials at Ontario 
tected the mussels at their Po 
plant last year, and have budg 
lions of dollars to control them. 
Fishermen worry that Zebr 
will compete for food with alga: 
fish. The creatures cannnot be eat 
humans and have few natural pred 
And though an enterprising Ohio m: 
has turned some of them into jew 
supply greatly exceeds demand. 





























4 VEN seemingly straightforward political speeches sometimes 
“ repay textual analysis. Mr Ron Brown, the chairman of the 
Democratic National Committee, gave a talk to party elders on 
June 30th that predictably revelled in President George Bush’s 
flip-flop on taxes, linking it with the cost of the savings and loan 
mess. But that mess, he added, was “caused by America’s wealth- 
diest people". "Ah hah!” said the rune-watchers, “we know what 


Kevin Phillips, a political commentator whose new book, “The 
Politics of Rich and Poor”, has set Washington abuzz. 

.. Mr Phillips’s analysis is interesting for the messenger as well 
s the message. He is the | 

ndit who worked with Mr 
hard. Nixon to craft Re 
ican. strategy around a 
y Majority” that in- 
luded the once safely-Dem- 
atic South, alienated by 
beral politics and civil 
ghts. "The Emerging Re- 
publican Majority”, the 
book he wrote in 1969, is 
taken as the last word on 
why modern Republicans 
have been so successful in 
presidential elections. 

|... His new book suggests 
that this Republican domi- 
nance may now be at risk. 
_ During the Reagan years, the 
gap between rich and poor 
_in America widened. So did 
_ the gap between the thriving 
economy on the Atlantic 
. and Pacific coasts and the de- 
pressed one in the heart- 
ands. Median family in- 
comes stagnated: in 1973 the 






















ised to "decamillionaires, centimillionaires, half-billionaires and 
billionaires". Ordinary millionaires became two-apenny. 

_The 1980s Zeitgeist, says Mr Phillips, was studded with ultra- 
h images from the villains of “Dallas” to the neo-heroes of 
all Street. But all that is now old hat, if not reviled. So there is 


anger of a backlash against politicians who seemed to iden- 























th that k 


y with cind of America—as, indeed, there was after cap- 
lism’s excesses in the 1880s and 1920s. 











“Like most of the people who write about such things, Mr 
hillips uses the word “populist” to describe this backlash. This 





a society that assumes unfettered social mobility, talk of it is 
American. (“Working class” is even dirtier: it is permissible to 
k about the “underclass” and the “middle class”, but only 
ope has something in between.) _ 
The received wisdom is that political America divides less on 
omics than on lines of race, region, religion and memories 
he civil war: a theme that underlies another recent book 
Our Country: the Shaping of America from Roosevelt to Rea- 
an" by Mr Michael Barone. Co-editor of the invaluable “Alma- 
ac of American Politics"; Mr Barone gives one telling example 














he's been reading", and chalked up an unlikely convert for Mr- 





figure was $30,820 (in 1987 dollars); in 1987 it was $30,853. By 
contrast, the very rich became super-rich. The country became | 


too coy. He is really talking about class: class structure and - 
lass politics. Class is a dirty word in American political analysis; . 


of the nervousness that class inspires among politicians. In 1932 
Al Smith, a feisty Roman Catholic from New York who had 
been the Democrats' presidential candidate in 1928, let fly at 
Franklin Roosevelt. “I will fight to the end”, said Smith, "any 
candidate who persists in any demagogic appeal to working peo- 
ple to destroy themselves by setting class against class and rich 
against poor." But as late as 1944, Roosevelt was committing his 
government to guaranteed jobs, education, housing and medical 
care for all, and to a safety-net against old age and sickness. 
Since FDR was the Democrats’ most successful politician 
ever, his party might take his message to heart. As Mr Lee 
Atwater, Mr Bush's top po- 
litical adviser, says: "The way 
to win a presidential race 
against the Republicans is to 


issue... to divide the haves 
and have-nots and to try to 
reinvigorate the New Deal 


coalition.” 
But Democrats in the 
1980s forgot their 


Rooseveltian heritage. They 
became, says Mr Phillips, 
“collaborators without inspi- 
ration". Limping. after Mr 
Reagan, they damned big 
government. If Mrs Nancy 
Reagan epitomised Oscar de 
la Renta capitalism, Demo- 
crats espoused the Calvin 
Klein variety, hoping no- 
body would notice the 
difference. 

From this timidity, the 
Rev Jesse Jackson must be 
excluded. The question is 
whether other political 
hopefuls, more likely than Mr Jackson to be the Democrats’ cho- 
sen candidate, are rediscovering their roots. Perhaps some of 
them are. Mr Richard Gephardt has started to scatter references 
to FDR in his speeches. Governor Mario Cuomo has endorsed 
Mr Phillips's thesis, which he applauds for saying “convincingly 


what Democrats have not been bold enough to say". Senator Bill - 


Bradley, the architect of the 1986 tax reform, is said now to think 
that the new tax structure is not progressive enough. 


Dig out the old cloth coat 


Mr Phillips himself, however, does not conclude that the Demo- 
crats are the inevitable beneficiaries of a populist backlash. Re- 


publicans, too, like harking back to FDR: Mr Reagan voted for 
Roosevelt four times. Hence the argument that if the Republi-. . 


cans can rediscover their own heartland populism—if they can 
leave the de la Renta gowns in the wardrobe and dig out that.old. 
Republican homespun coat that Mrs Nixon used to wear—they 
too can capitalise on the new mood - "A 

The debate raises a tantalising thought for Europeans. In last 
year's revolutions, it became clear that communism as a way of 


ordering a society was done for. But that is not the same thing as _ 
-saying that all elements of Marxist social theory were seen to be 


_ shams. How ironic if the "eternal truths” of class struggle were | 
“how to reveal themselves in capitalism's American heart. 
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develop the class warfare - 
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In today’s investment climate, you need to , 
do a lot more than keep your ear to the 
ground to secure a shrewd investment. 
You need to see what's going 
on around the world. That's 
where Scimitar Worldwide 
Selection Fund comes into 
MR. 
| Our I6 funds coverall _ 
of the world’s major equity © 
: =, and fixed income markets. 
-in 1 year to 1/6/90 So, you have a really wide 
HELM range in which to invest and 
| diversify, backed by the tried and tested 
E: investment skflls and international 
T resources of Standard Chartered. 
-You can switch between funds as often as 
| you like, free from un manager' S initial MSN 
charge. Smaller Markets _ 

As for the results, our Japanese Equity Equity Fund 5 
Fund since its launch i in May 1986 up to 
1/6/90 has grown by 205.2%, winning 
Lipper awards for 1987 and 1988. 

And the 34.696 increase in just one year 
of our Asian Smaller Markets Equity Fund | 
points to a future that's full of eastern — in l year to 1/6/90 
promise. | 















The minimum investment is only US 


0: Scimitar Asset Management (Cu) Limited, P. o. B 


|. $2,500 (or its equivalent], or you can make Standard Chartered House, Conway d St Heli 
Jersey, Channel Is Telephone: (0534] 34373. | 
use of Scimitar Flexi-Saver, our regular Tee: 0192402. Fax: (0534125035. | 


D nr | savings facility, from US $150 per month. | | Please send me a prospectus and application f form for’ | 
|. Kyou'dlikeyourmoneytosee moreof {Scimitar Worldwide Selection Fund. : 
(Please write in block capital S | 
the world, and you to see more from your | 
money, just send the coupon fora 
prospectus and an application | form. . 1 Address 
: Remember, the price of shares and the | 
| income from them can go down as well 
as up. 


Name 








*OPAL statistics: Offer to bid price with income reinvested, | -— HAS THE EDGE 


E L Scimitar Asset Mani agement (CH pune: Part of STANDARD CHA . 























an result stems from a slight in increase 
" neto operating income coupled with a a ire- 














h al ge is also significantly lower 
: Consolidated cash flow in 1988 x was in- 
flated, principally due to the sale. ofa signi- 

ficant shareholding (CCPC) and: 
larly good results in Plastics. Depreci: 
in 1989 includes an exceptional ¢ deprecia- 































edtoa similar exceptional depreciation 
5.26 billion BEF in 1388. 









ansion of the Gran and to Te its 
sition in world markets, the Board of 




















_ KEY FIGURES PER SHARE 





ighout the 5 sectors of activity of 

aTOup. They will help to increase the 
ire of high value added products, to 
her insure protection of the environ- 
t It and the dum of our staff, plants 
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The Annual General Meetir 
holders approved the distribution of a divi- 
dend of 470 BEF net (626.67 BEF gross) 

per share, an increase of 14.6 % over 1988. 





1990 tobuti axpedtod in line with 1989 


In regard to the prospects for the 199" 
results, it is rather difficult to have a cle; 
view at the present time. Some selling 
prices and sales volume are up, whilst 
others have weakened. The first months 
of this year have not reached the high 
level of the corresponding period of last 
year. However, we feel that the compari- 
son should prove more favorable for the 
rest of this year. In Brazil, the drastic 
corrective measures taken by the new 
President Collor make life very difficult 
for that country, and for Solvay do Brazil 
also, but we hope that this intelligent 
and courageous plan will have a growing 
success over the next few months. 
Therefore, at the present stage, we are of 
the opinion that the Group's net earnings 
for the first half of 1990 could be lower 


. than those of the first six months of 1989, 
but that the Group's net earnings for the 


twelve months could be close to those 


AA. 
fl. 


Jacques Solvay 
Chairman 
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Daniel Janssen 
Chairman 
Executive Committee Board of Directors 





oa 1988 1989 89/88 
= rograr th 38 billion | 

" in 1990 versus 30.8 billion BEF in BEF USD —— BEF USD % 

9. In addition total spending approved Net eamings 1655 45 1867 51 +128 

r research and development in 1990 Depreciation 2,111 57 1,700 46 -195 

ag E A Cash flow 3,766 n. 3567 97 - 53 

These investments are spread - Earnings before extraordinary items 2,262 2309 63 + 21 





546.67 Tom — 62667 1711 +146 
410 11.14 . 470 1283 +146 


Rates of exchange 1988: 1 USD = BEF 36.796 
1989: 1 USD = BEF 36.63 





ae The annual report is available in French, 
. Dutch, English and German on request from 
` Solvay & Cie General Secretariat, 

Rue du Prince Albert 33, 1050 Brussels. 













OTT WAS God's will, which is above ev- 
erything. It was fate. Had they. not 

died there, they would have died elsewhere, 
and at the same predestined moment." King 
Fahd's first response to the death of more 
than 1,400 people duting the Haj, the annu- 
al pilgrimage to Mecca, sounded crass but 
was also, in a way, understandable. Had the 
same number of people died, say, at a foot- 


E ball match, it would have been bad enough. 


But for the victims to have been Hajis—pil- 
grims. who converge on Mecca from every 
corner of the world—is a bitter setback for 
~ the Saudi royal family, which has invested 
billions of dollars and much dynastic pride 
in its guardianship of Mecca and Medina, 
Islam’s holiest places.* 

Visiting Mecca for the Haj is one of the 
five central duties of those devout Muslims 
who have the means to do so. The numbers 
making the pilgrimage soared with the com- 

-ing of mass air travel, but have settled down 
in recent years to somewhere between 112m 
and 2m. About half of those travel from 
within Saudi Arabia (though these include 
many foreign workers as well as native Sau- 
dis) and another half from abroad. They 
come from at least 130 countries and speak a 
Babel of languages and dialects. The: Haj is, 
quite simply, the largest and most diverse 
-ollection of human beings ever to convene 
regularly for a single purpose. E 

...— Sometimes, alas, it is also dangerous. In 
1987 at least 400 pilgrims were killed in riots 





Grand Mosque 
4 and Kaaba 


€) Going to Mina 
o Standing at Arafat 
QO Stoning the pillars 
Ó Return to the Kaaba 
o Mina again 










inspired, say the Saudis, by political agita- 





: e disaster at Mecca 


tors inside the contingent from Iran; most of 
the victims were themselves Iranians. Eight 


years earlier, in 1979, some 200 heavily 


armed Saudi fundamentalists took over the 
Grand Mosque in the heart of Mecca and 
fought off the Saudi army in the hope of in- 
spiring an uprising. Last year a Pakistani was 
killed and several other pilgrims injured by a 
bomb. The Saudi government later behead- 
ed 16 alleged perpetrators. 

This time no politics lay behind the 
tragedy. It was a simple crowd disaster. Yet it 
may, sadly, have been brought about by the 
very measures the Saudi government has 
been taking to make the Haj a safer and easi- 
er experience for pilgríms. > 
—. The Haj takes place on the plain of 
Mina, just to the east of Mecca (see map). 
The plain, about 15 miles long and two 
miles wide, is flat and open except for some 
low and rocky hillocks, among them the 
holy area of Arafat at its eastern end. For 50 
weeks in the year this area is inhabited by a 
few hundred people in a cluster of houses at 
Mina. For the other two weeks it becomes a 
fabulous tented city for 12m people. 

Traffic control during the complex ritu- 


als of the Haj is a nightmare. The spiritual 


high point is the swirling circumambulation 
of tens of thousands of pilgrims around the 
Mosque. No less important are the visit to 
Arafat, for a six-hour period of “Standing” 
in silent prayer and meditation; and the 
stoning, in the course of the Haj, of the pil- 















ties said the deaths came when 


























































d, says 


It was destin 


lars near Mina that represent Satan. At c 
point, in the space of a few hours, 70,000 
so vehicles carrying more than Im people 
plus hundreds of thousands on foot, hav 
move in a criss-cross pattern between Mini 
and Mecca. | E 
In recent years the Saudis have be 
ing their God-given oil wealth to impro 
the conditions of the pilgrimage. They ha 
built new airports, water and electricity st 
plies, health facilities and, in partici 
new network of roads which is part of 
billion scheme launched two years ago 
network, it now seems, may have bee: 
.gerously over-elaborate, MS 
The new traffic scheme incl 
trian and car tunnels cut th 
ocks, along with walkways and 
was one of these tunnels—which 
thousands of enthusiastic pilgr 
confined underground space—t 
a death trap on June 3rd. The Sau 


from a bridge into the mouth of 
stirring panic among those below 
witnesses say the pilgrims pan 
electricity failure cut off the ai 
inside. The air conditioning caus 
when the tunnels were designed; 
promised that back-up generators 
keep the tunnels safe. E 
The Saudis hurt their reput: 
keeping silent for 36 hours about 
that shook the Muslim world. Yet 
Iran did the accident become a. 
weapon. Iran has harboured a spec 
mus against Saudi Arabia since the 
1987. After them, the Saudis clar 
try-by-country quotas on the : 


INTERNATIONAL 


lowed in for the Haj. Iran has boycotted the 
Haj ever since, arguing that about 150,000 
of its people would like to go each year, 
against an official quota of only 45,000. Its 
president, Ali Akbar Rafsanjani, called the 
disaster a "bitter incident" which should 
make the Islamic world seek a new way to 
administer the holy places. Jumhuri Islami, 
a less diplomatic Iranian newspaper, said the 
holy places “should be saved from the 
bloodstained claws of these servants of the 
United States and Israel”. 





South Africa 


Volte force 


FROM OUR SOUTH AFRICA CORRESPONDENT 


NCE it was the African National Con- 
gress that hid bombs on city streets 

and so helped South Africa’s government to 
brand it as a gang of terrorists. Nowadays 
the deputy president of the ANC, one Nelson 
Mandela, struts the world stage while con- 
servative white men set off bombs back 

me. 

In Johannesburg the first days of July 


— were marred by a series of bomb attacks. 


-F 


Bombs exploded at the homes of two city 
councillors, one a National party stalwart 
and the other a member of the Democratic 
party (last March the two parties joined to- 


| gether in a reform-minded alliance and took 


control of the city council). Other targets 
Were a synagogue (ultra-rightists blame “Jew- 
ish money" for President F.W. de Klerk's 
"capitulation" to the ANC) and the offices of 
Vrye Weekblad, an anti-apartheid Afri- 
kaans newspaper. 

Responsibility was claimed by the 
“White Wolves”, a group whose most fam- 
ous member, Mr Barend Strydom, is await- 
ing execution after murdering seven black 
people on the streets of Pretoria in 1988. 
The White Wolves want the government to 
release Mr Strydom and lift a R50,000 
($19,000) reward it has put on the head of 
Mr Piet Rudolph, a right-wing fugitive who 
has “declared war” on Mr de Klerk. It also 
demands an immediate whites-only election 
to test Mr de Klerk’s reform policies, thus 
echoing similar demands by more respect- 
able right-wingers in Mr Andries 
Treurnicht’s Conservative party. 

Mr Mandela continues to say that the 
ANC has a perfect right to wage “armed 
struggle” against an oppressive government. 
In practice the struggle has been largely sus- 


pended, and the organisation is finding 
other ways to flex its muscles. With its al- 


lies—the Congress of South African Trade 
Unions (CosATU) and the United Demo- 


cratic Front—it has just organised a week- 


campaign of protest against Mr de 
Klerk's perceived failure to end the intra- 
black civil war in Natal. 


44 


The campaign was aimed primarily at 
the Inkatha organisation of Mr Mangosuthu 
Buthelezi, chief minister of the KwaZulu 
"homeland", whom the ANC blames for the 
violence that has claimed at least 3,000 lives 
in the past three years. Starting with a gen- 
eral strike on July 2nd, and culminating in 
marches on police stations throughout the 
country on July 7th, the campaign's objec- 
tive was to make Mr de Klerk disarm 
KwaZulu's policemen and arrest the pro- 
Inkatha “warlords” in Natal's rural hinter- 
land and teeming squatter camps. 

Most black workers seemed to obey the 
ANC's call to strike. But if the intention was 
to isolate Mr Buthelezi, the campaign mis- 
fired. It was opposed not only by Inkatha, 
which is on the ANC's right flank, but also by 
the militant Pan-Africanist Congress and 
the Azanian People's Organisation, which 
are on its left. The National Council of 
Trade Unions, the country's second-biggest 
trade-union federation after COSATU, op- 
posed the protests, too. 

These organisations gave as their reason 
the failure of the ANC to consult them prop- 
erly in advance. Perhaps. But, just possibly, 
their dissent marks the emergence of some- 
thing bigger: the coming together of a num- 
ber of black organisations divided by ideol- 
ogy but united by a common fear that an all- 
powerful ANC will dominate post-apartheid 
South Africa. 





Liberia 


Doe at bay 


H5 ORY is repeating itself in Liberia as 
President Samuel Doe's ten-year presi- 
dency ends as bloodily as it began. In April 
1980 a group of soldiers led by Master-Ser- 
geant Doe brutally assassinated President 
William Tolbert and publicly executed lead- 
ing cabinet ministers and government offi- 
cials. Although he has since 
survived seven coup attempts, 
Mr Doe's regime is collapsing 
in the face of the invasion 
launched last Christmas by Mr 
Charles Taylor's National Pa- 
triotic Forces of Liberia. 
Tragically, the eighth coup 
has become far more than a 
struggle for power. It has de- 
generated into a vicious tribal 
war. President Doe's Krahn 
tribe and its various allies are 
opposed by the northern Gio 
and Mano tribes from whom the rebels draw 
the bulk of their support. Thousands of in- 
nocent civilians have lost their lives, caught 
in the crossfire or killed by soldiers and 
rebels alike because they belonged to the 
wrong tribe. Most of Mr Doe's cabinet and 
senior officials, including the defence minis- 








ter, have fled the country, leaving the presi- 
dent protected mainly by his Israeli-trained 
anti-terrorist unit. 

There is little in the 42-year-old Mr Tay- 
lor's record to encourage the long-suffering 
Liberian people. A former civil servant and 
adviser to Mr Doe, he fled Liberia in 1983 
after being accused of embezzling $900,000 
from the government. He escaped from an 
American jail while awaiting extradition, 
and then took up residence in Burkina Faso 
while he plotted his coup and recruited sup- 
port from the Gio tribe—including Mr Sam- 
uel Dokie, a former minister in President 
Doe's cabinet. President Doe and some 
Americans accuse the Libyans of arming 
and financing his rebels. 

The United States, long the target of 
sharp criticism for supporting Mr Doe’s bru- 
tally repressive regime with more that 
$600m of foreign aid, offered to help M. 
Doe to escape in the hope that this would 
minimise bloodshed. Omi- 
nously, the rebels reportedly 
rejected Mr Doe's subsequent 
offer to resign, rejecting his de- 
mands that his own safety and 
that of his Krahn tribe be guar- 
anteed. The fact that the rebel 
leader himself refused to allow 
his troops to invade the Krahn 
heartland of Grand Geddeh 
county suggests that even he 
does not rule out tribal geno- 
cide after the fall of the capital, 
Monrovia. The looting and 
thieving began earlier. 

Mr Taylor, who says he is a democrat, 
promises to hold elections before the end of 
the year. Many of his followers, motivated 
by personal or tribal grudges, seem more in- 
tent on a bloody retribution. 
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The ozone layer 


The lady turned 





HAT there would be a row over trans- 

fers of cash and technology to the third 
world at last week's conference on ozone- 
damaging chlorofluorocarbons (crcs) had 
teen widely predicted. The form the row 
took had not. 

A month earlier, at an environment 








Table d'hote in Samburu country 





FROM OUR EAST AFRICA CORRESPONDENT 


| HE restaurants in Wamba are simple 
one-room affairs. In each stands a 

| makeshift, shoulder-high room divider. 
When the warriors of the area's dominant 
tribe take a meal, they sit in corners be- 
hind the screens. There, technically, they 


are eating away from the company of 


women, as tradition prescribes. 

Tradition, of course, says nothing 
about warriors eating in restaurants. The 
improvisation says much about what is 
happening to the Samburu people of 
northern Kenya. Their culture is chang- 
ing. The modern world, represented by 
schools and shops and clinics, is half in- 
truding, half being invited in. A way of life 
based on following cattle to better pasture 
is disappearing. Romantics may lament 
this; Samburu who have already made the 
change welcome it. 

Geography helps to explain why 
change came slowly to the Samburu. The 
tribe lives in Kenya's arid far north, in a 
region little touched by colonial settlers, 


Time to settle down 








conference in Bergen, it had been the Amer- 
ican delegate who was plied with midnight 
beer and sweet talk in the hotel bedroom of 
Mr David Trippier, the British environment 
minister. The United States had been reluc- 
tant to commit any new cash to a fund to 
help poor countries buy CFC-free technol- 
ogy. By last week America had softened and 
it was the turn of Mrs Maneka Gandhi, In- 
dia's environment minister and widow of 
Sanjay, to receive the charm treatment, this 
time administered by Britain's Mr Chris Pat- 


for whom scrubland held little attraction. 
The colonists’ preference for cooler and 
greener land kept the example, and the 
pressures, of the modern world at a dis- 
tance. With Kenya's independence came a 
government more concerned with "devel- 
opment”, meaning educa- 
tion, medical care and other 
aspects of modernity. 

Despite the government's 
best efforts, though, exam- 
ple seems a stronger force for 
change. Among the most 
vivid examples is that pro- 
vided by immigrants from 
neighbouring tribes, notably 
the Kikuyu and the Meru. 
These peoples live just south of Samburu 
country, in fertile areas around Mount 
Kenya that were long ago brought into a 
market economy. Some of them saw busi- 
ness opportunities as the dry lands to the 
north began to change. Now they tend 
shops and small restaurants in the rough 
little towns that are spread around the dis- 
trict. As yet few Samburu have taken up 
the retailer's trade. But they notice the 
traders’ cooking pots and radios and med- 
icines and bottled beer, and see why 
money might at times be preferable to an- 
other cow. 


Modernity's allure 


Other examples are at work. One mission 
priest says that the continual trickle of 
tourists attracted by the area's fine wildlife 
results in the thought: "They're rich; why 
aren't we?" A common conclusion is that 
the tourists are educated. This is rein- 
forced by seeing that the Kikuyu and 
Meru merchants are educated, and so eas- 
ily manage shops; that locally based civil 
servants are educated, and have better 
houses, cash, sometimes even cars. 

All this tempts the Samburu into the 
embrace of the modern world, at least to 
the extent of sending some of their chil- 
dren to school. The resulting culture is hy- 
brid. Few families send all their children. 
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ten, Mr Trippier's boss. 
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Mrs Gandhi had come to the confer- 
ence determined that India should not siga — 
the Montreal protocol an agreement to - 
phase out CFCs by the end of.the century, : 
unless she was promised not only cash but - 
the technology to make alternative chemi-  — 
cals. When a bemused Mr William Reilly, — 
head of America’s Environmental Protec- - 
tion Agency, pointed out that the technol- — 


ogy was not his to transfer, she reto 


More send the boys than the girls. And 
girls are more likely than boys to be pulled 
from school at the onset of adolescence, 
usually for arranged marriage and the re- 
sulting bride price. The attractions of an- 
other six cattle may be higher than those 
of an educated daughter. 

This style of school-going may seem, to 
western eyes, half-hearted. But Samburu 
regard it as a profound change. Because at 
least some children are at 
school, the seasonal move- 
ment of settlements has al- 
most ceased. When settle- 
ments stay put, health care 
becomes possible—and wel- 
come, to judge by the con- 
stant queue outside 
Wamba's mission hospital, 
or the dozens who walk each 
day to a clinic deep in the 
bush, an hour's drive from the town. 

Education means school fees. Selling a 
beast or two is the easy— and for many 
Samburu the only—way to raise cash. Yet 
traditionally cattle were not sold but col- 
lected. To reduce your cattle herd for 
something as intangible as a better educa- 
tion is a huge change. 





Samburu embrace the new-found mar- 


ketability of cattle in varying degrees. 
Some routinely sell a few animals from 
time to time. A few even run ranches just 
for the market and the resulting profit. 


One such rancher is the son of a former | 
chief, and his brother is a civil servant — 


who advises Samburu on how to grow 


crops, an activity unthinkable a few years 
ago, since local tradition scorns digging: 
the soil as suitable only for poor folk with- 


out cattle. 


The civil servant, educated through — 


university, is adamant that his sons will 
never become moran—dandified war- 


riors, like those who loiter in the towns 


and dine behind dividers. But he finds he 
cannot always ignore tradition. His mar- 
riage ceremony last year involved a three- 


day cattle drive across badlands to the set — 
tlement of his similarly educated bride. He — 
knows nothing about driving herds, and ~ 
had to be helped by friends who had spent — 


their youth outdoors. 


“Well then, you develop it and then you give ^ 
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it to us." India is a tiny emitter of CFCs, but 
will certainly become a bigger one; and if In- 
dia refused to sign, Mrs Gandhi claimed, so 
would China. 

Du Pont, the world's biggest maker of 
CFCs, told Mrs Gandhi that it would be will- 
ing to explore a joint venture in making al- 
ternatives to CFCs as long as it kept control 
of the technology and safety standards and 
was in some way paid for its involvement. 
But by purely commercial standards, India is 
currently too small a market for Du Pont to 
build a factory there. Anyway, the company 
wondered at last week's meeting, did it make 
sense for India to make the full range of sub- 
stitute gases? Or would it be wiser to concen- 


trate on the technology to apply them—re- - 


designed refrigerators, air conditioners and 
‘so on? Ultimately, the key to whether the 


try as much as government. 
A promise to talk again if technology 
‘transfer proved a real obstacle eventually 


- won over Mrs Gandhi and the Chinese. The 


Montreal protocol is thus something quite 





new: it will represent the first time that de- 
veloped countries have offered cash to 
developing countries to help them meet 
environmental goals. A new fund will be set 
up, formally administered by a new secretar- 
iat in Montreal, but probably doled out by 
the World Bank (whose long experience of 


conditionality and tough scrutiny of 
projects commends it to first-world coun- 
tries but irks the third world). 

The mechanics of compensation still 
leaves plenty for governments to argue 
about. If India has to pay extra to buy the 
gases to be used in place of CFCs, that will 
clearly be a claim on the fund. But what if 
India wants to build its own plant to make 
the substitute gases? Ought the fund to pay 
for that? What if (unlikely though it may 
sound) Iraq eventually joins the protocol? 
India has just (against Mrs Gandhi's will) 
sold Iraq CFC technology, which can be 
adapted for use in chemical warfare as well 
as building refrigerators, Should India even- 
tually compensate Iraq, to stop it making the 
ozone-eating gases? 





Elections in Latin America 


Latin American voters are turning away from established political leaders 


their party machines 


LBERTO FUJIMORI came from no- 
where to victory on June 10th, winning 
Peru's presidential election at the head of a 
party that barely existed. The man he beat, 
the novelist Mario Vargas Llosa, was as 
much of a political novice when he formed 
his losing FREDEMO coalition in 1988. 
Democracy, restored in the 1980s after 
decades of military rule, has brought hard 
ames to Latin America. The new democrats 
have been trying to service the debts left be- 
hind by the soldiers, and to push through 
the painful but necessary economic reforms 
recommended by the mF. The vast majority 


_ ef Latin Americans are worse off than they 
. were in 1980. 


Voters are turning for help to outsid- 


- ers— little-known politicians from the prov- 





inces, amateurs, people who (like Mr 


a 


"e^ | 





Menem, 
46 












Collor, Fujimori, Cardenas: dark horses all 


Fujimori) catch the popular imagination on 
television. Some have a record of service to 
the poor, others a reputation for honesty in 
a corrupt world. The first successful out- 
sider, in 1988, was Mr Carlos Menem in Ar- 
gentina, governor of the remote province of 
La Rioja, who had been chosen by the grass- 
roots of the Peronist party in preference to 
the party managers’ choice, the established 
governor of Buenos Aires province, Mr An- 
tonio Cafiero. Mr Menem's supporters were 
baffled when their favourite populist 
adopted anti-Peronist policies, whose suc- 
cess is as yet unproven. 

Brazil's new president, too, was gover- 
nor of a poor, remote province—A lagoas, 
far off in north-eastern Brazil. Mr Fernando 
Collor de Mello comes from a rich political 
family, but was backed only by a tiny faction 
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of Brazil's fragmented conservative parties. 
He campaigned on a claim (unverified) to 
have fought corruption in Alagoas, and by 
denouncing Brazil’s authentic economic 
mess. Deploying his charm on television, he 
defeated powerful big-city politicians of the 
left and right. 

Who comes next? Mr Carlos Palenque, 
who runs a television station in Bolivia that 
hands out medicine, legal assistance and 
food to poor people, many of whom there- 
fore watch his shows, ran fourth in the last 
presidential election, but may do better in 
1993, unless a newer newcomer appears. 

In Guatemala ex-President Efrain Rios 
Montt, a born-again evangelist and apostle 
of honesty in government, wants to chal- 
lenge the established political leaders in the 
next presidential election in November. Mr 
Rios Montt, then a general, took power in a 
coup in March 1982 and ruled until August 
1983; the constitution says former dictator 
may not be candidates, but he claims tha. 
that provision is invalid because retroactive. 
The ex-general is running second in the 
opinion polls. 

Venezuelans have good reason to be dis- 
illusioned. In 1988 they re-elected President 
Carlos Andres Perez, whose IMF-inspired ef- 
forts to get them out of the debts he in- 
curred during his previous presidency 
(1974-79) make most of them feel poorer. 
Two anti-politicians have strong support: 
the defence minister, ex-General Italo del 
Valle Alliegro, who stoutly put down anti- 
austerity rioters last year, and Mr Vladimir 
Gessen, who campaigns mainly against 
drugs-traffickers. 

Mexico's outsider-in-waiting was once 
on the inside track himself. Mr Cuauhtemoc 
Cardenas, the son of a revered former presi- 
dent and the former governor of one of 
Mexico's lesser states, broke from the long- 
ruling Institutional Revolutionary party to 
protest against its painful economic reforn 
and its ingrained corruption. At the head ot 
a loose leftist coalition, he came close to win- 
ning the presidential election in 1988 (he 
says he was robbed, by fraud). He has no real 
party, but if President Carlos Salinas de 
Gortari cannot give Mexicans the taste of a 
better life soon, Mr Cardenas stands to do 
well in 1994, 

Latin America's new outsiders tend to 
talk populism on the campaign trail, but in 
power (unread their lips) they are converted 
to fiscal conservatism, competitive exchange 
rates and privatisation. As a candidate, Pe- 
ru's Mr Fujimori denounced the aggressive 
free-market policies of his rival outsider, Mr 
Vargas Llosa. At the end of June, as presi- 

dent-elect, he was pleading in Japan and 
America for a deal with Peru's creditors, 
promising financial orthodoxy and a 30096 
increase in tax revenues. ‘Peru is going to re- 
join the world economy," said the outsider 
on his way to the presidential palace. 
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ful of a split. The social democrats ar 
ening their promise to leave if their ' 
cratic Platform” is not a 
. Conservative delegates from the. 
sian Communist party meekly lay 
support Mr Gorbachev as party lead 

— Why the restraint? Partly becaus 
munist-party discipline is a wonderfi 
Recall that last February, 99% of t 
tral Committee voted to abolish the 
constitutionally-guaranteed lead: 
But there is more behind this un 




























Lenin's unhappy children 


FROM OUR MOSCOW CORRESPONDENT 


É 


HE 28th congress of the Soviet Com- 

munist party promised to be a fine ex- 
ample of the catastrophe theory of Soviet 
politics. The party, the theory went, would 
rend itself asunder. The conservative major- 
ity would elect to high party office people of 
uch Ligachevian views that social demo- 
" crats would leave en masse and Mr Mikhail 
Gorbachev, even if he were re-elected as 
.. party leader, would be forced to choose. be- 
“tween the party and perestroika. 











E. . The first few days of the conj a 
. lighted catastrophe theorists. Mr 
` ‘chev opened it with a vigorou 


a# 


. perestroika. He was damn ed wi faint ap- 
. plause. Messrs Ligachev and Shevardnadze 
then went at it hammer and tongs. In the 


. red corner, Mr Ligachev railed at “thought- 
— Jess radicalism, improvisation and lurching” 
~ from side to side . . ." The thoughtless radi- 
cal in the blue corner replied that “by - 


spending a quarter of our budget on military 


expenditure, we have ruined the country" r | 
its day-to-day affairs. ~ 


The next day, when the Moscow party boss 
criticised the conservatives’ main bulwark, 
the new Russian Communist party, he was 
howled down for five minutes and the Rus- 
sian Communist-party. boss, Mr Ivan 
Polozkov, was forced to restore order. 









In comparison with the clockwork ritu- 
als of past congresses, all this was indeed re- 


markable. A new Politburo will be elected 


and neither Mr Shevardnadze nor the other 
top radical, Mr Alexander Yakovlev, said 
they expected to be members of it. Mr Gor- 


bachev seems to be ditching his prime minis- 


ter, Mr Nikolai Ryzhkov. "Absurd," he 


called the Ryzhkov plan to start economic: 


reform by raising prices. À chastened Mr 


Ryzhkov said he would be “very thankful” if 


he merely made it to the lesser post of Cer- 


a-  tral Committee member. 
But if the much-feared split in the party - 


is to occur, there has to be more than 
slanging matches and a. top-level clear-ou:. 
Communist conservatives will have to win 
big victories in two struggles to come: over 


the composition of the new Central Com- 
. mittee (the group of some 300 leaders which 


constitutes the party's highest authority be- 


“tween congresses), and the election of a 


number two in the party, who is likely to run 

_ Half-way through the congress, it seems 
unlikely that the conservatives will do both. 
The implication is that the party might fray 
round the edges, rather than be cleft down 
the middle. Both wings of the party are fear- 





try, evinced by the local electio 
This means that many Communists 


millions of members lies at the heart o 
conservatives restraint. =. 


tion, Mr Georgy Razumovsky, told the co 
gress that 136,600 people had left the par 


this is a sharp rise on previous years. Mor 


has to, be. approved by higher authoritic 


to split ranks than mere party di 





democratisation of 





and the sprouting of new political 









tempted by alternative parties. Fear o 





‘The man in charge of party organ 















































last year and a further 82,000 in the first 
three months of this year. Though sm 


compared with the total of 19m member 


+` ` * 


over, it is an underestimate. Party membe 
are not free just to resign: their resignation 


These authorities: have been slow to ¢ 
their approval, so many people are quei 
up to leave. Anecdotal evidence su 
that millions are not paying their par 
The conclusion is inescapable: 
vatives know that if they take a strangl 
on the party, millions will leave. Ye 
cisely the fear that conservatives 
mand a still mighty Communist 
that inclines many radicals to sta 
them from the inside. - 
The -second characteris 
polarisation of the country—re 
emergence of radical reforme! 
treme and Marxist true beli 
other. Among the 4,700 delegat 
congress, the radicals have over 
porters: that is the number who 
vague proposal to make part 
countable to the country f 
Dyed-in-the-wool Marxists ài 
paratchiks account for about tl 
ber. Though the majority leans to 
conservative wing, its fears, comb 
the strength of the radicals, mean tl 
congress is in effect deadlocked... _ 
. On the face of it, this should und: 
Mr Gorbachev’s position. He is a 
equilibrium, a man of the centre. 
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N so will his auory, | 

< And so it will, eventually, especially if 
5 rival, Mr Boris Yeltsin,’ were to leave the 
rty; starting a mass exodus. But for now 
he seems certain to retain his leadership and 
rtain influence on the party—even if the 


uty, and even if they choose a mildly 

eformist Central Committee. Would 
Jorbachev be unable to work with 
" He has done so for years. The current 
Committee, elected in 1986, is al- 
ly dominated by foot-draggers. 

Besides, the party is no longer all-impor- 
o perestroika, as both Mr Yakovlev 
Ar Shevardnadze showed. The two 
id they saw no necessity for remain- 
the Politburo. while they had jobs to 
the government and i in the pum 
uncil ^ 

he resite of this congress. may. dap 
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v himself) who thought it could trans- 
the party into the main: vehicle’ for 
aie But at least it will not turn 













" while authority is transferred from 
rty to the iin From the pont 
por hice ce aulti- 








servatives elect one of their own as his 


those (including, originally, Mr Gor- - 


ng an tvedestelicient " cle for © 
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FROMQUR MOSCOW CORRESPONDENT 


rR MIKHAIL GORBACHEV has 


. his uses, even to his foes. The reso- 


` lution of the threemonth- long dispute 


between Lithuania and the central gov- 
ernment in Moscow shows how. 

Three months ago the two sides 
seemed irreconcilable. The Lithuanians 


said they were independent and had re- - 


mained so since 1940, when they were 
annexed by Stalin. Mr Gorbachev said 
Lithuania was part of the Soviet Union 
and could leave only by following the So- 
viet rules on the matter. (The Lithua- 
nians call this the law on non-secession.) 


Not much room for compromise there. 


Dy agreeing to freeze for 100 days the 


declaration of March 11th that reas- 


serted their republic's independence, the 
Lithuanians have seemed to. capitulate. 


that dominates the assembly, said some 
definitions of “moratorium” would put 
Lithuania again under the Soviet thumb. 
They attempted a filibuster to postpone 


_any deal, but failed. The government of 


Mrs Kenia Prunskiene, dominated 


by moderates and Communist officials, 


came out on top. - 

This was Mr Gorbachev’s doing. 
Back from meeting President Bush at 
Camp David, he summoned Lithuania’s 
leaders to his own rustic equivalent, a da- 
cha near Moscow, and told their presi- 
dent, Mr Vytautas Landsbergis of 
Sájudis, that it did not matter what they 


-put in their decl; aration SO long as it had 


the words “moratorium” and “March 


Lith” in it. In exchange, he said, we will 
not insist that you admit to being part of 
the Soviet Union at the moment. 

The Russians will not require, for ex- 












Their parliament thought that was what . 
their government had done. The nation- - 
alist radicals of Sajudis, the movement 


SSH wi i mee im iren asa 


ample, that Lithuania suspend the laws 
passed on the basis of the March 11th 


declaration (which the Lithuanians have. 


already offered to freeze). The law pro- 
viding an alternative té compulsory mili- 
tary service in the Soviet rmy will stand. 
This was necessary becau: 
Lith, the other two Baltic 






well as Moldavia and Georgia have. a ll 


adopted alternatives to conscription. 


And, Mr Gorbachev pursued, we will 


quietly forget about the secession law. 
Talks will determine how the republic 
comes to independence. This suggests 
that the Soviet law on secession is now 
dead: if it does not apply to Lithuania, it 
can hardly apply to Georgia, Moldavia or 


anywhere else.It seems that Mr Gorba- 


chev has decided to let the three Baltic 
republics go their ways without sticking 


to the letter of Soviet law. In so doing, he 


has abandoned the loyalist Communist 
rump in Lithuania which had been try- 
ing so to stick. 

The main problems to = negotiated 
are now practical ones: the maintenance 
of the Soviet army in the republic, Soviet 
control of Lithuanian factories and Lith- 
uania’s help in securing Soviet borders. 
(The most sensitive of these is that affect- 
ing access to the important military base 
in Kaliningrad, an enclave of the Russian 
Republic sandwiched between Lithua- 


‘nia, Poland and the Baltic.) One quirky 


solution would be temporary accession 
by Lithuania to a new Union of Sover- 
eign Soviet States, which would leave the 
Lithuanian republic independent in all 
but name. 

Having been promised most of what 
they wanted, the Lithuanians seem to 
have been persuaded to take the last leap 
of faith by several broad calculations. 
They lacked international 
Support. Even Poland, 
with which they have the 
closest ties, refused to 
open an embassy so long 
as Lithuania was at logger- 
heads with Moscow. With 
a small economy, fearing a 
blockade that would con- 
tinue through harvest- 
_time, and without foreign 
exchange, the | 
.nians could not go it 
alone. And Mr Gorba 


chev may not last for ever. 


word was better than any- 
one else's. 


Lithua- | 


If Lithuania had to be sat- 
isfied with a promise, his - 
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German monetary union 


Save and prosper 


FROM OUR BERLIN CORRESPONDENT 


HA you been worrying about infla- 
tion fuelled by East Germans going on 
a spending spree with new D-marks? Relax. 
There was just a moment of chaos when the 


D-mark took over East Germany on July 1st: 
a crowd of 10,000 gathered in East Berlin's 


Alexanderplatz and banged on the doors of 
Deutsche Bank, which as a publicity stunt 
chose to open at midnight. But then Prus- 
sian discipline prevailed. The Bundesbank 
had advised East Germans to save, not 
spend, their new notes. The East Germans 
obliged by drawing much less than the 
Bundesbank had expected. The feared 
spending boom was not to be. 

Shoppers had been expected to flood 
into the Centrum department store in East 
Berlin as soon as the doors opened on Mon- 


Endgame on Germany 


FROM OUR BONN CORRESPONDENT 


HE West German chancel- 

lor, Mr Helmut Kohl, will 
head to Moscow on July 15th 
and 16th chasing the deal of his 
life. He will have spent the pre- 
vious week collecting bargaining 
chips at the NATO summit in 
London and at the economic summit of 
rich western countries in Houston. He 
might then have just enough to offer Mr 
Mikhail Gorbachev to gain Soviet assent 
to a united Germany's membership of 
NATO and hence clear the last big block to 
unity by Christmas. 

Government officials in Bonn reckon 
the problem is not just winning over Mr 
Gorbachev but giving him enough ammu- 
nition to beat off his foes at home. Hence 
West Germany's keenness that members 
of NATO should join those of the Warsaw 
pact in making "declarations of peaceful 
intent". The scheme is privately called 
"window-dressing", but is nonetheless 
well worth it if it helps make Germany-in- 
NATO more sellable in Moscow. 

Among the main goodies likely to be 
in Mr Kohl's Moscow baggage are: 

e Agreement from the NATO summit on 
July 5th and 6th to play down reliance on 
nuclear weapons and to withdraw all nu- 
clear artillery shells from Europe. 

e Readiness to meet the Soviet demand 
that a ceiling should be set in advance on 
the military strength of a united Ger- 
many. The pledge would be made indi- 
rectly, by specifying that no country in 
central Europe would have more than, 
say, 400,000 men under arms. 

e German willingness to pick up the bill 
for Soviet troops in East Germany, so 
long as it is plain from the start when the 
last soldier will leave. Earlier estimates 
that the Russians might stay for five years 
or more are now being cut sharply. The 
Germans are not only keen to limit their 
costs (East Germany has just pledged 
DM1.3 billion—$790m—to subsidise So- 
viet forces on its territory in the second 


half of this year alone); but they also be- 
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pa lieve the presence of poverty- 
3 stricken Russians in the new D- 
2 mark Wunderland will become 
=x. increasingly anomalous. If Mr 
a Gorbachev does not pull the 
boys quickly home, however dis- 
mal that home may be, it is 
thought he might face mutiny on his far- 
western flank. 
e Western agreement to give more sub- 
stance to the 35-state Conference on Se- 
curity and Co-operation in Europe, thus 
helping the Soviet Union to feel it is not 
being isolated from European affairs. Ger- 
mans now enumerate with rapture the 
splendid tasks, such as conflict mediation, 
that the CsCE might perform one day. But 
for the present, conscious of fears among 
some allies that Germany sees the CSCE as 
a substitute for NATO (hotly denied in 
Bonn, of course), officials talk of a modest 
upgrading at the start, with regular sum- 
mit meetings and a permanent secretariat. 
e Support for perestroika from the Hous- 
ton summit. The Germans are not hope- 


EUROPE — 
day; in the event, they came in an orderly — 
stream. Inside, the store had been literally 
transformed overnight. Thanks to a supply — 
contract with a West German retail giant, - 
Kaufhof, Centrum is now able to compete — 
on price and quality with West German ri- — 
vals. Some 80% of its stock now comes from 
the Ms compared with 10% before this - 
week. 

For companies like Centrum (which has - 
been a limited-liability enterprise since mid- _ 
June) the future looks hopeful. Retail busi- _ 


D 


ful that the $20 billion or so that Mr Gor- || — 
bachev says he needs will be slapped on || - 
the table right away. But they do expecta || - 
ringing pledge of aid to come in cash or | - 
kind ("the summiteers are magnificent at 
making a silk purse from a sow's ear,” as 
one official puts it). And in any event 
West Germany is leading the pack with 
DMS billion of state-guaranteed credit, so 
Mr Gorbachev can see at a glance where 
his most effective partners are. Might the 
Germans offer even a bit more? Going | — 
along with Mr Kohl to Moscow is the for- | - 
eign minister, Mr Hans-Dietrich | 
Genscher, who would not mind at all, and 
the finance minister, Mr Theo Waigel, 
who might just be ready to have his arm 
twisted on the day. 

Suppose Mr Gorbachev concludes 
that all this amounts to the best deal he is 
going to get and that the momentum for 
speedy German unity in any event looks 
unstoppable. What is to prevent a break- 
through at the “two-plus-four” talks in 
Paris on July 17th, the day after Mr Kohl 
gets home from Moscow! Almost too 
good to be true, mutter the German offi- 
cials—but with a far-away look and a 
stress on the word “almost”. : 
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nesses can now offer sought-after western 
goods at competitive prices. This is wonder- 

news for East German consumers, but 
what about the East German factories 
whose goods are no longer on sale? Many 
will simply go to the wall. A typical outfit is 
VEB Goldpunkt, an East Berlin shoe factory. 
It was unable to find enough customers even 
before monetary union, and will now have 
little chance of survival. 

Here lies ohe of the central worries 
about German unification: the bankruptcy 
threatening East German industry in the 
face of the western onslaught. The awaited 
influx of investment from businesses in the 
West has yet to come, with most manufac- 
turers choosing to increase output at home 
to supply the East German market. Accord- 
ing to the estimates of East Berlin's Institute 
for Applied Economic Research, only one- 
third of East German industry has a chance 
of survival on its own; a further third has a 
chance of survival if helped with subsidies. 
Unemployment, already at 200,000, is cer- 
tain to rise. Although East Germans are 
happy that at last they have trusty D-marks 
in their wallets, many fear the unknown 
world of capitalism that lies ahead. Uncer- 


-. tainty about the future is no doubt what in- 


spired many to heed the advice of the 
Bundesbank and spend cautiously. 

Still, some East Germans have been 
quick to adapt to aggressive capitalism. Last 
week the Konsum co-operative of East Ber- 


lin announced that it was taking over 120 


supermarkets, two warehouse complexes 
and a butchery belonging to the Berlin sub- 


- sidiary of the troubled Frankfurt-based Co- 


op company. This (so far lonely) example 
that competition can work in more than one 
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direction is being financed by loans from the 
western DG Bank. Konsum's director, Mr 
Wolfgang Wolf, sees the acquisition of an 
additional 65,000 square metres of selling 
space as a guarantee for the company's mar- 
ket potential in Greater Berlin. 

For the customers in the Centrum de- 
partment store, though, these early days of 
the D-mark are a time for window-shopping 
and adjustment to the glorious offerings of 
western consumerism. They come, unfortu- 
nately, with store detectives and warnings 
about pickpockets over the public-address 
system. In the old days there was little on the 
shelves worth stealing and only funny- 
money Ostmarks to pick out of pockets. 





NATO summit 


Drip, drip, drip 


HE United States has continued the cu- 

rious practice it began last April of leak- 
ing its proposals for NATO meetings just be- 
fore they convene. Just before the summit 
on July 5th and 6th the Americans repeat- 
edly opened the tap. 

Only one of the leaks was really signifi- 
cant: that America will propose the with- 
drawal of all nuclear artillery shells from Eu- 
rope. There are roughly 1,450 of these now, 
for 155mm and eight-inch guns of both the 
United States and its allies. Most are in West 
Germany; others are in Greece, Holland, It- 
aly and Turkey. The West Germans, Italians 
and Dutch in particular now want them out, 
on the ground that they could fall only on 
"democratic countries", 

They are right to want them out, though 
mainly for a different reason. It has always 
been clear that if these shells were ever used 
they would fall mostly in West Germany; no 
change here. The real problem is that they 
are more trouble than they are worth. No- 
body knows whether it would be possible, 
in the confusion of battle, to get a shell fired 
in time to do any good. 

Missiles that will go farther are clearly 
more useful But the medium-range ones 
were outlawed by the 1987 iNF treaty; and 
President Bush’s decision not to build a suc- 
cessor to the Lance, announced just before 
the meeting of NATO's Nuclear Planning 
Group in May, scuppered the only other 
one. 

So the proposal to get rid of the artillery 
shells concentrates the western allies’ 
thoughts on the only sort of NATO nuclear 
weapon that will remain in Europe: the air- 
launched variety. Nuclear gravity bombs 
have been stored in West Germany for 
years. But the West German chancellor, Mr 
Helmut Kohl, hopes to avoid committing 
himself either to keeping them or to taking 
in the new tactical air-to-surface missiles 
(TASMs) until after the all-German elections 


expected in December. 

The other main leak from Washington 
is that the United States is willing to con- 
template a shift of policy from “early first 
use" of nuclear weapons to defend NATO to 
a policy of “last resort”. This sounds like an 
important shift. In fact, the distinction is 
meaningless. 

Nuclear weapons would not be released 
automatically—first, last or at any other 
time. If a conventional attack looked like 
rolling over Western Europe, at some point 
NATO commanders would ask the political 
authority, the NATO council, for permission 
to use nuclear weapons to blast the enemy 
units and deliver a powerful message that 
there could be worse to come. Everything 
would depend on the political decisions 
made at the time, which neither Mr Bush 
nor anyone else can plan or predict. 

The other American proposals (there 
are said to be 14 points in all, shades of 
Woodrow Wilson) that dripped out « 
Washington included the idea of accrediting 
East European diplomats to NATO, thinning 
out NATO forces close to the border between 
East and West Germany (which will in any 
event be unavoidable if the cuts being nego- 
tiated in the Vienna conventional-force 
talks are put into effect) and declarations of 
peaceful intentions by all members of both 
NATO and the Warsaw pact. Not much of 
substance there. But taken together the 14 
points may give the impression of an easing 
of tension. And that could help achieve the 
main goals of the summit: reassuring Euro- 
peans in both East and West, coaxing Mr 
Mikhail Gorbachev to accept a united Ger- 
many's membership of NATO, and helping 
Mr Kohl get re-elected. 





Sweden and Europe 


LO blow 


FROM OUR NORDIC CORRESPONDENT 


EMBERSHIP of the European Com- 
munity is, for the first time, moving 
to the top of Sweden's political agenda. Mr 
Carl Bildt, who is leader of the Conserva- 
tives, the largest non-socialist party, wants it 
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to be the big issue in the parliamentary elec- 
tion in September of next year. 

Eastern Europe's revolutions are cred- 
ited with the change in Swedish attitudes, as 
with so much else. The leader of the Liberal 
party, Mr Bengt Westerberg, has recently 
joined Mr Bildt in calling for EC member- 
ship, arguing that Swedish neutrality—and 
its pre-condition, non-alignment—is no 





longer an obstacle. That view is widely held. 
A poll for a business magazine earlier this 
year indicated that more then 8096 of 
Swedes expect Sweden eventually to apply 
for EC membership. 

But public opinion seems to be ahead of 
the politicians. The parties led by Mr Bildt 
and Mr Westerberg have nothing like a ma- 
jority. The Centre party, the Social Demo- 








The Congress of Vienna 


FROM OUR SPECIAL CORRESPONDENT IN VIENNA 


R LECH WALESA traded thinly 
veiled insults with his fellow Soli- 
darity star, Mr Adam Michnik. A leader 
of Hungary's opposition Free Democrats 
pounced on the culture minister, Mr 
Bertolon Andrasfalvy, for his alleged in- 
sidious nationalism. Prominent ex-dissi- 
dents from Czechoslovakia and Poland 
vied with each other to claim credit for 
having set the example of peaceful resis- 
tance to communism. Baltic leaders ex- 
pressed their scepticism about Mr Mikhail 
Gorbachev. The fault-lines in the lively 
new politics of Eastern Europe (sorry, 
east-central Europe) were on full display at 
a remarkable meeting in Vienna last week. 
It was extraordinary who turned up. 
The network of East European dissidents 
has become a network of the ruling élites. 
They were joined in Vienna by westerners 
who had helped them in their fight for 
freedom (such as Mr Lane Kirkland, the 
Americàn trade-union chief), by purvey- 
ors of free-market advice (such as Mr Jef- 
frey Sachs of Harvard University), and by 
politicians who might help shape their fu- 
ture (such as Mr Gianni De Michelis, the 
foreign minister of Italy, which for the 
next six months is president of the Euro- 
pean Community). The Vienna-based In- 
stitute for Human Sciences brought them 
all together for a three-day conference on 
"Central Europe on the way to 
democracy”. 

On the way to democracy? Perhaps you 
thought it had already arrived with this 
year's flurry of multi-party elections. 
Think again. The main message in Vienna 
was how much work still needs to be done 
to make democracy take root. "You can't 
jump into democracy from one day to the 
next," said Mr Bronislaw Geremek, Soli- 
darity's parliamentary leader. Some dele- 
gates asserted that, whereas it is clear what 
these countries are emerging from, what 
they are heading into is still largely uncer- 
tain. 

At the top, anticommunist move- 
ments such as Solidarity and Civic Forum 
will have to develop into political parties, 
and may split in the process: the Walesa- 
Michnik skirmish is just a beginning. New 
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constitutions have to be drawn up. How 
much power should be given to the presi- 
dent, and how much to parliament? A 
strong president could presumably push 
reform through fastest, but it might be 
dangerous to give too much power to one 
man. Parliamentary government is safer, 
but coalitions risk being too weak to take 
the hard economic decisions ahead (“‘Ital- 
ian politics without the Italian economy,” 
as Mr Timothy Garton Ash, a British his- 
torian and journalist, put it). 

Then there is the problem of the com- 
munist nomenklatura. Communist ap- 
pointees still dominate the top jobs— 
many of the judges, factory bosses, minis- 
try chiefs, professors, headmasters and 
newspaper editors owe their positions to 
the old regime. Democracy needs inde- 
pendent institutions. Yet it is hard to 
weed out the worst of the nomenklatura 
quickly by democratic means. A Hungar- 
ian academic, Mr Elemer Hankiss, 
pointed out that the admirable effort to 
protect Hungary's universities from politi- 
cal interference means that the jobs of all 
the communist-appointed professors are 





If you want to sort out Europe, come to Vienna 





EUROPE 


crats, the Communists and the Greens are 
all in varying degrees sceptical of member- 
ship. The remaining parliamentary party, 
and much the largest, holds the key. A mem- 
bership application is inconceivable without 
support from the Social Democrats, 
whether or not they keep power after next 
year's election. 

The Social Democratic prime minister, 











now virtually untouchable too. 

Hardest of all is to get ordinary people 
to become, as one delegate put it, "sover- 
eign citizens” again. For 40 years they 
have been taught to avoid making up 
their own minds; the state took care of 
their work, the party told them what to 
think. Not surprisingly, people now have 
trouble taking on responsibility; many 
still prefer to wait for instructions. A 
prominent clergyman from East Berlin, 
Mr Werner Kritschell, says that after 
years of living with lies people are having 





to learn to be "authentic". 

It will be a lot of work and a lot could 
go wrong. But at least these “east-central | 
Europeans" know broadly what they are | 
aiming for: to rejoin democratic Europe. 

In the Soviet Union things are still far | 
murkier, and the Russians in Vienna al- 
most wallowed in gloom. If perestroika | 
were to collapse, said Mr Gavriil Popov, | 
the radical new head of Moscow city coun- 
cil, there would be two possibilities: a new 
totalitarianism, or an anarchic breakdown 
that, in a country dotted with nuclear 
weapons and power stations, could 
threaten the entire planet. The difficulties | - 
of democracy-building in east-central Eu- I 
rope suddenly seemed insignificant by 
comparison. 
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“Mr Ingvar Carlsson, thinks neutrality re- 
— mains a solid obstacle, although he would 
not categorically rule out EC membership. 
Some commentators think he might con- 
sider membership after negotiations have 
been completed between the Community 
and the European Free Trade Association 
(EFTA) on the creation of a European Eco- 
- nomic Space, probably in 1991 or 1992. 
But, even if the neutrality question were re- 
solved, Mr Carlsson must tread carefully. 
The labour movement has other worries. 

Two leading economists from the Lo 
(the trade union confederation), presum- 
ably reflecting the views of the leadership, 
have recently argued that EC membership is 
- unacceptable, since European economic 
- and monetary union would force Swedish 
governments to give stable prices priority 
»over full employment. The finance minister, 
"Mr Alan Larsson, calls this argument "as re- 
markable as it is peculiar". He says the Lo 
_ Seems to think Sweden can go on for ever 
r ing nominal wages to rise twice as fast 
- ms in the rest of Europe. 
= Mr Larsson's robust remarks are un- 
-likely to end the story. The Lo recently saw 
off another finance minister, Mr Kjell-Olof 
Feldt, whose preference for free markets was 

| more than the labour movement 
sould stomach. Nothing suggests that the 
- unions’ influence has diminished. 
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-Albania 


Tirana too? 


D E last bastion of Stalinism in Europe 
: seems at long last to have started to 
-erumble. On July 2nd at least 200 Albani- 
ens, some of them wounded, sought shelter 
_ & 14 foreign embassies in Tirana, the capi- 
be tal, after anti-regime demonstrations which 
1 the police had tried to put down by force. 
_ The Albanian authorities, in a big break 


-— 


E 


3 with past practice, assured foreign embassies 
~ tat those inside would be allowed to leave 
the country (and are considering letting a lor 
(more Albanians out to ease the tension). It 
- had taken all of four years for six Albanians 
‘who had sought refuge in the Italian em- 
"bassy in Tirana to be allowed to leave the 
country in May this year. 
: e demonstrations have wrong-footed 
Mr Ramiz Alia, party boss since the death in 
985 of Enver Hoxha, who ruled Albania 
for more than 40 years. In May Mr Alia an- 
mounced that Albania would resume con- 
with the Soviet Union and the United 
States and that it would abandon its boycott 
of the Conference on Security and Co-oper- 
_ arion in Europe, better known as the Hel- 
_ sinki process. He promised Albanians more 


E travel and, at home, more political 
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and religious freedom as well as more scope 


for small private businesses, 
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The road to freedom 

All this led to raised expectations and 
inevitable disappointment when it became 
clear that the communist rulers intended 
the changes to come very slowly. Unfortu- 
nately for Mr Alia, the Albanians know 
quite a bit about what the rest of the world is 
up to, from watching foreign television, par- 
ticularly the Albanian-language pro- 
grammes from Kosovo in Yugoslavia just 
across the border. It has not escaped the AI- 
banians' notice that even brutal regimes, 
like the one they live under, can be toppled. 

They may also be encouraged by fellow- 
Albanians in Kosovo. Nine out of ten peo- 
ple in this province of the Yugoslavian re- 
public of Serbia are ethnic Albanians. They, 
too, are becoming more assertive. 

Kosovo Albanians boycotted the ref- 
erendum, held on July Ist and 2nd, on a pro- 
posed new constitution for Serbia that 
would deprive the province of the last ves- 
tiges of its autonomy. On July 2nd, 114 AL 
banian deputies of Kosovo's 184-seat parlia- 
ment stood outside the parliament building, 
having been locked out of it by their (Serb) 
president, and proclaimed Kosovo's inde- 
pendence from Serbia (though not from Yu- 
goslavia). Serbia has responded by dissolv- 
ing the Kosovo assembly. Kosovo deputies 
stressed that they were not seeking what 
their Serb adversaries accuse them of— 
union with Albania—but only their proper 
status within Yugoslavia. Yet a more liberal 
Albania would be a powerful magnet for 
Kosovo's Albanians. Many Serbs must be 
hoping for a firm hand in Tirana. 











Romania 


Born to govern 


FROM OUR BUCHAREST CORRESPONDENT 


ILE most of Eastern Europe's new 
ministers were fighting the good fight 
against communism, the new team that will 
run Romania had better things to do, like 
getting on with their careers. Romania’s 
prime minister, Mr Petre Roman (who is 
43), has appointed 22 ministers, with an av- 
erage age of 48. A dozen of them are under 
50; ten are qualified engineers, five lawyers; 
ten have doctorates. Few are members of 
parliament or publicly associated with the 
largest party, the National Salvation Front. 

Introducing his team to parliament, Mr 
Roman read a brief biography of each mem- 
ber. He emphasised their studies at western 
universities and their membership of west- 
ern professional organisations, conclusivel 
demonstrating that the new cabinet i. 
packed with youngish western-oriented 
technocrats like himself. He also revealed 
that most of the new men (like himself) have 
pure nomenklatura pedigrees. 

In the dictatorial days of the late Nicolae 
Ceausescu, few Romanians could travel to 
the West. That the new ministers, in their 
youth, were allowed to go and stay, and were 
then happy to return, says much about their 
backgrounds. Mr Roman is the son of one of 
the founders of communist Romania. The 
other ministers are from the same circle, 
even if not quite as well connected as their 
boss. 

There are two exceptions to the rule: 
the minister of culture, Mr Andrei Plesu, 
who was a genuine dissident, and the (more 
powerful) minister of defence, General Vic- 
tor Stanculescu, who was trained as an econ- 
omist as well as a soldier. The army has been 
criticised by President Ion Iliescu and the 
pro-government press for its "inadequate 
and “tardy” reaction to the anti-govern- 
ment riots in Bucharest three weeks ago. 
General Stanculescu’s reappointment 
makes clear that he, for one, is impregnable. 

Because Mr Roman's men are the sons 
of communist privilege, they are not there- 
fore necessarily insincere in their declared 
aim of wanting to transform Romania into a 
working market economy. But can they do it 
fast enough? The new government has a 
two-year term. The National Salvation 
Front told the electorate that a vote for the 
opposition parties was a vote for unemploy- 
ment and inflation. Now Mr Roman has be- 
gun to mumble, in an embarrassed way, 
about unemployment and inflation. The 
Front must hope that all those PhDs can 
come up with a new thesis: how to transform 
Romania without alienating those who 
voted for it and who will be asked to do so 
again in two years' time. 
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The Golden Cate Bridge, 


photographed by Alan Ross. 


The links that join two sides should not be rigid, 


but flexible, able to bend and shift as conditions 





change. At Bank of America, we build business foundation, to adjust to your changing needs and 


relationships with a flexible framework on a firm provide the kind of support that endures. 
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more attractive — and stay more attractive — than certain 


other materials we could mention (see graph). 





CONCRETE EVIDENCE 
FOR BRITISH STEEL. 


We supplied most of the steel 
for th en ew King Faha d Airport | Structural steel vs. all other construction | 


materials in multi-storey buildings. 









in Dhahran, Saudi Arabia, —— A Í ] | 
And KORET of tonnes of i i 
structural steel for the vast No. 1 | »-| . 
California Plaza Development pm a 
now being built in Los Angeles. i | : | 


Nor are our attractions limited 


Steel id Other 





% Market share by floor area. 





to the construction industry. 








Take our prepainted Colorcoat sheet steel. You'll not 
only find it in buildings. It's in cars as well; and in *white 
goods’ and ‘brown goods’ of all types and colours. 

Then there are our Durbar floor plates: with a raised 
pattern for maximum slip-resistance in places like factories 
and oil-rigs. 

By adding value to products like these, British Steel 
walks tall all over the world. 


WERE ADDING VALUE 
AT BRITISH STEEL. 
























URING the second half of the 1980s the Euro- 
pean Community's impressive progress was 
driven largely by its own internal development, 
centred on the single-market programme. But over 
the past year the world outside—especially Eastern 
Europe and America—has propelled the EC for- 
wards. The goals are undefined, but the direction is 
clear. Slowly but surely, the Community is becom- 
ing rather less a collection of nation states and 
rather more a coherent entity which the rest of the 
world recognises as a power in itself. 

The decision in 1985 to aim for a single market 
by the end of 1992—with a programme of 279 mea- 
sures—was the spark that relaunched the Commu- 
nity after ten years of rancorous stagnation. The EC 


could never have approached such an ambitious. 


project without the Single European Act of 1986, 
which endowed its institutions with the means to 
take decisions more quickly. 
And so it has. With 242 years to go, 60% of the 
1992 measures have been agreed. The programme 
| has made businesses inside and outside the Com- 
. munity change their behaviour. In industries as di- 
verse as electronic engineering, packaged food and 
insurance, companies have rethought strategies and 
leapt into cross-border alliances in anticipation of 
the post-1992 world. The chart on the next page 
shows that the market is already more single: trade 
between EC members as a percentage of their total 
trade has grown. 

The 1992 programme has restored élan to the 
Community and given it the confidence to tackle 
more ambitious projects. The attack on internal 
. barriers led to thoughts of scrapping the ultimate 
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power in its own right 


obstacle to a truly single market, 11 national curren- 
cies. A year ago the Madrid summit adopted the 
goal of economic and monetary union (EMU), which 
meant that an  inter-governmental conference 
would be needed to write a new treaty. And that set 
people thinking about another round of political 
reform. —. ^ 0 ou RO 

The brio of 1992 has changed the way outsiders 
see the EC. The six countries in the European Free 
Trade Association (EFTA) decided that if they were 
not going to join the club they should at least make 
sure that their voice was listened to. So they started 
talks with the EC about the creation of a European 
Economic Space. America and Japan began to re- 


spect the EC as an economic power and decided to. 
upgrade relations with it rather than rely exclusively. 
on bilateral links with the 12 members. And even 


before Eastern Europe was swept by a wave of revo- 
lutions in the second half of last year, some of its 
countries were turning to the.EC in the hope of 
closer trade relations. As early as May 1989 Presi- 
dent George Bush recognised that a “resurgent 
Western Europe is an economic magnet, drawing 
Eastern Europe closer, toward the commonwealth 
of free nations.” | 

For the past year the EC has. gained momentum 
from its relations with other powers and its response 
to the upheavals in Eastern Europe. In July 1989 
President Bush nudged the European Commission 
into the role of co-ordinator of the West's economic 
aid for Eastern Europe. Then in December America 
called for new institutional links with the Commu- 
nity. Both these initiatives prompted the EC to re- 
think the way it runs foreign policy. The need to act 
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The EC is 
becoming an 
international 
force, writes our 
Brussels 
correspondent, 


Charles Grant 



























palatable inside a more united Europe. Recent Eu- 
ropean summ 








Strasbourg last December set Dece 
the start of the EMU. conference, whi 
Dublin -last month 
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time. 





mission in Eastern Euro 





sorb East Germany as quickly as possible. With such 





an overloaded agenda, some—like Mrs Margaret 
 Thatcher—fret that the EC might take its eye off the 
single market. So far, however, the 
1992 has not slackened. Since la 
ters have agreed on several of the programme’s most 
difficult measures, including the opening-up of pub- 
lic procurement in telecoms, water, energy and 
transport, and a new regulation to vet cross-border 
mergers worth more than 5 billion ecus. 





big difference to ordinary people, the abolition of 
frontier controls, has also been the one part that 


month by France, Germany and the three Benelux 


countries of an agreement to scrap all controls on 
people at their mutual borders makes it feasible that 





J HEN future historians come to write about 
V Y the European Community's surge towards 
greater integration in the late 1980s and early 1990s, 
they will look for a "second generation" of founding 
fathers to set beside the first generation of Robert 
Schuman and Jean Monnet. Two Americans may 
get a mention: President George Bush and his secre- 
tary of state, James Baker. 

- Inthe spring of 1989 America reassessed its pol- 
icy on Europe. The worst fears of a Fortress Europe 
had been calmed by the liberal tenor of the EC's 
banking legislation. The review concluded that, 
since the European states were in any case moving 
more closely together, it would be in America's in- 

terests to look benignly upon, and even gently en- 


America wants a 
stronger Europe 
















courage, the changes. 
Mr Bush said at Boston University in May 1989: 








The United States welcomes the emergence of Europe as 
à partner in world leadership. We are ready to de- 
velop—with the EC and its member states—new mecha- 
nisms of consultation and co-operation on political and 
global issues, from strengthening the forces of democ- 
 tàcy in the third world; to managing regional tensions, 
. to putting an end to the division of Europe. 















| Community. They think German unity will be more E 


mmits have reflected the feeling that Eu- 
ropean integration should speed up: the one in. 


ser 1990 for 


fast month agreeed that a second confer- . 
ence, on “political union”, should start at the same 
; The Community has never had more on its _ 
plate—the L ruguay round of GATT talks, the rescue 


, Europe, the deal with EFTA, EMU. 
and political union. And now it has decided to ab- 


st December minis- 


The one part of 1992 that promised to make a _ 


threatened not to happen. But the signing last. 






















most, if not all, of their fellow members will make 
the same commitment in time for 1993. The Com- 
munity's inability to agree on a new system of col- 


_ lecting VAT also threatened to keep up frontiers, be- 


Cause VAT on inter-EC trade is controlled by form- 


filling at borders. But the governments have at last 
agreed on a system which should make border con- 
trols on VAT unnecessary: importers and exporters 
will instead report their vAT liabilities to their na- 
tional tax authorities. _ 

For all the importance of 1992, this survey will 
not dwell on the single market. The biggest changes 
in the Community are now responses to events be- 

yond it rather than inside it. The survey looks at 


: how the Community's influence is extending east- 


wards into the EFTA countries and Eastern Europe, 
before picking up the stories of EMU and constitu- 
tional reform. But first, since foreign relations have 
become a crucial influence on the evolution of the 
Community, it is necessary to turn to Washington. 





America would like both Japan and the EC to play _ 
an international role more suited to their economic - 

strength. So.it was natural for Mr Bush to suggest at 
the Paris seven-nation summit in July 1989 that the 
European Commission: should co-ordinate the 
West's relief for Poland and Hungary. 

“We think the Community has a tendency to 
be insular," says a senior official in the Bush admin- 
istration. "We thought this new role would make 
the EC more aware of its external responsibilities." It 
certainly made the EC question the division between 
the economic side of its foreign policy, which is 
Community business, and the political side, which 
is supposed to be left to European Political Co-oper- 
ation (EPC), a network of the 12 foreign ministries. 
In Eastern Europe the commission had the re- 
sources to get things done quickly, so it took a politi- 
cal lead: ms - eT 3 

Last December Mr Baker gave the Community 
a second, mild push towards developing a more. 
solid political identity. In a speech in Berlin he pro- 
posed new institutional links between the EC and | 
America. Mr Baker did so because his one big worry. |. 
about a more integrated Europe is that it mighttake 4| 
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To gain a foothold in difficult foreign — 
markets, “buy-back” arrangements are - 
frequently the only avenue open to export- 
ers of plant and equipment. So before 
winning the contract you must first 
commit yourself to future product pur- 
chases - only thus enabling the plant to — 
be financed. 


In challenging export markets, 
suppliers often become buyers. 


BHF-BANK assists you here with its - 
extensive experience in everything from — 
consulting, organizing and financing buy- : 
back deals, for instance, to putting you in - 
touch with buyers. Through credit lines 
with foreign banks if the financing is to be ` 
supplied along with the exports. Through 
non-recourse financing when you, the - 
exporter, wish to rule out the credit, cur- — 
rency and interest-rate risks. Through . 
cross-border leasing, third-country financ- — 
ing and foreign guarantees. 

A leading position in trade financing iS 
only part of what it takes to make a bank a ~ 
partner for the discerning export-oriented 
customer. Equally important are personal - 
service and customized problem solu- - 
tions - the style of a merchant bank, which ` 
BHF-BANK has cultivated for more than ` 
100 years. 


1 Merchant Bankers i 
by Tradition 





Head office: Bockenheimer Landstrasse 10, D-6000 Frankfurt 1, Tel. (069) 7 18-0, Fax (069) 718-2296, Telex 411026 (general) 
j London branch: 61 Queen Street, London ECAR 1AE, Tel. (01) 6 342300 
Branches and subsidiaries in Amsterdam, St. Helier/ Jersey, Luxembourg, New York, Singapore, Tokyo and Zurich. 
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Qu The economic capital and major tourist 








‘GOLD MINE OF OPPORTUNITIES FOR INVESTORS 











TURKEY 5 . TIONEM The project ‘would comprise a new 
_ A country growing rapidly, aiming. at great E Passenger. Seaport Complex, terminal 
dj heights, leaping into the future.. ^.^ -> buildings, hotels, business shopping and 


entertainment - centers. 
ISTANBUL 


. A bridge between two continents... 
_A city that unites two seas... - 


Building and establishments on the site, 
such as the general administrative offices, a 
hospital, the Galata and Sahpazar seaport 

lounges, shops, stores and storage facilities 
center... may need facelift, additions and demolitions 
Snes point - of international travelers and to make way for new structures. 


A city that should be a magnet or 
investors... 












| Within. the site of our 


An invitation to investment and E 
construction companies of repute and ovisiön 
to take part in a grand development project 
on a prime real estate belonging to The 
Turkish Maritime. Organization, one of- the 


largest state enterprises. in Turkey. 








The development of the area, based or the: 

Build-Operate-Transfer model, needs the 
expertise and professional skills of the. ; 
highest international standard. 









TURKISH MARITIME ORGANIZATION 


Address: Türkiye Denizcilik İşletmeleri Genel Müdürlügü 
Insaat-Emlak Dairesi Bagkanhii 
Meclisi Mebusan Caddesi No: 52 Kat: 5 
Sahpazan/ISTANBUL/TURKEY 
Telephone: (90.1) 151-5982, 151-5983 
l Fax : (90.1) 149-3391 
s. Telex : 24895 dzb-tr 





























DS 


E 
2 


eee. 










S y 
Tur 










ewly-extended credits: 






struc ture j T order to best 
| hanems a 





mitment to furt 
services to the ente 
along the lines set by th 
| new needs and the div 
sified aspects of t 
ket economy. The ex- 


pansion registered in 
the new y-extended . 

























MuR: 
SOC 



























ad Office and General Management: Naples - Italy 





















LASS 
ESS 


ee 























-Preeminent - 





Isbank is a unique institution. It has donilusted Turkish banking and 


industry since its foundation i in 1924: it will continue to do so in the 
19905. 


Forceful 


işbank handles nearly one-fifth, of the nation’s total banking volume, 
Close to 15% of all bank deposits in Turkey are entrusted to İşbank, 
giving us the largest market share of any priva ite-sector commercial 
bank; With over 950 domestic branches, we are in practically twice as 
many places as other big private-sector bank 23 


isbank’s industrial holdings form the largest cor omerate in the 


country; we are a shareholder in major manufacturing enterprises, 
banks and insurance companies. 


Innovative "i "RENS 
At İşbank, taking the initiative is a ti adi jn. Isbank pio 

Turkey's industrialization. We were the first big commeréial p in 
Turkey to almost completely computerize o our operations. The first to- 
install Automated Teller Machines. © 
International ' SO x 8g 
Isbank’s size and inflüéice 3 in Turkey. i is matched by its présénée.in 
































Europe. Four branches and seven representative offices in Germany, 


a full-service branch in London and a representative office in The Hague. 
Worldwide, over 1100 correspondent banks. Foreign. currency 

transactions equal tc a substantial. percent urke 'g total foreign 
currency inflows and outflows. 


İşbank is Turkey's preeminent bank. 
It's worth your while to work with us. 
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Head Office : 3 ' Bintáches Abroad br CLefuosa- Turkish Republic of 
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Karbirul 


[Tel : (0721) 25 735 


Telex : 7825372 isch d 


‘Stuttgart 
Tel : (0711) 22 45 76 


Telex ; 722746 isch d. 
Nursberg 

Tei =; (0911) 26 06 99 
Telex ; 626395 isch d 


Representative Office 
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decisions on foreign policy without consulting 
America. In human-rights talks last year under the 
Conference on Security and Co-operation in Eu- 
rope (CSCE), EPC took a common line and presented 
it to the rest of the NATO caucus as non-negotiable. 
The administration was also piqued this January, 
when EC foreign ministers suggested a CSCE summit 
without consulting America. “It seems they only 
want to talk to us when they feel like it", says one 
official. "We want to commit them to come to the 
table." To which, the French sometimes retort, why 
should America have a seat at Europe's table? 

The state department is content with the Com- 
munity's eventual response to the Baker proposal. 
There will be twice-yearly meetings between the 
presidents of America and the European Commis- 
sion; twice-yearly meetings between the American 
president and the current president of the Euro- 
pean Council (as EC summits are known); and twice- 


yearly meetings between the American secretary of 


state and EC foreign ministers. 

A third prod came last May, when Mr Baker 
proposed a relief operation for Central America 
and the Caribbean similar to that in Eastern Eu- 
rope. America would act as the chief co-ordinator, 
with the European Commission as deputy. This ini- 
tiative may push the EC into developing a common 
foreign policy for this region. These three initiatives 
do not mean that the Bush administration would 
prefer to deal with Brussels to the exclusion of bilat- 
eral links with Europe's capitals. It thinks the best 
way to maximise influence is to talk both at national 
and supranational levels as much as possible. 

Nevertheless, some American officials admit to 
feeling frustrated with Europe's Byzantine way of or- 
ganising foreign policy. lt is not always clear 
whether they should deal with officials from the 
commission, the council or an individual country. 
And every six months a different country assumes 
the presidency of the council and of Epc. Political 
Co-operation is a particularly slow animal to deal 
with, since it cannot take a position until 12 foreign 
ministries have reached a consensus. 

Take the Baker proposal of last December for 
new links with the EC. No one responded. It was not 
clear whose job it was to do so. Not until this spring 





Atlanticist Delors 
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Europhiles both 


did the new system of biannual contacts emerge. 
Similarly with Mr Baker's initiative on Central 
America and the Caribbean in May: the European 
reaction so far has been little more than "how 
interesting”. 

Not everyone in Washington thinks it is wise to 
promote a stronger Europe. After all, its political 
influence could one day rival America's, and oppose 
American policy in, say, the Middle East. The State 
Department response is that there is no alternative. 
A grudging attitude towards European integration 
would be counterproductive. And the risk of the EC 
becoming a Frankenstein that turns against its 
sponsor is slight, given that America and Europe 
share so many values in common. As for the Middle 
East, the State Department doubts that the EC has 
much leverage there. It also thinks that a common 
European foreign policy could help America, by 
constraining, for instance, an EC member which 
tried to close American military bases. And Amer- 
ica knows that it will not get help in sorting out the 
world's woes unless the EC becomes more active in 
international affairs. 

Two clouds—one in the foreground, the other 
still on the horizon—could dim the Bush adminis- 
tration's Europhilia. The immediate problem is the 
EC's refusal to talk about reducing its subsidies on 
agricultural exports. America is no mean protector 
of its own agriculture, but its trade negotiators claim 
that the EC's export subsidies are particularly perni- 
cious because they distort markets in the rest of the 
world. If the Community continues its line of no 
compromise, the Uruguay round of GATT talks will 
remain blocked and American anger could spill 
over into the State Department and the White 
House. 

The distant cloud is the possibility that an EC 
security policy could stretch to defence and under- 
mine NATO. There is some ambiguity on this subject 
in Washington. Mr Baker has repeated the long- 
standing American policy that there should be a 
strong, European pillar within NATO. The EC or, 
possibly, the Western Europeen Union (which 
groups most of the EC's NATO members) are the ob- 
vious candidates to become such a pillar. But Amer- 
ica would not like it if the Community became a 









































the queües outside the strangely ugly clubhouse, 
called the Berlaymont, have grown longer. Mediter- 
ranean and East European faces have come because 
they. want to learn some decent, democratic man- 
ners from club members. Many Nordic and Alpine 

faces are animated by the sounds coming from be- 
hind the firmly-shut steel gates: the chink-chink of a 
game in which all players are piling up more and 
more coins, - | E 

From time to time the faces in the queue turn 
glum. For the gruff proprietor steps outside, sniffs 
impatiently at those in the line, and, with a “Fichez- 
moi-ia-paix” (which can be translated liberally as 
“Beat it"), returns to his rich and happy friends at 
the gaming table. —— 

Rebuffed though they are, those in the queue 
will not disperse. Many businesses from 
neighbouring countries do not want to be excluded 
from Community rules, such as those of fair-play on 
bidding for public contracts, or those for setting in- 
dustrial standards. Unlike their EC-based rivals, 
these companies cannot influence the Community's 
decision-making process; yet to compete in the sin- 
gle market of 340m people they have to follow its 
Austria applied to join last year. This year Malta 
and Cyprus may follow suit. Norway is thinking 
about reapplying (it decided not to join after a ref- 
erendum in 1972), while public opinion in Sweden, 
Finland and Switzerland has become more favour- 
_able to Community membership. All the new de- 
moctacies in Eastern Europe say membership is 
-their long-term goal. ` f 
. The commission president, Mr Jacques Delors, 
is unmoved. The policy of the commission and of 
the council is that the EC's hands are full until 1993, 
and that no membership talks should start before 
then. The Berlaymont ideology is that further wid- 
ening of the Community would endanger “deepen- 
ing”—the process of 12 countries moving towards 
greater political union. Those outside the gates re- 
tort that previous rounds of widening have helped 
rather than hindered. deepening: after Britain, Ire- 
land and Denmark joined in 1973 the EC set up its 

















ves, but then if we fail 
with your nukes.” — o à 

Current American policy, however, is essen- 
tially optimistic. In the long.term the European 
Community is likely to take on a larger role in secu- 
rity and even defence. On existing trends, Ameri- 
ca's response is likely to be that since it cannot stop 
the process it will accept it graciously—while doing 
all it can to wedge open the European door so that 
its voice can be heard. 














first regional funds, and the arrival of Greece (in 
1981), Spain and Portugal (both in 1986) influenced 
the Single European Act's principle of majority vot- 
ing on some EC laws. | 

Hoping to ease the mounting pressure for full 
membership in some EFTA countries, Mr Delors 
launched a plan in January 1989 for the creation ofa 
"European Economic Space" (ees). Starting in Jan- 
uary 1993, this would link the EC to the six nations 
of EFTA—Switzerland, Austria, Norway, Sweden, 
Finland and Iceland. EFTA would have a say in “‘deci- 
sion-shaping", but not decision-making, on laws af- 
fecting the EES. After 18 months of preparatory 
work the two sides have now begun formal negotia- 
tions. They have already agreed on some outlines 
for the Economic Space. 

Each side will maintain autonomy over its deci- 
sions. That means that if they cannot reach a con- 
sensus on a law for the EEs, the EC will go ahead with 
its own law which EFTA need not apply. EFTA coun- 
tries say that provided they are consulted properly 
while the laws are being hatched, such fractures in 
the Economic Space would be few and far between. 
They point out that they will be under a lot of pres- 
sure not to be awkward. At the highest level joint 
meetings of ministers will link the two bodies. EFTA 
judges will sit with those from the European Court 
of Justice to resolve disputes about the EES. 

Yet the differences remain profound, and a. 
cloud of pessimism now hangs over the talks. The 
commission no longer speaks of an EFTA role in “de- 
cision-shaping" or even "consultation". It talks 
rather of "exchanges of information" between the 
two sides before the EC takes a decision. Some com- 
missioners believe that EFTA is being offered so little 
that the talks are likely to fai. — 898§ 

The commission line has toughened because it 
now fears that if EFTA was consulted on every law, 
Community . decision-making would slow right 
down. The European Parliament, which would have 

















Qo other 


We put your ideas into perspective. 


Our strong base in the home 
market facilitates your worldwide 
operations. What distinguishes us 
banks is that we have 
twice the resources. As a large inter- 
national commercial bank in our 
own right, we are represented in the 
world's key business centers and, as 
the central institution of Germany's 
corporate banking system, we oper- 
ate on the broad basis through a 


network of 3,000 local "Volksbanken" 
and “Raiffeisenbanken”, Europe's 
most extensive branch network. 
Thats why you will find our 
strength wherever your international 


operations require it. In the best 
cooperative tradition, we uncom- 
promisingly put both our global 


resources and our strong position 
in the home market at your service: 
We put your ideas into perspective. 


DG BANK 
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Head Office: DG BANK, Am Pla 
der Republik, PO. Box 1006 51, D-60C 
Frankfurt am Main 1, Tel. (69) 7447-0 
Telex 412 291, Telefax (69) 74 47-16 8: 

Offices in: New York, Los Anaele 
Atlanta, Rio de Janeiro, Hong Kon: 
Singapore, Tokyo, Kuala Lumpt 
London, Amsterdam, Luxembourn 
Paris, Zurich, Geneva, Monte Cart 
Moscow, Budapest, Bucharest. 





French, German and body language. 


And understanding how you like to be 


Observing passengers over the years 
has taught our staff a thing or two about 
human nature. 

It isn't just a matter of speaking all the 


major European languages. (Which, of 


course, our dedicated flight attendants do. 


A lapel badge tells you which ones.) 


Its knowing exactly what you want. 


treated - without being told. 

Some passengers may not say so, but 
all the signals clearly spell out ‘Do not 
Disturb! So we don't. 

Others demand a more attentive 
service, So thats what we give them. From 


the moment they board the aircraft. 


For the best of America. 


And all of our service is carried out 
in the friendly, typically American manner 
youd expect from one of the United States’ 
most experienced airlines 

Because we know that if our Business 
and First Class passengers get what they 
want on a flight, we'll get what we want 


Contented TWA travellers 


the EC council; rather, the commission should act as 
a go-between, conveying EFTA's opinions to the 
member states. Otherwise EFTA might make a tacti- 
cal alliance in the council with, say, Denmark, and 
so gain a real say in decisions. The commission also 
wants the joint ministerial body to deal with broad 
policy rather than decisions; EFTA wants it to ratify 
laws that both sides have agreed on 

Second, Mr Delors demands dui EFTA should 
form a harder organisation which would allow it to 
speak with one voice. EFTA works by consensus, and 
its skimpy secretariat in Geneva cannot take initia- 
tives. Mr Delors wants a body with enough teeth to 
enforce, for instance, EC competition rules. Who 
could discipline the Swedish government if it gave 
unjustified subsidies to Volvo? _ 

Third, Mr Delors says EFTA is asking for too 
many exceptions to the acquis communautaire, the 
body of 1,000-odd regulations and directives that 
EFTA would have to take on board. The commission 
is sensibly prepared to let the EFTA countries off its 
agriculture and trade policies. But it does not like 
Iceland’s refusal to let EC ships touch its fish, Fin- 
land's insistence that its forestry is not open to for- 
eign ownership, or Switzerland’s refusal to allow EC 
citizens residency rights. 

Sweden and Norway say they will not lower 
environmental and health standards to EC norms. 
The problem of standards could darken the Eco- 
nomic Space with any number of black holes. Sup- 
pose that EFTA rejected new EC rules on car-exhaust 
emissions so that it could keep its own higher stan- 


dards. Community cars would be cut out of the 


EFTA market, but Saabs and Volvos would still sell 


in the EC. Sweden hopes that EFTA could "buy" the 
Community into tolerating such asymmetries, by 
for instance, topping up the EC's regional funds or 
making agricultural concessions to Mediterranean 
countries. Unacceptable, says the commission. 

The EFTA countries have so far spoken with one 
voice. But their common line may not hold because 
they have very different approaches. The Swedes 
and Norwegians are so keen on the EES that t 
would accept a tougher organisation to please the 
Community, yet the Swiss run away from the idea of 
an EFTA “pillar”. The four Nordic countries and 
Switzerland are all more or less determined to clinch 
some sort of deal with the EC. Even an tes which left 
ipae Esdr eag Sgr yc | 


tries Ee =n shale Anatria c commitment. - 
On its own admission, deve ipen 


it wants the EES to work because if alot of the labour 
of swallowing the EC's law book can be got out of 
2 d now, m lks will be 


fe Sion once ai in ae of 
reas ud and Portuguese membership—that 





| mages agreements that the Community plans for Po- " 
land, Eam Hungary, Bulgaria, Yugosla- Tu 


prospect. of membership—although those signed 
l with Greece, Turkey, Malta and Cyprus in the 


Os. did just that. Many East Europeans would. 


wired the words "eventual membership" as a 
-sign that they could aspire toa wider heritage. 
. The commission points out that the East Euro- 


pean states are a long way from being po tically or = 
one of their economies could stand up to orae tiade. E 
The commission says there is ho need for the associ- 


economically mature enough for 


greements to mention membership, since the 

EC treaties make it clear that any democratic coun- 
try with a mon economy can apply. But in reality 
ommission does not want the East | Europeans 


tremors set off by the ü of the Berlin Wall 7 ak 
wants. s. The decision todet in East Germany as asa àspe- 
ias erceptio i "with lots of majority voting and fewer than one com- 
ium once | opposed it, but r now ar- missi 


l gues ue is. rto 2i Austria out if East Ger- os 
ade is ng i respec sin | oed ol thes | 


duci e e them open 


is siii and cultural ties with Austria, West Ger- 


and Italy are sympathetic to this line. Den- 
ager the EFTA countries to be let in as fast 


as posible. And the commission is no longer solidly 
behind Mr Delors; four members favour Austrian 
membership sooner rather than later. 


Since last November the commission's old argue 


ment that neutrality is oe with mem 
has lost its s force. In the post-Ci 


iake a Bap about 
trality would not prevent it from j joining in any fu- 
ture EC foreign and security policy. 
Surely it is up to any applicant to worry about 
whether its neutrality is compatible with Commu- 
aber: m Not for Mr Delors and his ia 


strategy, cites thre 
towards widening. First, the experience of new 


ur ba oris er: its neu- | 


> flexible. In. ‘private the are even less enthusiastic | 
about opening the club toa arab s oficial tne | 
suggests. At one commission meeting Mr Delors ar- | 


gued that it could take 15-20 years d planning be 
fore East European countries were ready 
bership. And it is said that talks with Austria should 


mot begin until the Community has had several 
Yers of experierice with the EES. — — 


Mr Pascal-Lamy, Mr Delors's chief a adviser on 
wee reasons for the reserved attitude 


members has been that the rest of the EC has to de- 
vote a lot of time and energy to the difficulties of 
digestion. More new members would mean less : em 


ergy available for the substance of deepening. - 
oe a more integrated Community ls to 
sions more quickly. Yet swelling the 
il and commission meetings 


Ce. ly mad it harder to reach decisions. 
it pea 1415 members, bu no more. He 
inks it will be many years before the members of 
the EC are ready to create the sort of constitution-— 


ioner per leuc amer ns allow a Com 


"Mieter A — or ma ag de ficio pale the 
EC's progress aes a common. security policy, 


and prevent the EC from becoming the European 


| pilar of? NATO. The real drawback, says Mr Lamy, is 
that "the more integrated the Community be- 


comes, the harder it is to let in new members. We 
have to favour integration." This policy seems un- 
fair on those European countries which, by accident 
of history, were not lucky enough to be among the 


current 12. 

The rest of the world is now reassured that the 
EC's economic policy—agriculture apart—will not 
be that of a Fortress Eu pe. In the 1990s the com- 
plaint of outsiders may be more political, that the 


ONU has fallen victim to a Little 


peanism. The Community seems set to become 
werful core surrounded by concentric circles— 
zat Eastern Europe, perhaps the Maghreb— 
which economically are- integrated or becoming 
“Why should Europe remain divided into se 
niors and j juniors, deciders and receivers?" asks Mrs 
dgw: lirector of the Atlantic. Cow 


Washington bd She believes the Sci a 


$ widen and deepen at the same time. "The Ec will be 


a better partner for Ameri 


a if in the long run it can 
represent all Europe. And an EC of dà will be too 
i. base for Germany's political role." — 

_As Mr Delors i is so fond. of sa fin Sr hi ory i 


for membership. Even lx as a as Me Delon 
and. Mr Lamy will not be able to find good argu- - a 
ments against NATO-member Norway joining. A | 
failure to achieve the res would push the rest of E 
EFTA in the same direction, while if the Economic .1 
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Space does take shape, it is unlikely to be on terms 
which give the EFTA members much political sat- 
isfaction. In the long run, most of them will proba- 
bly conclude that they are better off inside the EC 
where they are able to influence the decisions which 
affect their economies. 
Czechoslovakia, Hungary and Poland look set 


Brussels's new empire 


HE collapse of Soviet power in Eastern Europe 

has left the European Community, by default, 
the dominant power in the region. ica realised 
this rather sooner than Western Europe's own lead- 
ers and in July 1989 suggested that the commission 
should co-ordinate 24 rich countries' aid to the two 
new democracies of Poland and Hungary. This be- 
came known as the G-24 or Phare programme (after 
the French word for lighthouse), and is now being 
extended to East Germany, Czechoslovakia, Bul- 
garia, Yugoslavia and—if it treats its opposition 
more gently—Romania. 

Mr Delors knew that if the commission fluffed 
its lines in Eastern Europe it would not get another 
chance to strut across the international stage. So he 
and Mr Frans Andriessen, the foreign affairs com- 
missioner, took no chances and put 20 of the com- 
mission’s best staff onto the Phare programme. One 
year later they have been rewarded by the judge- 


joint proj areas such as banking, research 
and development, the environment and telecom- 
municati i the transfer 


form a regional association, for that might help to 
postpone their eventual applications for member- 
ship. The countries concerned, however, seem more 
interested in links with the EC than eachother. A 
more likely prospect is that a series of bilateral chan- 
nels will extend eastwards from Brussels. The EC’s 
aid for Eastern Europe—quite apart from its co-or- 
dinating role in Phare—is steadily deepening these 
channels. This year Poland and Hungary will receive 
300m ecus ($370m) of EC money, and the other 
countries joining Phare a further 200m ecus. The EC 
plans 850m ecus of help for the region in 1991 and 1 
billion ecus the year after—not to mention several 
billion ecus from the European Investment Bank. 
Emergency food aid (worth 140m ecus) has 
been sold on the Polish market, and the proceeds 
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to lodge applications by the mid-1990s. If the six 
EFTA countries, Malta, Cyprus and, say, Slovenia 
also joined, by the turn of the century the EC could 
stretch to two dozen members. In the very long run, 
the other Yugoslav republics, Bulgaria, Romania, 
the Baltic states and Turkey could be candidates, 
taking membership to well over 30. 


neers and 2596 of the cost of connecting a village to 

the telephone network, while villagers pay the 

rest —mainly through local labour and materials. 
TEMPUS is one of the Community's more ambi- 


universities in the West to help upgrade university 


year, starting this autumn, 650 Polish students will 
go to the West. Poland and Hungary have asked for 
help with the teaching of business studies, languages 
and applied science—but Czechoslovakia stresses 
that its arts faculties need pepping up. 

The commission has found it much more diffi- 
cult to conduct an orchestra of 24 individualistic 
players than to perform on its own solo projects. Its 
staff have travelled Eastern 


Europe, 
Phare. Back in Brussels they have chaired groups of 
delegates from the G-24 countries and drawn up lists 
of things that need doing. The idea is that countries 
come forward with offers to match, while the com- 
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Brussels helps to cléan up Hungary 





Be Sorat Hine need a free lunch 





Monetary union is 
happening, but 
economic union 


could be a shock 


mission tries to prevent overlaps and to ensure that 
the most needy gaps are filled. 

In practice each donor country has tended to do 
what it would have done anyway. Most of them pre- 
fer to indulge in spectacular bursts of generosity— 
which get the right headlines at home—rather than 
study seriously where help is most needed. Few 
countries have been willing to take part in joint 
projects, and a lot of the aid is tied to being spent in 
the donor country. 

Take the example of training aid, which is so far 
doing little to help Eastern Europe to develop its 
own training capacity. France and Britain have paid 
for a lot of Poles and Hungarians to come to courses 
in France and Britain. Among the schemes to be 
financed by Britain's "Knowhow Fund" in Poland 
are a seminar for Polish members of parliament on 
"British parliamentary concepts" and a course at 
Leicester Polytechnic for local-government council- 
lors and officials. Commission officials estimate 
that, on average, three times as many people would 
be trained if a set sum of money was spent on send- 
ing trainers to Poland rather than Poles to trainers. 

Yet for all the bilateralism, the conductor has 
made the orchestra play better than it would have 
done on its own. Countries have swapped informa- 
tion about what they are up to. Silly overlaps have 
so far been avoided. East Europeans have a forum to 
which they can bring their requests. And priorities 
have been set, which is particularly helpful for small 
countries that may lack the resources to organise 


and finance whole projects on their own. Thus Ire- 
land learnt from the commission that the Warsaw 
centre which co-ordinates training aid lacked office 
equipment. So the Irish obliged by sending personal 
computers, fax machines and photocopiers. 

The commission has recently managed to stitch 
up some joint projects: 

e The Ec, the World Bank and America are jointly 
trying to clean up Poland’s Mazurian Lakes. 

@ The &C will contribute money to the environmen- 
tal agency that America is setting up in Hungary. 
@ The International Finance Corporation (part of 
the World Bank) thought up and will manage a Pol- 
ish privatisation agency. The EC will finance it and 
its members are expected to contribute financial 
skills such as merchant banking and accountancy. 

Eastern Europe will need Phare until all its 
economies are fit for full Community membership. 
Phare's achievements have already ranged from bil- 
lion-ecu credits for Poland and Hungary to the Eu- 
ropean Bank for Reconstruction and Development 
(BERD), which, powered by 10 billion ecus of capital, 
will start lending to the region next year. Although 
a founder member of BERD, Russia will at first not be 
allowed to borrow more than its paid-in capital. 
Like its absence from Phare, this reflects the fear 
that Russia's huge thirst for cash would leave the 
rest of Eastern Europe dry. 

But at last month's Dublin summit, EC leaders 
took a deep breath and decided that they would 
help the Soviet economy— but only after detailed 
studies of its needs had been carried out. The sum- 
mit mandated the commission to produce two 
plans: one on how to help the Soviet Union's short- 
term credit needs and the other on longer-term 
structural reforms. If, as expected, -the European 
Council approves these plans in October, other G-24 
countries are likely to join the EC's efforts. President 
Bush is happy for the EC to organise relief for the 
Soviet economy, partly because America itself does 
not want to contribute any money. 

Like everything the EC has done in Eastern Eu- 
rope, help for the Soviet Union will be conditional 
on its progress towards a market economy and de- 
mocracy. The EC refused to sign a trade treaty with 
Romania last month after its government treated 
the opposition thuggishly. And the commission de- 
clined to invite Romania to a meeting of the G-24 
donors. Community governments accept that, since 
politics and economics cannot be kept apart in East- 
ern Europe, the commission should tak iti 





Power to the centre 


TEOSE trange beasts the eco aid the emu have 
been rather overlooked during the excitement 
of the hunt for political union. Yet economic and 
monetary union (EMU) is likely to change the Com- 
i rofoundly than another round of in- 


ropean central bank, dubbed "Eurofed", EMU 


promises to increase the powers of the commission. 
It will also simplify life for tourists. 


The Community's preparatory work on EMU 
has reached an advanced i 
EC central-bank governors, i 
of Mr Karl-Otto Pöhl, the president of West Germa- 
ny's Bundesbank, is working on a set of Eurofed 
statutes which will be ready in time for the inter- 
govermental conference on EMU which starts in De- 
cember. That conference will draw up a new treaty 
for economic and monetary union. In Dublin last 
April the heads of state—Mrs Thatcher included — 
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agreed that the treaty should be ratified by the na- 
tional parliaments before the end of 1992. 
Mr David Mulford, under-secretary in Ameri- 


progress 

ing the world monetary system,” he says. At the mo- 
ment, when America deals with an EC currency it 
has to take into account the knock-on effects inside 


tive of monetary policy will be price stability. Bank- 

ing supervision will be left to national authorities. 
There will be no direct link between EMU and a 
beefing-up of the EC's regional funds, but these are 
in any case doubling over the period 1988-93, after 
which they will be reviewed. There would be no 
guarantee of a bail-out if a member of the currency 
union went bankrupt, but the EC might lend it 


EC governments acceptable. 
ages a Eurofed council made up of the 12 central- 
bank governors and a full-time board of four. Coun- 
a iie cod be tie Y IHE, 
The European Council would consult the European 
Parliament before appointing a board member as 
chairman for a five-year term. 

To reduce the risk of economic and monetary 
policy pulling in different directions, the president 
of Ecofin (as the council of finance ministers is 
known) and a member of the commission would 
der o 
council. The commission could 
make chose to oe Baro on “the consis 
tency of monetary and economic policy.” As for 
accountability, the parliament would receive an an- 
nual report from the Eurofed and have the right to 


EMU as a way of increasing sovereignty, since it 
would hand interest-rate decisions to a body which 
included their own countrymen. 

Even though 11 countries have reached a rough 
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accord on the sort of EMU they want to aim for, 
there are still thorny issues to settle. For instance, it 

is agreed that exchange-rate policy should be set by 
lacis RUE carried vut by Eurofed. That formula 
leaves room for dispute because interest-rate policy, 
y viste lesan p is a main instru- 
ment of exchange-rate policy. Another sticking 
int could be che plan Socal sanini tenets 
proportion of their foreign-currency reserves with 
Eurofed. The central bank would manage these re- 
serves, but if it lost, say, Irish money while interven- 
ing, who would bear the cost? 

Germany will take some convincing before it ac- 
cepts that the Eurofed will be genuinely indepen- 
dent. It fears that a national government could ig- 
nore the cep independence of Eurofed sont 
members and bully its central-bank governor to 
vote a certain way. Germany wants all the national 
central banks to be made as independent as its own. 
There is little chance of that. The commission ar- 

gues that independence will seep down from the 
Purcíad to the cational coii Gaal and that in 
practice no government would dare to sack a gover- 
nor for ignoring its advice on how to vote. 


Frankfurt frets 


Germany is at the centre of two other big arguments 
that need to be resolved. Does EMU mean that 11 
Community currencies would be permanently glued 
at set exchange rates, or that the ecu would replace 
national currencies? Their strong emotional attach- 
ment to the D-mark makes German people antago- 


mark, 
wanted to use. Symbols apart, the commission plan 
has some economics on its side: while separate cur- 
rencies persist, markets could speculate against the 
union lasting and provoke higher interest rates in 
the weaker economies. Sir Leon Brittan, the compe- 
tition commissioner, proposes a compromise that 
would reassure markets of the union's durability: 
one side of a banknote would be denominated in 
ecus, the other in D-marks, drachmas or whatever. 
The second big argument is whether EMU re- 
quires central control of budget deficits. Britain, 

Uh Lau tappat bim Fane 
gues that EMU could work with 
each state setting its own budget. 


not explain in public why they are 
so keen on strong controls. “We 
worry about the Italians, Spanish, 
Greeks and Portugese,” says a 
Bonn official in private. “Italy 
might over-borrow and then de- 
mand a bail-out. If we could leave 
those four out of EMU it would help 


but most governments find the idea 
anathema: the EC's philosophy is 

















































~The commission has now come up with a clever 
] formula which seems to satisfy both the Germans 

and the British. Instead of binding rules, there 
would be "binding procedures". Each government 
would subm it its bud moe 






level of borrowing was so irresponsible that it would 
push up interest rates elsewhere in the EC, the min- 
isters could, on a majority vote, order a change. If 
the sinner did not mend his ways and peer-group 
pressure had no effect, the Community would apply 
sanctions—like the withholding of regional funds. 
The commission claims these binding procedures 
are less rigid than binding rules since compulsion 
would be applied only against the real basket cases 
like Greece (see accompanying chart). l 
With the goals more or less defined, the debate 
is shifting to how to reach them. Last year's Delors 
report mapped out three phases, the first of 
 Which—involving free capital movements and more 
monetary and economic co-operation —has already 
begun. In phase two the Eurofed would be up and 
running; but national authorities would retain ulti- 
mate authority for monetary policy, and occasional 
currency realignments would be possible. 

The Bundesbank argues that phase two should 
be skipped, since shared monetary authority 
make the not-quite-fixed EMS unstable. If an exter- 
nal shock struck an economy, the markets could ex- 
pect a realignment and, by speculation, force one to 
come about. There would be no central authority to 
hold the system together. The commission is sympa- 
thetic to these arguments and is now prepared for a 
phase two lasting only a few months. But it main- 
tains that an interim phase is still needed in order to 
give the new bank a chance to run itself in. A com- 

mission official predicts that although member gov- 
ernments would retain monetary authority in phase 
two, "Once Mr Póhl is sitting in his chairman's of- 
fice and the pictures have been hung, in practice 
they'll. do what he says.” | 

By contrast Britain's new plan for a phase two 
aims to make it last as long as possible—and is thus 
“permanent purgatory” for one commission offi- 
cial. Britain suggests that a European Monetary 
Fund should issue ecu banknotes and manage a 
"hard" ecu—one that could never be devalued 
against other EC currencies. Many governments fa- 
vour greater use of the ecu, but because Britain still 
opposes "phase three” —fixed exchange rates and 

. Eurofed setting interest rates—they tend to view the 
. planasa cynical tactic to divert them from EMU. 

. Many British officials now concede that the in- 

tnimental conference on EMU is likely to be 

y next spring. They, if not their prime minis- 

esigned to EMU happening. They know that 

ied to wield its veto the others could go 

new treaty among 11 states. 


forget the Ein EMU : 
argument about binding rules on budgets is the 
an.iceberg that is often ignored: economic 
could have a big impact on the balance of 
een the Community and its members. 
Mr Delors proposed 1 that the EC should 
national economic policies in order to 
p ne” the continental economy. The finance 
 .. ministers squashed the idea of demand manage- 



































































get to Ecofin. If the proposed - 




















ment, but not the concept of an EC economic policy. 
Such a policy should, according to the commission's 
recent institutional paper, be "based on the co-or- 
dination of member states' economic policies and 
on the implementation of the different common 
policies, in particular competition and structural". 

In phase one of EMU Ecofin makes annual rec- 
ommendations on economic policy for each mem- 
ber, based on reports drawn up by the commission. 
The commission paper envisages that in phase three 
the council should adopt, after a proposal from the 
commission and an opinion from the parliament, 
three-year policy guidelines for the EC and for each 
country. The country guidelines would deal with 
budgets, costs, savings and investment, and some- 
times include policy recommendations. If a-recom- 
mendation was ignored and the council failed to 
take action, the commission would publicise the 
recommendation. A EE 

The commission's unspoken philosophy is that 
it should become an embryo economic executive to 
balance Eurofed. The paper argues: 


It is difücult to see how powers assigned by treaty to the 
commission in terms of initiative and control can be 
shared with bodies that will not be subject to control by 
the European Parliament [that is, the council]. . the 
commission will be accountable to parliament, whether - 
in respect of the preparation of annual reports on the 
economic situation in member states, the formulation of 

, annual recommendations and multi-annual guidelines, 

the surveillance of their implementation by member- 
states, or relations with Eurofed. 


The EC's governments are not resisting these ideas. 
After all, while some of them think the commission 
should keep its nose out of foreign policy, its right to 
manage and take initiatives in the economic domain 
is seldom challenged. What is new is that EMU in- 
creases the size and scope of the economic domain. 











x netary 
union and decided that it was a good idea. Only 
union spills over into economic policy co-ordina- 
tion, and that that means—hey prestol—an en- 
larged role for the commission and the parliament. 
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Time for a new constitution 


S RECENTLY as a year ago, when EC leaders 
committed themselves in Madrid to economic 


embark on another round of constitutional reform 
little more than one or two new powers to be tagged 
on to the EMU treaty. Yet constitutional reform was 
the principal subject of last April's Dublin summit, 
while at that held in June all 12 members agreed to 
rewrite the Community's constitution. 

The subject has always excited federalists, but 
last year a wider audience took an interest: 
e Many countries became concerned about a “dem- 
ocratic deficit": national parliaments have little in- 
fluence over EC legislation, while the Strasbourg as- 
sembly has only feeble powers of amendment. 
@ Debates on EMU provoked thoughts about the 
constitution. How would the EC's economic and 


monetary policies 
@ The Community had to face the prospect of more 
members. A larger EC would slow decision-taking 
unless the institutions were revamped. 
e Some of the partners and most of the practi- 
tioners of EC foreign policy thought its organisation 
was creaking under the weight of new 

Though the democratisation of East Germany 
was the yeast which set this brew in motion, Mr 
Delors stirred things skilfully. Last autumn it be- 
came clear (in Bonn, Brussels and Washington, 
though not in Paris or London) that the two 
Germanies would unite within a few years. In a 
speech that he delivered in Bruges in October, Mr 
Delors asserted that “history is speeding up, so must 


safer and more acceptable if at the same time Eu- 
rope became more united. So the Strasbourg sum- 
mit decided that the inter-governmental conference 
on EMU should start in December 1990. Early this 
year Mr Delors threw out some ideas on constitu- 
tional reform before suggesting that the subject mer- 
ited its own inter-governmental conference. 

This idea won backing from Mr Helmut Kohl, 
the West German chancellor, and Mr Francois 
Mitterrand, the French president, who issued a 
joint appeal in April for "European Union". Their 
aims were “to reinforce the union’s democratic le- 
gitimacy, to make its institutions more efficient, to 
ensure economic, monetary and political cohesion 
and to define and set in motion a common foreign 
and security policy.” They wanted “political union” 
to enter into force in January 1993, at the same time 
as the single market and EMU. The two Dublin sum- 
mits which followed this appeal decided that the 
constitutional conference should start, like that on 
EMU, in Decem 


ber. 
The views of France and Germany carry the 
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most weight in the constitutional debate: France, 
because of its traditional influence in the Commu- 
nity and its ability to persuade neighbours to follow 
its lead; West Germany, because of its economic 
muscle and its special role in splicing East Germany 
into the EC. When this pair renew the marriage 
vows of their long-standing but often strained alli- 
ance, they are an unstoppable force in EC politics. 
But soon after their appeal for "political union" 
they started to discuss what it actually meant, and it 
became clear that they had differen: ideas. 

France had been exasperated last year with 
West Germany's reluctance to set a date for the EMU 
inter-governmental conference. But this year, con- 
vinced that nothing will prevent German unity, 


Mr Kohl is most 
man unity is not slowing down European integra- 
tion (as some had thought it would). This may ex- 
plain the relish with which he calls for a big transfer 
of power to the European Parliament and the com- 
mission. Mr Kohl is inspired by the memory of his 
hero Konrad Adenauer, one of the Community's 
founders. Mr Kohl (no less than Mr Mitterrand and 
Mr Delors) worries about his own role in the history 
books. He wants to be seen as the forger of two 


unions, Germany's and Europe's. 
Germany and Belgium, this year's most ardent 
champions of a more are the only 


th 

own. Partly-federal Italy and Spain seem more or 
less at ease with the concept of a federal i 
those ancient, centralised and proud nation-states, 
Britain and France, which agonise the most about 
loss of national sovereignty. 

If Germany marks one pole of the debate on 
political union, France marks the other. The French 
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policy is ripe for 










you x want to go vf atest ae in foreign 
and securi ity policy, what else can give coherence 

tation?” asks a senior diplomat. Heads of 
ent would meet more often and take the 

isions on foreign policy. 

- France would ‘scrap the system whereby the 
pide of the council rotates every six months. 
To achieve more continuity and focus, French off- 










cials talk of either a single person or a large country 


holding the presidency for several years. In the latter 
case, small countries would hold six-monthly vice- 
presidencies. Either way, there would be a rival au- 
luno to the commission. 

The third French priority is that cada parlia- 
ments should play a role in plugging the democratic 
deficit. "Well dos a lot for the European Parliament, 
but vine ratic legitimacy does not come only from 
Strasbourg," says a government official. — 
DIN is not yet ready for national parliamer 
delegate more [to the European "Parliament]". 
France has therefore floated the idea of a second 
Strasbourg chamber, or "senate", made up of na- 
tional MPs. s. While Eurosceptics think it would be an- 
other tier of bureacracy, most federalists dislike the 
idea since they hope the Council of Ministers, 
representing member governments, will ultimately 
evolve into a (weak) second chamber. Holland is a 
rare supporter. It suggests that if each country had 
an equal number of senators, small countries — 
lose their reluctance to cede ' j 
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I THE coming arguments on constitutional re- 

y hi one that eally zastters will be on for- 
lirical union is the desire to tie down Germany. 
Some Germans believe that it is in their country's 
fundamental interest to be tied down. For those 
who worry about the possible dangers of a resurgent 

















Omen tying down means constrainin: 
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high politics and take decisions by unanimity. The 
fear i probably nüspbsced. "I 
the French foreign ministry ' bar Mr Airt 1 is as 
committed a European as Mr Kohl. When the 
French and the Germans get down to the details of 
their blueprints, the differences may be not be huge. 
Mr | is more. constrained than Mr 
Kohl by domestic politics. In West Germany the 
three main political groupings all support a 
federal Europe. But in France the National Front, 
the Communists, many of the: auli nd ever 
one minority faction of = Socialist 
























| politic: "ndesration.- The govern- 
ment's stress on à relatively strong role for individ- 
ual states may be intended to win aquiescence from 
Mr Jacques Chirac's Gaullists. 

The Gaullists like the ideas of a European Sen- 
ate and of a beefed-up European Council. But some 
of their rhetoric veers closer to Mrs Margaret 
Thatcher than to Mr Mitterrand. “Mr Delors is 
wrong to think you can solve the German problem 
by emptying nations of sovereignty," says Mr Pierre 
Lellouche, Mr Chirac's adviser on: foreign policy. 
He believes the ‘Con nunity's priorities should be 
1992 and Emu. “Ir is a mista e to try and move to- 
wards political and military union before the status 
of Germany has been settled, for that will determine 
the nature of the EC," he adds. He sees a parallel 
with the mid-1950s: it was only after West Germany 
was allowed an army of its own and to enter NATO 
that the E EC could take off. 
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represent is 12 iun] the world, and policy can 
suffer from a lack of continuity. When EPC decides 
that it should take a stance, a five-man secretariat in 





| Brussels sets to work on co-ordinating the views of 


national foreign ministries, and eventually pub- 
lishes a common, usually bland, statement. Some 
Japanese and Am 1 diplomats complain that 
EPC is ineffectual. The problem is not only that it 
paisley LETE bur that the officials who run i 
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interviewing IT-literate graduates takes a little longer in Northern Ireland 


Universities in Northern Ireland are turning out 600 IT-literate graduates every year, so 

take your pick. 
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suggest, for instance, that Japan might be tempted 
to remove barriers to EC exports such as shoes and 
essed food, if in return the Community pushed 
o play a greater role in the Cambodian peace 





















Thei eed to co-ordinate economic and political 
tegies for Eastern Europe has led to a blurring of 


= he EC-EPC distinction. Normally the officials from 
national capitals who run EPC would seldom meet 


the officials that countries keep in Brussels to man- 
age EC business. But over the past year the two 
groups have met frequently to talk about Eastern 
Europe. Britain cites this example to argue that the 
current system works well so long as the EC and EPC 
collaborate. TL 
“The machinery that produces policy is un- 
important compared to the policy itself,” says ase- 
nior British diplomat who sees no need for big struc- 
tural changes. Instead he suggests three modest 
reforms: a bigger EPC secretariat, a more prominent 
secretary-general who could explain EPC positions to 


third countries, and more. meetings between offi- 


cials from national foreign ministries and ambassa- 
dors to the EC. Such reforms would allow the Com- 
munity to run a common foreign policy in areas 
where all members agreed that they should work to- 


gether. The diplomat plays down the significance of — 


EPC's inability to take initiatives: "Foreign policy is 
1596 reactive and 2596 proactive—while for eco- 
nomic legislation the proportions are reversed."'. 
But Britain's gradualism will satisfy few of its 
partners, who insist that if policy is to be made more 
quickly it needs some Community input. They ar- 
gue that, since policy sometimes has to be backed by 
action such as sanctions, trade treaties or aid, it 
makes sense to involve the commission. And the 
British approach scarcely addresses either the prob- 
lem of external identity—other countries would like 
to be clearer about who they should talk to—or the 
desire of some members for a big, symbolic change. 
Most EC countries agree that there should be a 
common authority to deal with third parties and de- 
- fine and pursue common interests. But they do not 
agree on how this should be achieved. The French 
idea that a strong council president should lead for- 
eign policy incites jealousy among most member 
states and the commission. The federalist alterna- 
tive is to treat foreign policy as normal EC business 
and let the commission run it. Although the parlia- 
ment likes it, this idea is no more popular with the 
member states than the French or British proposals. 
A compromise approach, backed by Germany, 
several other countries and Mr: Delors, -stands a 


. many Germans off the idea of an EC defence force. 





which helps the Council of Ministers to take deci- 
sions smoothly. National officials based in Brussels, 
rather than home-based civil servants, would pre- 
pare policy. e gal 2 

At the highest level the European Council and 
the council’ of foreign. ministers would take deci- 
sions. They would produce policies for areas where 
everyone agreed that it made sense to take a com- 
mon line, such as Eastern Europe and America. 
Some of those backing this plan would like to soften 
the principle of unanimity so that one or two states 


could not block a policy; but such an attack on indi- 


vidual members’ sovereignty is unlikely to win the 
support of many countries. - | IP 

The commission would attend meetings and 
take initiatives. But individual countries could also 
make proposals, which they cannot do for normal 
EC business. The commission and the diplomats of 
EC governments would share the implementation of 
policy—and could pool some of their overseas em- 
bassies. Two faces would represent the EC jointly to 
the outside world: the president of the commission 
and the current president of the European Council. 

Such a compromise would disappoint many of 
those who were excited by the grand talk of political 
union. But Mr Peter Ludlow, director of the Centre 
of European Policy Studies, argues that making the - 
national diplomats in Brussels responsible for for- 
eign policy would lead to subtle but far-reaching 
changes. "The council is an increasingly autono- 
mous organisation which works closely with the 
commission. When ambassadors:to the EC meet in 
the council, it is very hard for one member-state to 
block all the others, even on subjects which need 
unanimity, for they are used to thinking about the 
EC interest." BOE | 


Upinarms | : | 
Should a common security policy extend to military 
matters? Many argue that the EC should not discuss 
defence before Germany's security status has been 
settled. “To talk about it now could make the Amer- 
icans concerned. about NATO’s future, and it could 
perturb the Russians," says a senior Bonn official. 
"Let's leave it undefined until they say their troops 
are leaving East Germany." 

It is not just this worry about timing that turns 
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Germans tend to favour the EC broadening into 
Eastern Europe and Scandinavia, where they are 
naturally influential, and they worry that a Euro- 
army could make it more difficult for neutral coun- 
tries to join the club. Prospective members who are 
neutral would like to know whether, in the long 
term, the Community intends to play a role in 
defence. 

It will be hard to keep this subject off the agenda 
of the coming inter-governmental conference. A lot 
of taboos are vanishing along with the Russian 
threat, and politicians are talking about the future 
of NATO. The commission will certainly push for de- 
fence industries to be given the single-market treat- 
ment. In 1985 NATO estimated that if the EC coun- 
tries opened up their defence-procurement markets, 
they would save one-fifth of the 30 billion ecus that 


they spend every year on weapons. 

Sir Leon Brittan has proposed that a European 
Security Community (Esc) should become the Eu- 
ropean pillar of NATO. This would not have exactly 
the same members as the EC, since Ireland (and later 
perhaps Austria) might not want to join while Tur- 
key, Norway and Iceland (NATO members not in the 
EC) would participate. Ministerial decisions in the 
Security Community would be unanimous and the 
commission would act as a civil service. The Esc 
would concern itself with military R&D, joint train- 
ing, military collaboration and defence procure- 
ment. It might even manage the nuclear deterrent as 
an equal partner with America. 

These ideas are probably more suitable for the 
inter-governmental conferences of the coming cen- 
tury than the one which starts in December. But the 
long-term trend is for defence policy to become less 
concerned with military affairs and much closer to 
foreign policy. There may be a gradual process of 
foreign ministers talking about NATO business more 
often at EC council meetings. At some distant point 
America might want to discuss a new NATO treaty, 
and the EC could formally be stamped as NATO's Eu- 
ropean pillar. 

From their offices on the top floor of the 
Berlaymont, the EC commissioners gaze towards 
NATO's headquarters on the edge of Brussels. The 
commission's federalists are determined to grab de- 
fence policy one day, if it takes them a dozen inter- 
governmental conferences. The commission is 
therefore most concerned that however the Confer- 
ence on Security and Co-operation in Europe 
(CSCE) develops, it should remain a lightweight, in- 
ter-governmental organisation with a small secretar- 
iat. The strong CSCE that the Russians and some 
East Europeans demand could turn into a pan-Euro- 
pean security club, and block the Community's own 
ambitions in that direction. 





D'emocracy versus efficiency 


NCE the constitutional conference has sorted 

out foreign policy, two other big questions will 
have to be tackled. How can the Community's insti- 
tutions be made more efficient? And how can the 
democratic deficit be reduced? 

Britain and France worry the most about the 
lack of involvement of national parliaments in EC 
legislation. While France favours a European senate 
of national parliamentarians, Sir Leon Brittan sug- 
gests a committee of national MPs that would act as a 
bridge between the Council of Ministers and home 
parliaments. This would scrutinise EC legislation 
and question the Council of Ministers. The merit of 
the idea is to recognise that the council represents 
national governments rather than parliaments. But 
some reckon that the consultative status of Sir 
Leon's committee would render it too feeble to hold 
the council truly accountable, and others view it 
merely as another tier of bureaucracy. 

Mr Bruce Millan, also a British commissioner, 
proposes that national parliaments should receive a 
draft of every EC law and the date that the European 
Parliament would consider it. Each would then send 





a member to the relevant committee of the Euro- 
pean parliament, to argue but not to vote. This idea 
could prove popular, but most governments con- 
sider that tinkering with national parliaments is a 
side issue. They believe that EC legislation can be 
made accountable only at Ec level. This argument is 
particularly strong when the council of ministers 
makes law by majority vote, for it is then impossible 
for a national parliament to block a law. 

Thus German officials argue that the answer to 
the democratic deficit is more clout for Strasbourg. 
They would give it the right to elect the commission 
president and to sack individual commissioners, so 
that the commission felt more responsible to it. 
And they would increase Strasbourg's legislative 
sway by allowing it to propose laws (as long as the 
commission agreed) and to wield a veto. 

This is music to the parliament's ears. But the 
report written by Mr David Martin, the parlia- 
ment's institutional spokeman, does not call for a 
pure veto. It proposes, if the council and parliament 
cannot agree on a law, a "conciliation procedure". 
This already happens for the annual budget, and in- 
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IHE FIRST EUROPEAN 
INVESTMENT PARTNERSHIP. 


E is a new financial force 
in Europe. 

Charterhouse European 
Partners. 

Led by Charterhouse in the 
UK, it includes Credit National 
Group in France, Germany's 
Matuschka Group, Basinvest SpA 
in Italy, the Banco Santander 
Group in Spain, and Sweden's 
Alven Forvaltnings AB. 

A Partnership with the 
necessary local credentials, as 
well as the international reach to 
make a Significant contribution 
as an equity participant in 
Continental European businesses. 

Never before have European 
institutions of such calibre come 
together solely for European 
investment. 

For more information on how 
the Partnership might contribute 
to your business, call Howard 
Rix or Roger Pilgrim in London on 
071-248 4000. 
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The necessary processes of communication involve diverse techniques which are becoming increasingly sophisticated; the 
telephone, the computer and the networks are three fundamental components of the communication world. 
Today, along with these elements, a new way is paved: co-ordination and engineering skills in the networks systems, a 
proposal by Sirti for the full control of telecommunication networks. 

With over 65 years’ experience in the installation and maintenance of network systems, now the technological skills of 
Sirti opens new prospects for communications all over the world. 
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volves both sides having to work out a compromise, 
The constitutional conference will thin down 
many of the parliament's demands. So far it can be 
sure of strong support only from the Germans, Bel 
gians, Italians and Greeks. Many countries are un- 
committed, while Ireland, Portugal and—espe- 
i cially—Britain lack. enthusiasm for boosting the 
par arliam à ment 5 powers. B even. anch y suggests that 











































































the right to: sein al EERE RAN and foreign 
` treaties; and the election of the commission presi- 
. dent on a proposal by the European Council. 
^ o The inter-governmental conference. will talk 
about that fashionable term, "subsidiarity", the 
: idea that decisions should be taken at the lowest 
E practicable level. Britain will cite the principle in ar- 
guing against any new powers shifting from national 
governments to the Community. But subsidiarity 
can also justify devolving power even lower, from 
national to regional level. Over much of Europe 
there is a slow but noticeable trend for people to 
identify with regional entities, and this is now 
touching the debate on the EC's institutions. 
Bavaria wants the regions to be represented in a 
European senate. Mr Millan, the regional commis 
sioner and a Scotsman, proposes a consultative as- 
sembly made up of regional representatives. He 
would also make the main Strasbourg assembly 
more regionally conscious. Most countries elect 
MEPs on national lists, so those who win have no 









contact with, and take little interest in, any particu- 


lar region. The result is that 8096 of the letters that 
the commisson receives from MEPs on regional pol- 
icy are from the British and the Irish. Britain and 
Ireland are the only EC countries with constituen- 
cies based on small geographical units. Mr Millan 
suggests that the new treaty should require the use 


of regional rather than national lists in European 


elections. He would also let regional delegates into 
the Council of Ministers, with the right to speak but 
not to vote, The German Linder a are already al- 
lowed in to watch. 


. The big stick 

^. When the inter-governmental conference comes to 
discuss efficiency, the debate will shift from the par- 
- liament to the European Court of Justice, the com- 
| . mission and the council. One fetter on the progress 
of the single market is the inability of the court to 
-| enforce its decisions. At the start of this year there 
. were 43 outstanding cases of a government ignoring 
a court ruling on the non-implementation of a direc- 
tive, or. on an abuse of the single market. Italy had 
ignored 23 judgments, followed by Greece (eight), 

Belgium (six) and Germany (five). 

Mr Peter Sutherland, an lrishman. who was 
once competition commissioner, suggests that na- 
tional courts should help. "If a government ignores 
a European Court ruling, national courts should en- 
force it," says Mr Sutherland. "People generally ac- 
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cept their authority. Then if a government still 
flouts the law, the commission should be able to 
mete out punishments.” Britain wants the Euro- 
pean Court to be able to fine countries for con- 


tempt. Fines could be most easily enforced if the | 


commission withheld regional or agricultural funds 
from the guilty countries. But that would be hard on 
the innocent individuals who lost out, so a system of 


straight fines is more likely to win approval. When it 


comes to. protecting its cherished single market, 
Britain is always game for a bit of supranationality. 

The "efficiency" of the Council of Ministers, 
defined as speed of decision, depends on the minis- 
ters voting by majority. Efficiency happens to trans- 
fer power from governments to the council. Federal- 
ists therefore favour “efficiency”, but non- 
federalists have to admit that the Community 
would never have been able to tackle the 1992 pro- 
gramme without the use of majority voting for many 
of its measures. It leads not only to quicker law-mak- 
ing, but also to fewer of the fudged compromises 
that the need for unanimity inspires. 

The new treaty will allow more majority voting, 
because all countries, including Britain, think it 
makes sense for environmental laws. And all coun- 
tries except Britain and possibly Germany want 
more social laws to be voted on by majority. Many 
countries will resist giving up unanimity on indirect 
tax. But when ministers take into account the num- 
ber of new members and therefore new national ve- 


toes that could join the club, and then recall the five 


years it has taken to harmonise VAT rates (without, 
so far, success), they might ponder majority voting 
on the details if not the design of indirect tax. 

The prospect of new admissions will also colour 
the debate on the commission's efficiency. There 
are now 17 commissioners, two from each big coun- 
try and one from each small one. Already, there are 
not enough substantial portfolios to share out, and 
the full commission is an unwieldy body. The mem- 
bers of the Community might agree to one commis- 
sioner each, but Mr Delors thinks even that would 
be too many if more countries were to join. The 
minnows will resist the idea that they should take it 
in turns to have a commissioner. 

The second question that must be settled about 
iei commission is the use of agencies. Some suggest 
that the enforcement of competition. policy should 





be transferred to an independent agency, so that 
commission rulings on mergers and state aids would ; 


not be influenced by the political whecler-deali 





that hasbeerrevitett ii recent cases, such as that of 
illegal French aid to Renaul 





The Italian irene for rescáich, Mr 






Filippo Maria Pandolfi, goes further, suggesting that 
many of the commission's administrative depart- 


ments should. be hived. off into agencies. These - 


would. be supervised by the commission but man- 
aged by boards appointed. by governments. The 


benefit, says Mr Pandolfi, is that the agencies would _ 
be free of the inflexibilities that plague the manage- - 


ment of the commission—such as rigid rules on pay, - 


a slow system of promotion, the difficulty of recruit- 


ing outsiders and the near-impossibility of sacking E 


bad staff. 


Mr Pandolfi reckons that most of the dépar | 


ments dealing with agriculture; the environment, 
regional aid, development, the single market and re- 


aling 
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' the commission keep six or eight large departments 
to' work on strategy and legislation. The 
Berlaymont's seasoned bureaucrats are predictably 
sceptical about the efficiency of agencies. They ar- 
gue that agencies have a tendency to build empires 
and would be even worse than commission depart- 
ments at following their own wishes without regard 
to anyone else. And could they be managed more 
flexibly? When considering the statutes of the new 
environmental agency, ministers opted for the same 
(inflexible) staff rules that apply to the commission. 















Europe a la carte 
The Community does not exist to serve the ambi- 
tions of its mandarins, nor the particular interests of 
its member governments, but to enhance the mate- 
rial and political welfare of its people. Many of the 
changes described in this survey are remote from 
the concerns of most Europeans. Over the coming 
decade the argument will run between those who 
say that it “makes sense" for more things to be man- 
aged at EC level, and those who resist the tendency 
for decisions to move ever higher and further away 
from ordinary voters. 

The EC's contínuing economic disent 
will work in favour of greater political integration. 
The commission will find more to do in managing 
and policing the síngle market, and in helping to co- 
ordinate the economic policies of national govern- 
ments. This will lead to more demands for the com- 
mission to be run like an efficient business and to 
become more accountable to the European Parlia- 
ment. The world beyond, of America, Japan, East- 
ern Europe and elsewhere, will continue to press the 
EC into establishing a more solid identity as a negoti- 
ating partner. Here EC governments will hold on to 
a greater independence than in economic policy, 
but they will find that they can achieve more by 
agreeing on common policies towards some parts of 
the world. 

Public opinion may resist these ceiling ten- 
dencies. But the growing-together of Europe's econ- 
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Europeans into toleratin 
involvement in, say, training, labour law and public 
health. 

As several East European countries become eli- 
gible for membership, the pressure on the EC to let 
in new members will grow. Sooner or later the EC’s 
politicians will have to devise constitutional forms 
which allow neutral countries to join without 
m others' ambitions to give the Commu- 
nity a role in defence. An idea such as the “Euro- 
pean Security Community", with a membership 
that did not exactly match, could permit the EC 
both to widen its membership and to deepen its 
integration. 

The Community’ s philosophy that all ieribers 
should subscribe to all parts of it has already broken 
down with the abolition of frontier controls: the 
"Schengen five" —France, Germany and the Bene- 
lux countries—have temporarily left the rest be- 
hind. There will be latecomers for EMU as there were 
for the ems. Why not let each country pick its à-la- 
carte Community! 

There would have to be a core, compulsory 
menu covering the basics of the single market and 
economic and foreign policy, or else decision-mak- 
ing would become too complicated. But France, 
Germany and. the Benelux countriés, say, might 
want to merge their education systems. They would 
be free to do so while Britain would be free to main- 
tain its own system. Decisions in these "optional 
communities" would be taken by ministers, MEPs 
and MPs from the relevant countries. The commis- 
sion would be civil service to all communities. 

Hard-line federalists shy away from this idea, for 
a patchwork Europe would probably never become 
a United States of Europe. They dream of the 
American model, with all states subject to a uniform 
system of government and defence. But to pursue 
such homogeneity would mean turning away any 
countries from EFTA and Eastern Europe that cared 
strongly about their neutrality—and would risk 
chasing out those current members which do not 
want to hand over a lot more sovereignty. 

Most Europeans still identify mainly with the 
nation (and in some countries, with their own re- 
gion) Europe's constitution should therefore re- 
spect real differences of national feeling. If the Swiss 
wanted to maintain, inside a greater EC, their tradi- - 
tion of part-time service in the army and freedom 
from military alliances, let them. If a European 


Health Community aimed to introduce the French 


system of compulsory private health insurance, and 
the British remained attached to their system of free 
healthcare, let them stay out. Multiple communities 
could satisfy such national feelings, and they would 
inevitably stop the European state becoming t too 
centralised. 

Many people are not just nationalist, In vary- 
ing degrees they also feel European. But such senti- 
ments are in no way limited to the current; 12-na- 
tion EC. Any European federation that is not to be 
the mere plaything of politicians and bureaucrats 
must correspond to a cultural reality. It is preposter- 
ous to imagine that a united Europe could exclude 
the country of Mozart and Mahler, or the land of 
Kafka and d'Kunders, 
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. 9.5 million potential 
customers right on the 
doorstep and with 2 free ports 
and air freight facilities only 
40 minutes away — 
international markets are 
within easy reach... 


. Commercial property 
and development land at 
competitive prices, with 
grants available for 
construction, refurbishment, 
research and development 
and marketing . 


The Formula , For Success, 








. The advice and expertise 
offered by the local authority 
is second to none — making 
relocation painless . 


. The choice, size and 
style of housing is wide with 
prices well below the national 
average. 


METROPOLITAN 


WIGAN 


Get the facts from Bill Badrock, 
Head of Economic Development, 
Wigan Metropolitan Borough Council, 
PO Box 36, Civic Centre, Millgate, 
Wigan, WN1 1YD, UK. 
Telephone (0942) 4499]. 


Photographed at the award winning Kilhey Court, Wigan. Ideal 1 venue for business lunches, conferences and functions. 


EC RESEARCH 
AND 


DOCUMENTATION SERVICE 


For legislative histories or information on the latest legislative developments in the EC, including 
directives,decisions, regulations, communications and proposals, contact the EC Research Service 


at George Mason University’s Center for European Community Studies 


For information on the Center’s other activities, including courses, seminars and conferences, call 


Telephone: (703) 875-0116 
Fax: (703) 875-0122 


(703) 875-0113 


Center for European Community Studies 


George Mason University 
Suite 450, 4001 North Fairfax Drive 
Arlington, VA 22203 
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APPROACH TO INTEG 
EUROPEAN BUSINES. 
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AT MORGAN GRENFELL, we are veterans of 275 cross-border 
transactions carried out over the last ten vears. We have been 


assisting our clients in shaping and e tending their European 


presence through mergers, acquisitions, disposals, restructuring 


and capital raising. WE HAVE PLAYED KEY roles in implementing 
the European strategy for such companies as United | Biscuits, 
Scottish & Newcastle Breweries, Wereldhave, Poligrafic Editoriale 
and Philipp Holzmann; and we are advisers to Eurotunnel. 
THE UNION OF Morgan Grenfell with Deutsche Bank has createc 
the most powerfu force in European M & A. With over 100 pro- 
fessionals placed throughout Europe, let us help you take advantage 
of this strong and emerging market. Contact NICHOLAS BULL 


or JOHN McLAREN of M & A in London on (44 71) 588 4545. 


WE THINK it could be the most constructive approach to Europe. 








ices, along with video teleconferencing and 
speed facsimile. 
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In the very near future, the banks and other finan- 
cial institutions that are locating in Gibraltar can 
look forward to the advanced communications 
services they need to compete successfully in the 
global economy. 

















The word is spreading. When the world needs 

bolder communications, NYNEX International 

Company has the commitment, experience and 
flair to make them happen. 


Contact a NYNEX office for more information about 
our international artistry, and the impact it can have 
on your business. 
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hical hero turned elder 
sman Nelson Mandela 
ed his visit by making a 
affe and ended it by charm- 
ng the gaffer. He caused _ 
‘much dismay by urging the _ 
. government to hold uncondi- 


|. tional talks with the ra—but 


|. then struck up a remarkable 


VE rapport with Mrs Thatcher, 
- praising her for her grasp of 


s events in South Africa. 


| ; ] Arthur Scargill, the president 


ab of th e National Union of 


Min ineworkers, insisted that 
in investigation into the fi- 

. nancing of its 1984-85 strike. 

: proved that he hadn' t done 

' "anything wrong”. Well, not 


. much—only running an unof- © 


-. ficial secret set of union ac-. 
. counts, seeking financial aid 
from Libya, and arranging per 
sonal loans from overseas. 


. Three months of cabinet 
< wrangling over the best way to 
pre-empt another poll-tax- 


-F crisis ended with victory for 


| Chris Patten, the environ- . 
|. ment secretary. He won Trea- 
| sury backing for an extra £2.5 


|. billion it central-government 


* grants for local councils next 
« year and Mrs Thatcher agreed 
| to shelve plans for new legal 
_| curbs on their spending. 


` ý President Bush arrived in a : 
E don with other NATO leaders | 
> | for a two-day summit to be- 7 


gin hammering out a new 


strategy for the post-cold, war o 


' Ina bid to burnish the tar- 
E nished image of the Depart- 

- ment of Trade and Industry, 
| John Redwood, the minister 
|. for corporate affairs, told City 


(f regulators to crack down on 


-. "fraud, theft and daylight 
" robbery." He issued a list of 

: ways of improving the chances 
| of catching a villain. 


| | The president of the 
- Bundesbank, Karl Otto Póhl, 


` told an audience at the Insti- 


tute of Ecrans Affairs that. 
he expected Britain to become 
-a full member of the exe. 
ane rate mechanism. But 
after talking earlier to Mrs 

. Thatcher he dropped the 


. word "soon" from his pre- 


pared text. 


.| Health and wealth 


— With the health service and - 
community care bill blessed 
with the royal assent, the gov- 
jor announced thatit — 
will send a booklet explaining 
the reforms to every house- 
hold in the country, at a cost 
of £2. 7m. Twelve health-ser- 
. vice units, including Europe's 
— largest teaching hospital, ap- 

plied for the new self- govern- 
ing status. 


The boncwmns binge contin- 
ued. Consumer credit rose 
by £3.9 billion in May, the 
biggest jump for two years. 
The proceeds are still burning 
holes in too many pockets: the 
volume growth of retail sales . 
for May was adjusted up from 
1.296 to 1.496. Treasury men 
turned green at the Prussian 
self-control of East Germany's 
newly-enriched BOP Pats 


Cecil Parkinson, the transport | 


secretary, announced an ur- 
gent investigation into airport 
security after the father of 


After a policeman choked a 
| rottweiler to death in-self-d 
|.. fence, its owner accused hir 


i |: of using: “unnecessary for 


^ It was "a very friendly dog 

i he added; | 
the fittest”, 
; wounded bobby. 


"it was surviva 
retorted the. 


lent council said it will de 
= molish seven blocks on one 


Britain's most miserable à 


. housing estates, Stone 


in North London. They are 


be replaced with family 


~ [-homes—rather like the one 


demolished to build the m 


|| strosities in the first place. 


one of the victims of the . 
" Lockerbie disaster smuggled a 
fake bomb onto a British Air- | 
ways flight to New York. | 


Popular pastimes 


| Eaux no 


|: The trade and industry secre- 
“tary, Nicholas Ridley, ordered: 


Compagnie Générale des 


— Eaux to cut its shareholding 


in Mid-Kent Water from ab- 
most 30% to under 20%. At 


_ the same time he gave South- 


ern Water the go-ahead to. 
take a 25% stake in French- 


|. controlled Mid-Sussex Water, 
| One rule for the English and - 
| another for the. French! EE 


-. The director of BR's Network 


“| South East proposed a user- 
«& 2 


| Hove fell prey to senile 
. delinquents. In two uncon- 
- nected incidents within hours | 


friendly solution to the 


: cellationis o on Y Waterloo c 


"i end: services. Mari n 


of each other, a'wti nkled 80- : M UM 
year-old cheated a younger PEN 


woman of her pension and à 
balding 60-year-old staged a 
stick-up in a building society. 


England flattered itself by. 
reaching the semi-finals of the 
World Cup in footb 

ing Cameroon 33. i then’ | 


|. amazed itself by fully earning a 
1-1 draw with West Germany. 
. Unfortunately, the place in. 


the final was decided by a pen- 
alty shoot-out, which West 


‘Germany won. Griefstricken 


English fans smashed up town. 


centres. 


» Her Majesty’ s "Sttiolie 

fice re-published “The Pulp 
and Paper Products (Restric- 
tion) Bill." The first print ru 
of 1,800 copies contained a 
sical aay the entire con 

- signment was pulped. 
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~ | proposal for the manufacturing of the 2nd Generation of ARABSAT | 
. | Satellites to provide telephony, TV, data communications, regional 
| to buya 
.. The proposal shall be responsive to the RFP Exhibits. The RFP 
. Exhibits are available at ARABSAT Headquarters, Riyadh, Saudi - 
. Arabia fro 990 against an unrefundable amount equal to 
. ten thou: (10000US$). |. 
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ber will not be considered. 








| The dere lation f bri jad 
radio. vn there b 









? ‘HE nation's ai air is about to hum with ra 
dio-activity. Sound broadcasters have 





been busy all week in Glasgow debating the 


idustry's future at the annual Radio Acad- 
UH estival. Next week the. Broadcasting 


ill will go before the House of Lords, giving 


| "Mr David Mellor, the Home Office minister 
responsible for its passage, another chance 
to say that this heralds an even bigger up- 
heaval for radio than for television. As a 
foretaste, the BBC's new sports and educa- 
tion station—Radio 5—will be taking to the 
air on August 27th. 

The proposed changes in the law will 
create new freedoms for radio that seem to 
have taken even the broadcasting fraternity 
by surprise. Only three years ago the BBC's 
national and local stations still dominated 
the market: just two independent radio sta- 
tions—one for music, one for the spoken 
word—could operate in any one region. 

The first powerful catalyst for change 
was a government green paper in. 1987. Its 
prediction of a jump in the number of com- 
mercial radio stations was self-fulfilling, 
goading the Independent Broadcasting Au- 
thority (IBA) into exercising its (until then 

gely unused) power to grant new radio li- 
... nces. The 1BA’s first response was to tell 
franchisees operating on both AM and FM 
wavebands—notably two in London, Capi- 
tal Radio (music) and LBC (talking)—that 
the use of both bands would require them to 
put out different stations on each. Since 
. then the BA has gone on to invite applica- 
tions for new franchises. 

The essence of the next radio revolution 
will be a still wider choice of stations—both 
national and local. Three independent oper- 


'ators will be offered nationwide franchises. 


‘One will be for music and one for the spo- 

ken word; the content of the third has yet to 
be decided. Local franchisees will be left to 
choose what sort of programmes they want 
to beam out. 

The criteria for winning a franchise will 
be different at the two levels. The national 
stations will go to the highest bidders (Vir- 
gin, ITN and Carlton Communications are 

- being heavily tipped). But the small fry will 
. only have to convince the IBA that they can 





| casting promises a new era for commercial 
be — advertising revenues to go around? 


offer an incremental " gervice—some- 
thing different, in other words, from the 
existing fare. Hundreds of applications 
are expected for small community- and 
ethnic-station franchises. 


Big brother is listening to you 

The watchdog over the new stations will 
be the Radio Authority, an off-shoot of 
the existing IBA. Its chairman, Lord 
Chalfont, a former Labour minister 
who has since moved far to the right, an- 
nounced this week that a national net- 


work of listeners, reporting to the au- = AN 


thority, will monitor the performance of 
local stations. They can expect a busy 
time: the authority aims to award 30 — 
new licences a year over the next five 
years. Already the number of commer- 
cial radio stations is set to rise to more 
than 100 by the end of 1990, compared 
with 49 at the end of 1988. 

The initial impact of the revolution 
has already been felt in London. About 
9096 of its population listen to commer- 
cial radio at some point in the week 
(compared with a national average of 
5096), and pirate stations have been 
popping up for much of the 1980s. Jazz- 
FM, catering for the Louis and Ella 
freaks, is one of several new (legal) sta- 
tions that have been set up alongside 
the spin-offs floated by Capital and LBC. 
The new legislation is even going to 
make an honest business of some of the 
pirates: Kiss 100, a dance-music pirate 
station, has applied for a licence. 

Some surprising names lie behind 
the new companies. Kiss has been ac- 
quired by a consortium including Vir- 
gin and Emap, a publishing company. 
Melody, an "easy listening" station be- 
ing launched on July 9th and aimed at 
Radio 2 listeners, belongs to that fam- 
ously easy-going corporate smoocher, 
Hanson. 

Even assuming no regulatory prob- 
lems for these newcomers; can the na- 
scent market provide them all with a liv- 
ing? The economics of a radio business 
is relatively simple: operating expenses 



















ave to come out of advertising rev- 
ues, with some profit left over. 
ptimistic entrepreneurs can look 
apital Radio, which had a turn- 
rer of £18m in the six months to 

. March and earned a pre-tax 
fit of £7m. 

Optimism could easily turn 105 
pair. Mr John Bradford, manag- - 
director of Jazz FM, reckons that 

















are about £2m, with annual ex- | 
es of £1.5m. Soke i sta- 
S, which ne need 1 








tech "equipment, highly — 
; ters and pane offices are not de 












six-stone weakling in in ek advertising beri. 
lt iptures a paltry 
sritain’s annual: spending on advertising — 
ores with, hs Sains in | France. Boch 


[p y stalled in both houses of Parlia- 
D ment, "public access" campaigners should 
| be looking for new conquests. Out of 
. bounds to photographers, let alone cam- 
eramen, since 1925, Britain's law courts 
| are the logical choice. Two Conservative 
| MPs, barristers Mr Michael Irvine and Mr 
a Kenneth Hind, tried unsuccessfully in 
| May to push through an amendment to 
the Broadcasting bill to allow television 
coverage of trials. Next week, when the 
bill comes before the House of Lords, they 


* 


nembers of the upper house to push the 
pico aedis on i their behalf. 


















E I year it recom- 


'ourt cases, after a working party had con- 
luded that the advantages outweighed 
he disadvantages. Three senior lawyers 
pent. a year watching court TV in the 
nandful of countries, most notably Amer- 
but also France and some- others, 





oing to eder House. of waves 











































"television cameras firmly in- 


vill be trying to persuade sympathetic i 


inended the oe televising of 


ich allow it already. A beady eye was 
cast over what television e was 


better. (London, with a 
population of 9m, has a 
radio-advertising market 
of about £50m. Look at 
Sydney, says LBC's Mr 
Brian Maclaurin: the ad- 
vertising market is £50m 
for only 3m people.) 





Picking off tiny targets 

Hope comes in two flavours. More 
people might start to listen—the fig- 
ure of 50% that tune in today con- 


vision. And advertisers might be 
attracted by the well-defined nature 
of most of the audiences. Jazz FM, for in- 
stance, lures mainly 24-45-year-old men 
from the AB category—a more precise defini- 
tion of the target audience than the cheeki- 
est TV media-space salesman could aspire to. 

Other factors will work in radio’s fa- 
vour. Television advertising costs go on spi- 
ralling. The average TV commercial costs 
four times the radio equivalent for the same 
size of audience. London's Capital FM and 
its sister Capital Gold together command 


dicial system might well grow if trials were 
televised. Arguably, courtroom footage 
could provide some counterweight to the 
increasing use of television “faction” doc- 
umentaries, some of which have recently 
raised serious questions over unfair 
imprisonment. - 

The Bar Council's conclusions relied 
heavily on what has happened in Amer- 
ica, where the televising of courts is exten- 
sive and generally successful. As many as 
45 states now allow cameras into at least 
some of their courts—and none have has 
second thoughts, in public at least. A 
common pattern has emerged: most of 
those judges and lawyers who start out op- 
posed to televising soon change their 
minds when they see what it entails. 

Britain has plenty of lawyers who do 
not share the Bar Council's optimism. 
Lord Denning, the 91-year-old former 
Master of the Rolls, summed up the old- 
guard view in April 1988. Television cam- 
eras would encourage ambitious lawyers 
to play to the gallery, he said. The Bar 
Council disagrees; no. barrister, it says, 
would appear often enough to become a 
television personality. (Besides, many bar- 
risters do not need television cameras to 
turn them into thespians.) 

The Bar working party has recom- 
mended copying the closely-controlled 
system used in. New York. Broadcasters 
must apply to cover a trial, and the judge 


Mem 


the potential to do a lot - 


trasts with 80% for commercial tele- - 










pea 
£1 800 ind £150 iple | 
- Deregulation invariably produces win — 
ners and losers; the radio market will dem- _ 
onstrate this anew. Miss Bronwen Maddox, © 


. media analyst at Kleinwort Benson, a mer- 


chant bank, thinks independent. local radio 
will be squeezed hard by national channels 
on the one hand and tiny community chan- 
nels on the other. Mr Brendan Harris, who 
runs an advertising agency specialising in ra- 
dio commercials, agrees: he reckons that 
Capital could lose a quarter to a third ofi its 
listeners. 

What effect will the baby pies N 
have on Auntie Beeb? Two bits of the BBc 
seem seriously threatened by the new era. 
Radio 1, the pop channel, is going to find 
itself battling hard for ratings. Even more of 
a challenge looms for BBC's local radio sta- 
tions. They have done well out of providin- 
local transport, traffic and news inform: 
tion. But will they be able to compete 
against commercial stations offering the 
same fare and telling the listener where to 
shop as well? 











can exclude the cameras at any point in 
the interests of justice. Juries cannot be 
filmed, nor can protected witnesses. Shots 
of a judge's reaction to evidence are 
banned. Child-abuse and rape trials are 
never covered. 

The television industry is predictably 
enthusiastic about court-filming. Ready- 
made mini-series, after all, do not come | 
much cheaper. than a lengthy crime trial. 
The real thing would also be far less costly 
than any reconstruction. Broadcasters say 
they would cover all levels of court pro- 
ceedings. Most. of the: output would be 
edited reports, save for occasional live 
Sapa of big stories. But cont viewers | 

have coped with Wimbledon, the World 
Cup and the Guinness trial as well? pu 














Private education l 


Susie’s search 








Competition for privatscchool places is getting hotter every year. Soarin: 


demand is only part of the ex 


lanation: get 


a new school off the groun 


stili appears to equae s asma E SR EE miracle 






pP» I at the wr 
-to the state school dowr 











 private-sector options. But when her par- 
ents begin to shop around for a place 
for Susie, it is not just the fees that 
dismay them. They are caught up in a 
stampede of other like-minded cou- 
ples, all. desperate for one of a tiny 
number of available places. - 

This family drama, playing in cit- 
sex allc over the country for a decade or 

re, should have been the cue for a 
big increase in the number of private _ 
schools. But the boom has not hap- 
pened. There are now about 2,300 of 
them in Britain, only 50 or so more - 
than ten years ago. 

The new demand has been most 
conspicuous in three areas. First, 
more girls are being sent to private 
schools. According to the indepen- 
dent schools information service 
(ists), girls now account for 4596 of 
private-school pupils, up from 3796 in 
1974. Second, children are going to private 
schools younger. Last year the fastest growth 
rates for private-school pupils were among 
“those aged 3-4 (an increase of 6.6%). And 
. third, the social background of children at 
private schools is widening. A MORI poll 
conducted for isis showed that private 
schools are not playgrounds for the rich: in 
1989 two-fifths of parents who sent their 





‘dren to private schools were themselves. 


. gated in the state sector, and 37%. were 
from social classes C1 or below. 

The simplest way to meet the extra de- 
mand would be for existing schools to ex- 
pand. But a chief attraction of private 
schools is their smallness—compact classes 
and a cosy atmosphere are exactly what par- 
ents pay thousands of pounds for. So exist- 
ing private schools prefer to cope with de- 
mand by rationing places—through harder 
: exams arid longer waiting lists. 

The signals to the market could hardly 
be clearer. And there is no shortage of ready 
staff: figures from isis show that 2,236 teach- 
ers moved between the state and private sec- 
tors in 1989-—with 74% of the transfers fa- 
- youring private schools. It should surely be 
one of the great growth businesses in Brit- 
ain. Yet last year the number of private 
schools rose by only 16 across the country. 

So what is going wrong? 
^ The short answer is money. Most of 
. those who start, or try to start, new schools 






E arnie her po 
| oad. Friends ~ 
-and neighbours talk incessantly of the local 


are teachers, not businessmen; few have any 


familiarity with the world of finance. A few 


are lucky enough to find some obliging pri- 


vate backers, willing to support a small local 
E schiool rather than some more. prestigious 





Wish there were more 


project like, say, an Oxbridge college library. 
But most prospective school-heads in search 


. of cash must stand in the bank-queue, like 


everyone else. 

Schools, though, are not factories. They 
are not run just to make a private profit, and 
they do not offer banks the same straightfor- 


` ward kind of collateral. What banker wants 


to have to foreclose on a school? So finding 
a friendly banker is hard enough; finding 


one prepared to loan you enough to buy a 


property in the south-east is an awesome 
task—even if you can contemplate servicing 
the loan at current interest rates. 

A third option is to raise money by of- 
fering shares in a public limited company. 


This is what Mrs Andrea Greystoke did 


when she started Abercorn Place School, a - 


junior school in north London, in 1987, us- 
ing a bank loan and an equity issue through 
the Business Expansion Scheme. As a for- 
mer City investment analyst she was better 


placed than most to know how to raise 


money in the market. But even her share is- 
sue, through Chancery Security, a small in- 
vestment bank, reached minimum subscrip- 
tion (at £1 a share) only after the offer had 
been restructured and issued a second time. 
Not too many share-buyers, it seems, were 
fighting for a stake, even though 3,500 
shares (now worth about £5,600) would 
have given their child priority in entrance to 
the school. 





End of the. 


-cashed in on the property boom of th 
- 1980s. Now it is going to have to learn | 










































Suppose, however, that ae goes: wW 
the money side. Armed with a fat ch 
book, a queue of eager parents and a 
of keen teachers, you set merrily off to op 
your private school. The only thing left: 
find a suitable building, and that should: 
no problem: there are plenty of reside: 
properties sitting idly on the market; 
ticularly in the south-east, that would 
ideal junior schools. The snag is that m 
local authorities do not agree. . = 

If a local council wants reasons to re 
planning permission, out of whatever pol 
cal motivation, they are not hard to find 

many inner-city areas councils b: 
need to keep up their local ho 
stock; and private junior schools 
notorious for causing 3.30pm traffi 
jams. Even where a council can 
find an acceptable pretext for bloc 
ing a new private school indefinite 
it can always ensure that the planning 
application gets tied up in plenty ol 
red tape. 
London's Hammersmith and Ful 
ham council says it treats every plan 
ning application on its individual. 
merits, and makes no distinction be. 
tween private and state schools. But 
several would-be headteachers who 
have tried to start schools in the bor: 
.ough have found their applications - 
blocked, and have had to move over. 
the river to Tory-run Wandsworth. 
Nor do Tory councils guarantee án 
easy go-ahead: Abercorn Place School 
waited a year before getting permission from 
Westminster council to convert a residential 


building i in leafy St John’ s Wood. 





Property income 


bonanza 


N JULY 4th British Rail annou 

first operating loss for five years 
third-highest profit on record. The los: 
£26m, was turned into a surplus of 
(after government subsidies) mainly by 
its from property sales. Like other o 
tions with big property portfolios, 





with a property slump. m 

Tt is not alone. Many public sector 
nisations have come to rely on rising p 
erty prices to boost their revenues ant 
pay for urgently needed capital proj 
most will be having second thoughts. - 
Nationwide Anglia building society has 
reported the biggest annual house-price 
since 1954. With some reports that. uj 
one-fifth of City of London office 


could soon be empty, commercial pro 













ms of a severe. slump could include 
some surprises. 

¿= Health authorities, for example. 
The health service has long been un- 
der pressure to rationalise its prop- 
erty holdings. Now that health au- 
thorities are starting to sell more 

expensive sites to finance new build- 

ing on cheaper ones, they may find 

themselves caught out. 

Since hospitals are usually in ar- 
eas suitable for residential property, 
which slumped before commercial, 
they are already feeling the effects. 
he squeeze is exacerbated by rising 
struction costs. Some authorities 
he south-east have virtually frozen 
new building projects, started in 
anticipation of future sales at other 


s. 
The Church of England is an- 


"other potential victim. It relies 































































mercial, which last year yielded £59m. 
long with other investment income, that 
ays for virtually. all vicars’. pensions, for 
ousing assistance and for 40% of vicars’ sti- 
pends. Pensions are guaranteed, so if the 


have to find: more for stipends from local 
_ sources, or cut vicars’ pay—or cut the num- 


- Poll-tax pax 


T WAS a funny kind of victory. The 
cabinet deal won by Mr Chris Patten, 
the environment secretary, for extra 
spending of up to £3.5 billion on easing 
the impact of the poll tax will still mean 
higher bills next spring. If the government 
presses ahead with its plans to transfer 
responsibility for community care to local 
councils, the deal suggests that average 
poll-tax bills will rise by at least £60, to 
around £430 a year. 
A. hefty chunk of the new money, 
probably around £1 billion, will go to 
^transitional -relief—the system which 
cushions the poll tax where the change 
from rates was particularly sharp. This af- 
fects places which had low rateable values, 
many of them marginal seats in the north 
of England. So it will go some = to de- 
_ fittering anxious Tory MPs. 
But only some way: the most signif. 
cant aspect of the bargain struck between 
Mr Patten, his cabinet allies and the prime 
minister, is that a battery of radical ri- 
postes to the poll-tax crisis has been ruled 
-out—so far, at least. Some were down- 
ri va t one point, Mrs Thatcher 
d making the rich pay two 

















It used to be: a vicarage | 
heavily on property income to pay its vicars. - 


The Church Commissioners own £1.4 bil - 
lion-worth of property, two-thirds of it com- | 


mmission's income falls, each diocese will - 



























ber of vicars. (Since vicars hic a minimum 
wage, at £10,500 a year, which is only £800- 
-below their present average pay, there might 


even be some voluntary retirements.) - 
Above all, there is the predicament that 


could face British Rail (BR). It has used the. 
sale and leasing: of property to underpin ris- 


ing investment in new trains and track im- 
provements during a period of falling gov- 


ernment subsidies. In 1989-90 it made 


£319m on freehold sales and lease premi- 


poll taxes each. 

Banding the tax to reflect - 
people's ability to pay, a 
favourite with the pro- 
Heseltine Tories, was never a 
starter in a Thatcher-led gov- 
ernment. She toyed instead. 
with imposing drastic cap- 
ping on large-spending au- 
thorities. But the whole point 
of the poll tax was to make lo- 
cal councils pay a penalty for extrava- 
gance: intervention by Whitehall on a 
wide scale would have made the entire 
poll-tax adventure pointless. There will, 
no doubt, be capping next year—but 
based on already-existing powers. 

Other root-and-branch changes to the 
system may yet return if the Tories win the 
next election. Forcing local authorities 
who spend more than a certain amount 
over their previous budget to hold a ref- 
erendum was discussed by the cabinet 
committee. Some ministers want this 
Wheeze to be aired in the manifesto. 

- Those who wanted a takeover of large 
areas of council spending by Whitehall 
lost this time, because of the impact on 








"hat accounted. fot neatly 5096 
of all capital spending. 
. Those healthy revenues bave 
sprung from two new-ish BR policies. 
The first has involved selling off its 
(extensive) surplus land, egged on by 
the Department of the Environment. 
Since 1984 BR has sold 60% of its 
18,000 surplus acres, much of it suit- 
- able for new housing. But the slump 
. in the residential market has meant 
that BR sold 3096 less surplus land 
than planned in 1989-90; receipts fell 
from £112m to below £100m. - 
Total income from property sales 
nevertheless continued to rise in the 
year to April, due to a still resilient 
commercial-property market. British 
Rail is making pots of money from the 
second of its innovations in the 
1980s, the redevelopment of stations. 
The most spectacular examples he 
| been in London, at Liverpool Str 
and Charing Cross; but the same thing is 
happening, on a smaller scale, in the prov- 
inces, where BR it is bringing on stream 
about 40 schemes a year. Development sales 
rose from £151m in 1988 to over £200m in 
1989. Now that market, too, is starting to 
turn sour. The next big development, King's 
Cross, is looking decidedly wobbly. And de- 
velopers have quietly pulled out of over a 
dozen provincial schemes. 








income tax. But this idea, too, may have 
its day, as part of a wide restructuring of 
local government which is 
still a glint in Mrs Thatcher's 
eye. The role of local educa- 
tion authorities is already un- 
der a two-pronged attack 
from local management for | 
- schools (LMs) and opting-out 
Cabinet ministers believe 
that, in five years’ time, the 
case for killing off the with- 
ered ‘education authorities 
might look compelling. The 
councils’ housing role has already been 
heavily undermined by years of council- 
house sales, and by the latest measures for 
commercially-run estates. 

Sans teeth, sans education, sans hous- 
ing: where would that leave local govern- 
ment? As a much more modest one-tier 
operation, concentrating its attention 
drawing up local plans and awarding con- 
tracts. for refuse-collection? That view is 
becoming steadily more popular among 
senior ministers. The inevitable row when 
Mr Patten unveils his full package later 
this month, to howls of protest from local 
authority leaders who say spending needs 
to rise by at least £5 billion to avoid pain- 
ful cuts will only confirm their prejudice. 
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| The echoes of Empire 


YT HAS been a richly humorous specta- 
: K cle, this scramble of western politicians 
| to meet Mr Nelson. Mandela and be pho- 


‘arly English mon- 


















atchs were mobbe 
: ubjects who belii 
-cure "the king’s ev 
-]- rightists and in-bet 
|. ceptions, hoping tha 
' this African hero- 
the politician's evi 


"m 


yw. grey leftists, 


$ hobble to re- 


e will cure them of 


ii—chronic dullness. 


This spectacle 3 ‘was funny enough in | 


| France, the United States and Ireland. It 


has been hilarious i in London. Here, the 











"the IRA, Mr Mandela met British 
MPs who explained to him: 'we never ne- 
-gotiate with terrorists". The next morn- 


Mrs Margaret Thatcher—yes, the same 


the African National Congress as “a typi- 
cal terrorist organisation". 

If Mr Mandela repressed a smile at 
that, he must have grimaced while being 
féted around. Westminster. Even now, it 


pomp of the Imperial Parliament of 1909 


- bate, in the dog-days of a torrid political 
summer, shows that MPs then knew full 


providing for South African blacks. . 
Arthur Balfour, the Tory opposition 


 aweary one"), said blandly that he did not 


.. native population whom we are now en- 
 trusting to their charge”. 

This did not worry him unduly. The 
blacks, he said, were "incapable of rising 
to the full heights that we might 
' desire... you cannot give them equal 
: rights without threatening the whole fab- 
ric of your civilisation". Balfour cheerfully 
. mocked the American constitution on the 
subject: "I do not believe that any man 
can approach this question wisely who 
~ really thinks that all men are equal in that 


idea of having in South Africa one Euro- 


"Darkness hangs over that problem" , 
Asquith, the Liberal prime minister, 
whose statue still faces Balfour's in the 
members’ lobby at the Commons, was 


wishy-washier, but sillier: ' 1 am n sanguine 


ECONOMIST JULY 71990 . 





ed by. their serofúlous 
royal touch would _ 
| J warned that excluding all "kaffrs" from 


| . ing, Mr Mandela was being welcomed by — 


. one who in October 1987 had denounced ~ 


retains faded echoes of the self-confident: 
which voted through a racist constitution. 
| for South Africa. That long-forgotten de- 


well what kind of future they might be 


. leader, after commenting on the poor ate 
. tendance (' This House is a thin one, and. 


doubt that the all-white South African - 
| parliament "may ert in the direction of il- 
liberality towards that great mass of the — 


sense". Among MPs, "all agreed with the | 


pean race dominating”. As for the future: 


to white opinion". |. 
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enough to believe...that as time goes 
on, the (South African) Union parliament 


may see its way, by its own gracious and 
_ spontaneous act, proceeding of its own. 
-free will, to remove this (colour) bar". 


Even Labour' s first MP, Keir Hardie, who 


the political process would reduce them to 


j ironies are | particularly peppery.On Tues) — 
ay July 3rd, in the wake of his comments - 





It used to be a vicarage 


“a landless proletariat” was quick to stress. 


that "none of us here are pressing that na- 
tives should get the franchise". 

Perhaps it seems unfair to recall a 
musty debate among long-dead imperial 
statesmen. But its dim echo was part of 
the backdrop to Mr Mandela's mission to 


Mrs Thatcher. During their cordial three- 


hour chat, neither sanctions nor the mo- 
rality of political violence appear to have 
taken up much time. The real issue is the 
residual influence of Britain, as the old im- 
perial power, over the descendants of the 


whites to whom it gave power in 1909. 


Freedom lady? 

To a great extent, that influence is Mrs 
Thatcher's influence. Her battle against 
sanctions in the dark days of 1984-86 
made her the most prominent defender of 
South Africa and gave her a unique influ- 
ence among its: whites. The influence of 
her husband Denis (no instinctive chum 
of black nationalism) has been blamed for 
her defence of the Pretoria regime. In fact, 

she is no racist. Even Mr Donald Ander- 
son, a:Labour foreign-affairs spokesman, 
admits: "For good or ill, she has a hot-line 


. charm her, what did Mrs Thatcher wan 


with the Gorbachev revolution. But Brit 
 : ish trade with South Africa remains suk 
. stantial. British exports there were wort 


Africa. 


long history of denouncing foreign. 


that South African blacks "are far mot 


. ers in their land . . 




































































According to people close to | 
Mandela, the real prize for the ANC is tha 
Mrs Thatcher might use her influence, a 
a critical moment, to reassure whites. De 
spite Foreign Office advice against a 
early trip, which officials believe couk 
spark serious demonstrations, sh 
visit South Africa to tell worried 
that such-and-such a constitution. 
best they could hope for. At the least 
might stop some defecting to the extrer 
right parties in South África. 

If that was why Mr Mandela wanted 





from him? The strategic, anti-Soviet i 
peratives that once underpinned wester 
policies towards South Africa have fade 


over £1 billion in 1989; imports from 
South Africa, £885m. So far this year ex- 
ports are up 12% and imports are up. 2196 
(swollen by increased trade in platinum). 
British investments there could be worth: 
anywhere between £5 billion and £10 bil- 
lion; Mrs Thatcher has every reason to 
talk now in the hope of keeping open 
business links with a black-run South 


There is another big British interest. 
According to recent evidence by the for- 
eign secretary, Mr Douglas Hurd, to the | 
foreign fain select committee of MPs, | 
some 350,000 whites living in South Af 
rica are British nationals and a further | 


::150,000 may have a right of abode in Brite 4 


ain. If a bloody revolution ensued, Britain 
could face an influx not much smaller 
than the migration of 1.38m pieds noirs to 
France in 1961-62, after the Algerian wa 
Mr Alastair Horne's account of it, 
Savage War of Peace", is popular readi 
in Johannesburg. | 

So Mr Mandela's visit to London: 
not just more hand-pumping propaga 
He may need Mrs Thatcher. She 1 
need him. British leaders, periodi 
challenged by post-imperial crises, h 


cals as terrorists, then embracing the i 
fellow-statesmen. | 

Perhaps the final word should go: 
P. Byles, long-dead backbencher. A lon 
voice in that 1909 debate, he decla 


like us than unlike us, and we are intr 
. a widening and 
gerous gulf is being fixed between blac 
and white. Some day they will hear the ca 
of their blood." Remember Byles: wisdom 
can reside as much among the humb 
foot-soldiers of politics as among the far 
ous faces, grinning and shaking hand f 
the cameras. 
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All of these securities having been sold, 
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Each Note will be convertible at the option of the Holder at any time on or prior to maturity, unless previously 
Eb redeemed or otherwise purchased, into common Stock, par value $0.60 per share, of the Company (the “Common 
at the Conversion Rate of 4.613 shares per Note. The Conversion Rate wil a be adjusted 
for accrued Original Issue Discount but will be subject to adjustment upon the occurrence of 
certain events affecting the Common Stock of the Company. Upon conversion, the Holder 
will not recerve any cash payment representing accrued Original Issue Discount; such 

accrued Original Issue Discount will be deemed paid by the Common Stock received 
on conversion. The foregoing is subject to the Company: s right to pay cash 
— equal to the value of the bie of Common Stock into which Notes 


are convertible in leu of delivering such shares of Common Stock. 


Notes will be purchased by the Company at the option of the Holder on June 14, 1905, June 14, 2000 and June 14, 
2005 at Purchase Prices equal to the Issue Price plus accrued Original Issue Discount to the Purchase Date. 
The Company, at its option, may elect to pay such Purchase Price in cash, shares 9) C Common Stock 
or Subordinated Repayment Notes of the Company, or in certain combinations thereof. 
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$$ THIS WEEK 


Aerolineas Argentinas, the 
soon-to-be-privatised Argen- 


o£ 


ine national airline, found 


UE ‘itself in the lurch again. 


Alitalia and KLM, the Italian 
~and Dutch national carriers, 
_ pulled out of the Argentine 
- government's tender for the | 
“sale of 85% of the company 
1 on July 6th. American Air- — 
lines, another potential buyer, 


à |. withdrew last month. 


dnd West u— E 


1ieved currency union, . 

| and the D-mark became East 
_| Germany's legal tender. Bor- 
| der checks disappeared at the 


| same time. West Germany's 


| first DM6 billion unity bond, 


to help pay for reconstruction, 


was placed mainly with domes- 


tic investors. 


Sir Leon Brittan, the EC com- 
petition commissioner, wrote 
-to the East German govern- 
“ment to complain about the 
“number of takeovers by 
West German companies of 
“their East German counter- 
: parts. However, until German 
|. political union takes place 


| East Germany remains outside — 


L. EC jurisdiction. 


. group of 24 industrial coun . 


- tries jawed about aid to East- 


| ern Europe. Frans Andries- 
^|: sen, the EC's externalaffairs 

_ | commissioner, wants the 

.|: group to stump up another 10 — 
< |: billion ecus ($12 billion) on its 
^[-own behalf. Britain and Amer- 


: : ica would prefer any aid to be 
|| administered through the In- 
| ‘ternational Monetary Fund. 


5 Competitive spirit 


Restrictions on cross-border 
investment by European 
|. pension funds must be re- 


E . moved, said Sir Leon Brittan, 


| the Ec’s ever-active compe- 
_ tition commissioner. Barriers 


 contraveni an EC directive on. 


i ‘Claudio Aranzadi, the Span- 


ish industry minister, seemed 


| to have persuaded West Ger- 
man regulators to allow the 


Ptas 36 billion ($350m) acqui- 


sition of Enasa, a state-owned |. 
Spanish truck-maker, by MAN. 


and Daimler-Benz, two Ger- 
man industrial conglomerates. 


The West German Cartel Of- 


| fice opposed the deal —MAN 
< and Daimler-Benz control. - 
. 80% of the German truck 
. market between them. 


Goodbyes 


Perrier's sales of its famous 
fizzy water are down 6096 after 


. its contamination scare earlier 


thís year. Gustave Leven, a 


| 76-year-old who built up the 


firm after he became chairman 
in 1946, has resigned in fa- 
vour of Jacques Vincent, the. 


former vice-chairman. 


Shareholders of Mondadori, 
Italy’s largest publisher, voted ud 
Silvio Berlusconi, the media 
A mogul who owns the Ac Milan 
football team, out of his job as 


chairman of the group. Con- 
trol of Mondadori is now 
likely to go to Carlo De 


. Benedetti, the Italian com- 


puter magnate who has been 


|. Mr Berlusconi's rival ir: a 
` long-running battle for the 
À firm., i 


Good buys? 


. Ratners, a British jewellery re- 


tailer, has a made a $412m 
agreed bid for Kay Jewelers, a 
loss-making chain of nearly 
500 American jewellery stores. 
The deal will be the firm's sev- 
enth purchase of an American 
chain in three years. 


A slow year for American 
takeovers gathered momen- 
tum when Forstmann Little, a 
leveraged-buy-out firm, made 
a $1.42 billion offer for Gen- 
eral Instrument, a cable-Tv 
equipment manufacturer. 
More bids are expected before 
the offer closes in August. 


AT&T, the world’s biggest 


telecoms company, agreed to 


pay Western Union, a hard-up - 


American communications 
company, $180m for its fax, 


telex, electronic mail and data | 
transmission businesses. The 


purchase bumps up AT&T's 
share of the American elec- 
tronic-messaging market. - 


America’s Northwest Air- 


lines approached trade unions | 
dh lion bid fot M MGM/UA; a afl 


at Eastern Air Lines to try to 
clear the way to a bid for the 
troubled carrier. 


Cash needed — 


Jan Timmer, the president of 
. Philips, Holland's flagship 


electronics company, forecast 
a 2 billion guilder ($1.1 bil- 
lion) loss for the group this 
year. The firm is to shed 
10,000 of its 200,000 Euro- 


-pean employees, and pull out 
~ of joint research projects. 


Chrysler, America’s third- 


largest carmaker, offered 


providing that they stick with 
the ailing company until Jan 
ary 1991. Chrysler hopes th 
shares will make up for miss 
profit-related bonuses. — 


GEC, a British electronics - 
group, announced pre-tax 


on sales of £8. 79 billion for 
the year to March. 3lst, 9. 4 


pont. eoi deret transport 
and the telephone company P 
closed for 48 hours when . | 
workers went on a general. 
strike in protest at the new 
government's economic re- 
forms. The General Confed 
ation of Greek Workers said 
participation reached 7096, ` 
the Federation of Greek In- | 
dustries put the figure at 5%. 


America's Commerce Depart- 
ment released figures confirm- 
ing America’s position as the 
world's biggest net debtor... 
Net external debt rose by 25 
last year to $664 billion. 


In the courts 


^ Time Warner, America’s s 
: lye media | group, file d 


studio. 


A New York jury acquitted 
Imelda Marcos, widow of 
Ferdinand Marcos, of charges 
of racketeering and fraud. Th 
Philippine stockmarket fell: 

| 2% on the news. 
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Asia's profitable skies 


BANGKOK 


After years of proron ing. beautiful stewardesses and gracious service, Asian 


airlines are spending bi 


N A book to be published later this year, 

Mr Simon Winchester, a British journal- 

looks at what he calls “the icons” of the 

ung Pacific century. They include the 
yen, Confucius, the overseas Chinese and 
the Boeing 747-400. The aircraft is included 
not because it happens to be made in Seattle 
on America’s Pacific coast, but because it 
will play a big role in shrinking the vast dis- 
tances of the Asia-Pacific region. By doing 
that, the aircraft could also alter funda- 
mentally the way airlines compete in the 
world’s fastest-growing market for air travel. 

Asia’s biggest airlines hope the new jet 
will help them get the dragon's share of the 
Asian market's growth. Domination in Asia 
could give them the muscle to force their 
way past government barriers. It could also 
buy a ticket into the cross-border alliances 
now being established in the cartel-ridden 
and still heavily regulated international air- 
travel markets of Europe and America. 

The 747-400 is the fourth generation of 
the 25-year-old jumbo jet. Its only distin- 
guishing marks are small “winglets” rising 
up from the wing-tips, which help to reduce 
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ions on the latest long-haul jets in a bid to become 
mega-carriers by the end of the 1990s 


drag and so increase what matters most to 
airlines—the 747-400's range. Carrying its 
maximum 216,850 litres of fuel and a nor- 
mal load of passengers, the aircraft can 
cover 8,470 miles. On July Ist Cathay Pa- 
cific used a 747-400 to launch a direct service 
from Hongkong to Los Angeles, the longest 
non-stop route ever flown by a scheduled 
commercial airliner. The return leg from 
Los Angeles to Hongkong, which has to fly 
into prevailing winds, takes over 16 hours. 
The amount spent by Asian airlines on 
747-400 aircraft over the next nine years could 
total more than $30 billion. Out of 312 firm 
orders Boeing has so far accepted, Asian air- 
lines account for 192. Japanese airlines have 
the most. Japan Airlines (JAL) has made firm 
orders for 40 aircraft at a price of around 
$125m each, taken options on 34 others 
and, it says, may well buy even more. All 
Nippon Airways, much smaller than JAL in 
international business, has ordered 26. Even 
the Japanese government, anxious to do its 
bit to cut the trade surplus with America, 
has ordered two. Not to be outdone, Korean 
Airlines has ordered 32 of the 747-400s and 


‘ber. The extra flights will have to be shared 


z| 


Singapore Airlines has orders and options 
for 50 of the aircraft. 

Boeing cannot make 747400s fast 
enough; its order book is full until the end 
of the century. This will place non-Asian air- 
lines at a double disadvantage. First, they 
have to persuade Asians—who make up a 
growing proportion of the passengers—to 
use their services rather than those of the 
domestic carrier. That is not an easy task in 
a region where nationalism means that most 
travellers prefer the local flag-carrier. Sec- 
ond, even if their marketing works well, 
non-Asian airlines may lack fleets that are 
modern enough to compete. 

One example is American Airlines, 
America's biggest and most efficient carrier. 
Mr Robert Crandall, its forceful chairman, 
is determined to turn American into a 
global airline. But its aging fleet has only two 
747s. American has been forced to do a deal 
with Cathay on the new Hongkong-Los Ane — 
geles route, which allows American to mar- 
ket the flight as one of its own even though ` 
the aircraft flies under Cathay colours. Not ' 
the best way to build brand loyalty. 4 

The American deal may be a harbinger — 
of future deals, in which Asian airlines use | 

^ 
4| 
" 





their up-to-date fleets and access to the ex- 
panding Asian market to negotiate a foot in 
the door elsewhere. American's lead in the 
United States is based on its Sabre com- 
puter reservation-system, which in some 
years makes more money than the compa- 
ny's airline operations. Any Asian airline 
keen to penetrate the North American mar- 
ket—still the world's biggest by far— needs 
to get on to American's reservation system. 
Asian airlines are also likely to use their new 
aircraft and their clout in Asia to pry their - 
way into the fortress-like hubs which have 
allowed a few carriers to dominate the 
North American market since domestic air — 
travel there was deregulated in 1978. 

In Europe and Asia the old-fashioned 
sort of barrier—government regulation—is 
still the norm. Most international routes are 
covered by bilateral agreements which fix 
capacities, frequencies and fares. On the 
route between Britain and Japan, for in- 
stance, months of negotiation have been 
needed for British and Japanese carriers to 
win the go-ahead to add extra weekly flights 
between London and Tokyo from Novem- 

























out equally between two British carriers, 
British Airways and Virgin Atlantic, and 
two Japanese ones, JAL and ANA. 

Airlines are doing their bit to reinforce 
these cosy cartels by carving up the skies 
through global alliances. But lately partner- 
ships between European and American air- 
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lines are being extended to include 
Asian partners. Cathay Pacific is 
teaming up with Lufthansa and 
American. A pact formed by Singa- 
pore Airlines, Swissair and America's 
Delta has led to the three carriers dis- 
cussing flying under a joint name. JAL 
says it is also discussing strategic part- 
nerships. One with British Airways 
and United, which are already linked, 
has been suggested in the past. 

Many of these partnerships 
would probably have been mooted in 
any case simply because, with the 
honourable exception of Cathay Pa- 
cific, most Asian airlines are govern- 
ment-owned or enjoy government 
support and so would have to be 
given a share of traffic into their 
country. But the 747-4005, and the formidable 
long-haul competition which they will pro- 
vide on Asian routes, give Asian airlines an 
invaluable bargaining chip. 

So does the Asian market's rapid 
growth. According to estimates by the Inter- 
national Civil Aviation Organisation, inter- 
national passenger traffic within the region 
will grow by 1012% a year until after the end 
of the century, more than double the rate in 
the rest of the world. That means Asia-Pacif- 
ic's share of world international passenger 
traffic will increase from 28% last year to 


3996 by 2000. 


1989 


Revenues Net profit 
$m 


Fleet — $m 


118,249 — 500 





These projections may turn out to be 
optimistic, but only slightly. Cathay Pacific's 
performance last year showed how robust 
demand for air travel is in the region: the 
June 4th massacre in Tiananmen Square 
dented Cathay's load-factors only for a cou- 
ple of months, even though the airline oper- 
ates the main hub for international flights to 
and from China. Cathay's net income for 
the year rose 1896 to HK$3.3 billion 
($429m) in 1989. 

Asian airlines are convinced that the 
key to success over long-haul routes will in- 
creasingly be the ability to offer non-stop 





An infrared pollution solution 


CHICAGO 


ILLIONS of dollars have been spent 

in the United States on finding ways 
to reduce the grit and grime that cars 
pump into the air. Most of that money 
may have gone to waste, according to Mr 
Donald Stedman, professor of chemistry 
at the University of Denver. 

One of the most widely employed tac- 
tics to reduce car pollution is an annual 
inspection using a testing proce- 
dure developed by the federal gov- 
ernment's Environmental Protec- 
tion Agency. The EPA test has 
been the guide used by Detroit 
carmakers to spend lorry-loads of 
money redesigning cars to be less 
noxious; sure enough, new cars 
are generally thought to be far 
cleaner than older models. Not so, 
says Mr Stedman, who has a gad- 
get that proves it. 

Using his invention, which 
shoots an infrared beam through 
a car s exhaust as it drives by, Mr 
Stedman found in a study for the 
state of Illinois that 896 of the cars 
he measured caused 50% of the 
pollution. Another 1196 of the 
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cars caused most of the rest. 

This means that most cars are rela- 
tively clean and their owners have been 
taking the rap for a few nasty belchers. Mr 
Stedman's study revealed that car dirti- 
ness is not a function of age, but of how 
well the car's engine is tuned. The cleanest 
car of the 12,000 to roll by his experiment 
in Chicago was a 1978 Chevy; one of the 





It's less clean when it moves 
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services, come what may. Refuelling 
stops at Dubai or Anchorage have 
never been much fun in the middle of 
the night. They are even less amusing 
when a supposedly non-stop flight on 
an older version of the jumbo has to 
make an unscheduled stop there be- 
cause of unfavourable headwinds. 
The 747-400's extended range will elim- 
inate such unplanned stops, making 
the aircraft the first choice of business 
travellers, who pay most for their 
tickets. 

This is particularly significant for 
Singapore Airlines. In the past it has 
sold its services by emphasising the al- 
lure of Singapore girls. The poor pay 
offered to stewardesses and the grow- 
ing variety of jobs in Singapore have 
reduced the attractions of waiting on busi- 
nessmen at 30,000 feet. So much so that the 
airline has had to increase the retirem^-* 
age for its stewardesses to 38 and to reth: 
its advertising strategy. Future advertise- 
ments are likely to stress non-stop services. 
Over the past few years Singapore has been 
losing ground to Thai Airways, not because 
Thai girls are prettier but because Bangkok 
was just in range for the first stop for flights 
from Europe to Australia; Singapore was 
just out of range. Now Singapore Airlines, 
using the six 747-400s it already has in service, 
can offer guaranteed non-stop services to 


worst offenders was a 1986 Jeep. Even a 


1934 Chevy was well within modern emis- 


sion limits. 


Mr Stedman also contends that the 
EPA's method of testing vastly underesti- 
mates toxic emissions by measuring car- 
bon-monoxide levels while cars are sta- 
tionary. Mr Stedman and others have 
found that a moving car spits out a lot 
more toxins than an idling one. 

If Mr Stedman is correct, America' 
carmakers could be in trouble. They have 
spent years designing vehicles which will 
pass the EPA test by idling cleanly, 
but which release lots of dirt while 
whizzing along. A new Chevy 
Corvette, claims Mr Stedman, 
could not meet emission limits 
much beyond second gear. 

Though many EPA officials 
have been hostile to Mr 
Stedman's findings, some think 
he has a point. The EPA's research 
office at Ann Arbor in Michigan, 
was the first to buy one of his test 
devices. And the Illinois Depart- 
ment of Energy is enthusiastic. 
Officials there think that Mr 
Stedman’s device could halve the 
cost of state inspections by identi- 
fying the worst polluters more 
quickly. 
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firms culture is sim 


Écrit Ms Au Ht cmm piana naj n anaana s EHE a CUIU N aaar aaa ai aay 


This month's mana gengt page looks at corporate culture. For many 
piy 


“the way we do things around here”. It can be an 


| obstacle to change ot ora competitive weapon 


rz face a company, presents to the 







ues; assump- 


watch, are mi id reaki 
By their nature, corporate cultures 
evolve over.a long: period of time. They 
also tend to reflect the values of a compa- 
founders: the. service ethic of Ray 
Kroc has never left McDonald's, even 
though he died in 1984. But because old 
corporate cultures die hard, they can 
-= cause problems when firms try to change 
or merge with rivals. So how can compa- 
nies, in a world of megamergers, shorten- 
ing product cycles and fragmenting mar- 
kets, turn corporate culture into a 
competitive tool, rather than a liability? 

For part of the answer, look to Japan. 
Japanese firms appear to be steeped in cor- 
porate culture. The imposition of a “Japa- 
nese" management culture is often cred- 
ited with vast improvements in 
productivity, labour relations and absen- 
teeism in Japan’s overseas ventures. 

The car-assembly plant in Fremont, 
California, closed by GM in 1982 and re- 
opened as a joint venture with Toyota the 
following year with 85% of the original, 
© unionised workforce, is a good example. 

Called nummi, the firm now regularly 
achieves double the productivity of Gm’s 
other plants. Absenteeism, 18% per day 





| 


© f "these days; quality is GM's highest. Mr 

: Charles O'Reilly, of the University of 
..| California at Berkeley, reckons a 
- Apo revitalised corporate culture is the key. 

^ .n one important respect Japanese 
‘firms are "thin-cultured". At the com- 
pany level culture is expressed as a series 
of general principles: to strive for quality, 
to trade ethically, to be market leader, and 
so on. Honda's corporate credo trumpets 
its dedication to "supplying products of 
the highest quality yet at a reasonable 
price for worldwide customer service". 

This thin, company-level culture im- 
bues a common mission but is vague 
enough to survive the most rapidly chang- 
ing business environment. Cynics may 
condemn such creeds as platitudes which 
are ignored by employees, but lapanese 
companies reckon they help. workers to 


T 





dts corporate 


before the joint venture, is negligible. 





know what their firm stands for, and to 
identify their aims with those of the firm. 
Honda believes that its culture breaks 
down traditional hierarchical relations be- 
tween managers.and managed. At NUMMI 
that is what happened. Before Toyota 
turned up, workers at the Fremont plant 
viewed GM as the enemy. 


| just dont feel hes 





Honda goes further than bland, com- 
pany-level mission statements, however. 
Each of its three main divisions has 
spawned an individual culture tailored to 
its own aims. Honda's R&D division, for 





. instance, is an independent company with 
its owri president and a deep culture of in- 


novation Lam eagerness for change. ' 'Idea 
contests” ingrain that culture in employ- 


ees by rewarding promising, but still-un- 


commercial, projects with seed funding. - 
Honda reckons that encouraging the 
emergence of competing cultures within 


each of a firm's business units helps them - 
(and thus the entire company) to be more 
responsive to fast-changing markets. It 


also creates "role-models": a firm's other 
business units can learn fad the culture 
of the most successful division. | 


Western companies are beginning tc t 
learn from this. BP, the world's third-big- 


gest oil company, is in the throes of over- 
hauling its corporate culture. BP com- 


pleted a takeover of America's Standard 


MM! 


This week's Economics Focus appears in the. 


Finance section, and looks at the fiscal 
implications of European monetary union. 








Oil in 1987: ¢ a ‘year diet it d Brit 


vice” mentality (it was once state-owned 


looking, provincial culture 


turer at California's Stanford University, 


openness, teamwork, simplicity, trust and _ 
empowerment. Consultants' platitudes? - 


_ workforce that is freer from bureaucrac 


“making and responsibility 


can cause corporate civil war. A fit 
several competing cultures. can : 


quote from the subtitle of his nev 


_ sharpen competitive instincts. Th 
.. work for Japanese companies. like Hor 
whose natural commitment to teamwork 
. is deeply enough ingrained to withstat 


- harder to adopt. BP could end up either 


=|  pany—or tearing itself apart. 



















































another British oil company. Bringing 
gether three diverse cultures was diffic 
BP probably had an ingrained "civil-se 


but its business outlook was solidly i inte 
national. Bp thought Standard’s inv 


make a string of bad business 
(like squandering billions of dol 
ing for non-existent giant Americ: 
oilfields, rather than pursuing 
opportunities abroad). Standard Oi 
titude to its new owner was not help 
the swift sacking of Mr Al Whitehou 
chief executive, to be replaced by BP's 
Robert Horton (now its chairman). 

Backed up by an ambitious pr 
gramme of restructuring—a third of BE 
headquarters team has been scrapped at 
70 of the group’s central committees d 
banded— Mtr Horton is implementing 
long-term programme to create a new, 
tiered corporate culture, guided by an in- 
ternal "culture change group". The end 
result will look distinctly Hondzish. . 

At group level, BP's corporate culture : 
will be barely visible—just the usual com- = 
mitments to quality of service and envi- | 
ronmental responsibility. Instead, each of 
BP's four operating divisions is supposed - 
to be developing its own culture. | 

So far only BP Exploration, which has 
been advised by Mr Richard Pascale, a lec- 








has made significant headway. It has come _ 
up with six culture "guidelines": people, 


BP thinks not. It reckons that by con- - 
centrating people's minds (and actions) _ 
on those six words it will produce 


more flexible and more innovative. BP 
ploration has already whittled do 
layers of management to f 





pushed further down the firm. - n 
The danger is that fragmenx Á 


pulling in many directions at onc 
ford's Mr Pascale believes that th 


ates "constructive tension”, and th 


"Managing on the Edge", "the smar 
companies use conflict to stay ahea 
ternal conflict, says Mr Pascal 


and even benefit from such competit 
conflict; western companies may find. 





becoming an honorary Japanese od cot 






























eir present wide bodiad Musa on highly 
crative intra-regional routes. Some ana- 
sts expect that the rate of growth in traffic 
n these routes will soon overtake growth 
on long-haul routes: Asia’s economic boom 
shows no sign of stopping, and more Asians 
need to travel on business or can afford to 
go on holiday. 

< Even better, the 747- 400s will still be fly- 
g well into the twenty-first century. If and 
hen some of the cartels that currently 
inate the world’s airline industry at last 
€ away, the carriers that can straddle the 
obe with non-stop services will have a ter- 














1 ‘and intellectual property 


tought control 


ANE set of negotiations in the three- 
f year-old Uruguay round of trade- 
liberalisation talks i is not about freer trade at 
all. It is about more protection—for ideas. 
Fed up with seeing business stolen from un- 
der their noses by a multibillion-dollar 
copying and counterfeiting industry, mostly 
located in the. third world, America and 










































the General Agreement on Tariffs and 
Trade (GATT) to stamp it out. But to get 
third-world countries to agree to tougher 


have to engage in. a lot of horse-trading. Ne- 
. gotiators gather in Geneva on July 23rd for 
meetings which could decide the fate of the 
ade talks, due to be formally completed by 
cember. 

-For the Bush administration, an ambi- 
tious and comprehensive dea! on trade-re- 
ted aspects of intellectual property (TRIPS 
the jargon) comes second in importance 
ly to reform of world farm trade. Disputes 
bout agriculture have split the developed 
orld, pitting. America against the Euro- 
1 Community. But the intellectual-prop- 
debate has neatly, and disturbingly, di- 
' d rich countries from poor. | 





reement on high minimum standards for 
tection of ideas of all kinds—such as 20 
s for patents, 50 years for copyright, ten 


es machinery as well as through domestic 
and customs procedures. — . 

Many developing countries are. un 
py at that prospect. They fear that 





ý i 
ito dedo 


other western countries want tough rules in 


protection for ideas, the rich countries will 


Industrial countries want international 
pt thiough GATT's alaaa trade-dis- . 


sheer. Protection ee a ome b 


offshoot of fhe United. Nations that admin- 





other patented goods. Patent terms are gen- 
erally shorter in the third world than in the 
West and many developing countries ex- 
clude. pharmaceuticals from proton 
altogether. 
Western arguments that stronger pro- 


tection of ideas will boost foreign invest- 


ment and technology transfer by reducing 
companies’ fears of theft have not con- 
vinced third-world sceptics. But American 
threats of trade retaliation against intellec- 
tual property pirates in South-East Asia and 
Latin America have had a lot more effect. 
Asa result, most of these countries are tight- 
ening domestic protection of intellectual- 
property rights. That gives them an interest 
in avoiding being undercut by less scrupu- 
lous neighbours. Joining a multilateral deal 
could also help protect them from contin- 
ued bilateral chivvying from Washington. 
But in exchange for signing any agree- 
ment, developing countries want three 
things: more open agricultural and textile 
markets in the developed countries; a 
renunciation by America of unilateral trade 
sanctions; and intellectual-property "transi- 





tional arrangements" —GATT-speak for spe- 
cial rules for poorer nations. 

America wants to limit such arrange- 
ments to giving developing countries more 
time to put tougher intellectual-property 


rules in place. But, invoking the negotiating 


group's mandate to take "public policy ob- 
jectives into account, third-world countries 
want the rules applied to them to be less 


- tough. They also want guarantees that west- 


ern multinationals will not abuse monopoly 
rights. | 
-Some hardliners such as India do much 


. further. They maintain that setting and en- 


forcing standards of conduct on intellectual 


property within nations are none of GATT’s | 


business anyway, but should be left to indi- 


vidual governments and to the World Intel- 


lectual Property Organisation, a toothless 


hurt consumers who are already poor by: 
raising the prices of essential medicines and 












put ‘together: one E coherent pori froin five 
different sets of detailed proposals for- 
presentation to the Geneva meeting. They 
will leave plenty of loose ends, big and small. 
Some of these may not be knotted until min- 
isters meet to conclude the round in Brus- 
sels in December. 

Rich and poor countries privately agree 
that the final draft will have to satisfy Ameri- 
can concerns—congressional pressure will 
see to that. But unless America can persuade 
the main developing countries to sign up, it 
will not be worth much. 





The new boss at Philips 


Timmer the 
timorous 


PARIS 


TOR Mr Jan Timmer, the new president 
of Philips, Europe’s ailing electronics gi- 


ant, the extraordinary shareholders’ meet- 


ing held on July 2nd, which confirmed his 
appointment, provided the ideal opportu- 
nity to signal to investors and employees 
alike that he means business. But rather 
than proposing the radical surgery that the 
company so badly needs, Mr Timmer came 
up with what looks like a typical Philips half- 
measure. His plan to axe 10,000 jobs in the 
company's troubled information-systems 
and components divisions may appear dra- 
matic, but it is little more than a band-aid. 

Admittedly, restructuring is an expen- 
sive business. Philips has said that it will set 
aside 2.7 billion guilders ($1.5 billion) in the 
second half of the year just to cover the cost 
of this latest round of Philistroika. Mr 
Timmer. predicts that, as a result, Phil 
could make a loss of up to 2 billion guild 
in 1990. Nevertheless, Mr Timmer must be 
prepared to lay off many more of the compa- 
nys 290,000 staff if he wants to turn it 
around. 

That means steeling himself to attack 


| the real source of Philips's problems: the 


company's bloated head office in Eindho- 
ven. As Mr Bill Coleman, an analyst with 
James Capel, a London stockbroker, points 
out, if Ásea Brown Boveri, a Swedish-Swiss 
power-engineering company, can run its $25 
billion global empire with a central staff of 
only 100, why does Philips, which is roughly 
the same size, need a head office staff of 
thousands? The answer, » quie simply, is that 
it does not. ; 

Nor does the COLS Send to be i in so 
many different businesses. But rather than 
pull out of computers or chip-making, two 
industries in which the company is being 
clobbered, Mr Timmer said that. Philips 


would scale down its activities in both a: 














‘Timmer has more to do 


In information technology that means a 
shift from hardware to software and to ap- 
plied systems for customers like banks. In 
-components, Philips will concentrate on 
km ose products that it can use itself and will 
/. new its participation in prestigious but 
ony research programmes: like the joint 
European silicon submicron initiative. 
Criticising Mr Timmer’s cautious ap- 
proach, seasoned Philips-watchers point out 


Of mice and men 


URN over your friendly mouse and 
look at the name on its bottom. 
There is a one-in-three chance that the 
name. you find will be Logitech. 
Logiwho? A small, nine-year-old Swiss 
company, Logitech has climbed past Ja- 
pan’s Alps as the world’s leading supplier 
of computer mice, the little gizmos that 
have enabled millions of computer illiter- 
ates to operate their personal computers 
with simple “point and click” software. 
~~ Logitech has gained its lead by con- 


< centrating ruthlessly. on a single niche - 


. product, but meanwhile, like any good 
, multinational, searching for the lowest- 
Cost. manufacturing. sites and best R&D 
_ staff. Now the company is betting that a 
| new. generation of multi-function mice 
__ will mean sales of 7m-9m of the things in 
~ the next 12 months and give it over half 
the world market within two years. 
At first, Logitech made mice only for 
_other firms, including Apple, NCR and 
Siemens. Now two-thirds of revenues 
come from the direct sale of its own 
products through retail outlets. Like any 
consumer business, the mouse market is 
. becoming specialised. Customised mice 
designed for different hand shapes with 
more buttons to click will soon be all the 
rage, predicts Logitech. 
.. The Swiss and Italian engineers who 
founded Logitech and still own it have 
kept the annual general meeting in Swit- 











^ Zappacosta, Logitech's ebullient boss, is 
more agile than the thumb. But so far he 
has not thought of a product to suit the «| 

tongue S eprraotdinary abilities. 


that the new president is a 
company man. After joining 
the firm's accounts depart- 
ment in 1952, Mr Timmer 
worked in both Ethiopia and 
South Africa, returning to 
Eindhoven between these as- 
signments. In the 1980s he ran 
the company's Polygram unit 
in London, returning to Eind- 
hoven again in 1987 as boss of 


division. By reviving the divi- 
sion's fortunes, Mr Timmer 
won his place as the successor 
to Mr Cor van der Klugt, who 
abruptly announced his res- 


ignation after the company was over- 


whelmed by criticism when it unveiled 
embarrassingly bad financial results in May. 


To silence his critics, Mr Timmer will - 
have to prove that he is more than just a. 


chip off the Eindhoven. block. To do that, 


he could appoint some outside directors to 


-the company's management board. Or, bet- 


ter still (and even more unlikely), he could 
dismantle some of Philips's anti-takeover de- 






















zerland, but little else. Manufacturing 
has been moved to cheaper locations in 
Ireland, Taiwan and the United States. 
Half of the firm's 1,000 employees work 
in California's Silicon Valley. Such flex- 
ibility has paid off. Last year profits 
jumped 2796 to SFr 14.2m ($8.7m) on 
sales up 4596 to SFr 179.8m. | | 
Logitech thinks its next big product | 
will be the hand-held scanner, which can 
read graphs and drawings, convert them 
to digital form, and send them to a per- 
sonal computer. After that? Only one 
human appendage, notes Mr Pierluigi 








and feel 


.. Philipss consumer-electronics - 


. built from? In what could turn out ti 
-landmark ruling, an American cou 


Suits against two more Californian so 
>- producers, Borland Internationa and 
. Cruz Operation. | 


 ufacturer of. 'personal-computer- 


"| ^ over its "Windows" software, whic 
"| way of. controlling a  prograt 
^F - popularised by Apple. The user 
.* commands simply by moving a li 
on the screen to a picture and. the f 
ing” a button on a computer “mot 









fences. In an interview ih The E 
earlier this year, Mr Timmer said th 
notion of accountability [to sharehold 
appeals to me". Now is his ee to pi 
he meant it. : 



































































D, o SOFTWARE companies | hav 
‘over the way their programs lc 
feel to the person using them, or ust 
the lines of computer language that tl 





made up its mind (for the time being 


. "ook and feel" also come under copyrigh 


The protagonists in question are L 
Development, one of America’s bigg 
computer-software firms, and Paperba 
Software International, a small Berkel 
based software house. Lotus claims that 
Paperback product called v». Planner, . 
cheaper "clone" of Lotus’s famous 1-2- 
spreadsheet, infringes copyright. vP Planne 
is alleged to imitate che menus and key 
strokes used in 1-2-3, though not the actual 
lines of code behind them. 

On June 28th the Boston court: hearing 
the case ruled in Lotus's favour. "The user 
interface of 1-2-3 is its most unique elemen: 
and what makes [it] so popular. That defen- 
dants went to such trouble to copy that ele- 
ment is a testament to its substantiality" said 
the judge, Mr Robert Keeton, in his (fairl 
unique) summing up. Lotus is now applying 
for an injunction against further sales of Pa 
perback's product. 

The decision could have dire c co 
quences for other software houses too 
cheap look-alike versions of well-known 
grams are common. Immediately: 
the Paperback decision Lotus file 





The case will not have ad 
news for Microsoft, the world's b 


Microsoft i is being sued by Apple ( 


rather than by typing in codes. Zà 
dustbin symbol, for example, erases 
The Boston court's decision over Lo i 
3, unless overturned on appeal, mak 
more likely that the "Windows" a 
turn in 1 Apple s favour. s 
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Retailing in America 
Pile 'em high 
and go bust 


NEW YORK 


HE financial troubles hobbling Ameri- 
can retailing are spreading beyond de- 
partment stores to the big discount chains. 
If people have noticed only recently, it is not 
surprising. For years the discounters have 


been America's most visible success in retail- 


ing. They have gained sales at the expense of 
department stores by offering goods with 
fewer frills but at lower prices, and have 
helped to push several of their elegant rivals 
into the bankruptcy courts. It may be their 
turn next. 

So far the shake-out among discounters 
has been much less severe than the squeeze 
on most other retailers. Though fewer than 
half the top 20 discount chains in 1980 are 

ill in operation today, bankruptcy and 
consolidation have largely been confined to 
the second division. Until recently, the in- 
dustry's leaders all looked like big winners, 
achieving phenomenal rates of growth. Be- 
tween 1980 and 1989 Wal-Mart's sales in- 
creased from $1.6 billion to $25.8 billion; K 
mart's from $14.4 billion to $29.5 billion, 
Dayton Hudson's Target from $1.5 billion 
to $7.5 billion and Ames from a mere 
$338m to $4.8 billion. Of these four, only 
Ames is in serious trouble. On April 25th 
the company filed for protection. under 
chapter 11 of America's bankruptcy law, 
shortly before reporting a loss of $429m in 
the three months to April 28th. 

In the next few years other discounters 
may suffer the same fate. Even the biggest 
and most profitable discount chains— Wal- 
Mart, K mart and Target—are being 
squeezed by competition from specialised 
mass-merchandisers, known in the trade as 
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ku" s I EPET ESA T TE 
Shopping is such fun at your local discounter 


“category killers”. Such chains as Toys “R” 
Us, Circuit City, the Home Depot and Ath- 
lete's Foot each offer a wider range of a par- 
ticular category of goods than the discount- 
ers and are now, through bulk buying, also 


able at least to match, and sometimes to. 


beat, the discounters on price. Add to this 
the better service offered to customers by 
such speciality stores, and the 1990s are 
likely to be tough for all discounters. 

Mail-order catalogues are also offering 
stiffer competition to department and dis- 
count stores. Americans spent $77 billion 
on mail-order purchases in 1989 compared 
with $34 billion in 1981, a healthy, infla- 
tion-adjusted annual growth rate of 7%. 

Such fierce competition has prompted 
many ailing department stores to move 
upmarket to concentrate more on fashion- 
able clothing and home furnishings. But the 
discounters do not have this escape hatch. If 
they follow the department stores 
upmarket, they forfeit their price edge. If 
they move downmarket, they compete di- 
rectly with such mega-marts as Price Club, a 
low-margin cash-and-carry chain that sells 
goods directly from its warehouses to the 
small businesses, civil servants, bank em- 
ployees and other worthies it admits to its 
restricted membership list. 

Among the big three discounters, Wal- 
Mart is likely to suffer the least. lt has 
achieved its spectacular growth by opening 
big stores out in the sticks. They are deliber- 
ately sited many miles away from stores that 
can compete with them either on price or 
variety. K mart, Target and most of the 
other big national or regional discount 
chains are not so lucky. 

The carnage could be awful. A recent 
study by Price Waterhouse, an accounting 


and consulting firm, predicts that more than 


half of today's retailers will be out of busi- 
ness by the end of this decade. Fifty years of 
relentless retail expansion has left America 
"over-stored", argues the study, just when 
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aging baby-boomers are about to shop and 
spend less. "People in the boomer age group 
will save’more of their money, shift more of 
their spending from retail goods to services, 
and be less inclined to seek entertainment or 
social status through shopping," it 
concludes. 

Worried retailers are beginning to won- 
der whether this is already starting to hap- 
pen. America's retail sales declined again in 
May: that is the first time they have fallen 
for three months in a row since the 1980-82 
recession. 





East European unions 


Militant 
tendency 


RADE unions in Eastern Europe, w 

the notable exception of Poland's Soli- 
darity, have long been at the beck and call of 
their Communist masters. Official unions 
provided a convenient mouthpiece for 
transmitting the party line to the factory 
floor. Now they are having to change their 
ways. Several new, independent trade-union 
movements have sprung up across the re- 
gion and are pinching members from their 
discredited rivals. 

The lightning strikes in East German 
factories that began early this month, and 
the surrender of Hungary's new government 
to a militant miners' union on July 3rd, are 
signs that the new unions are eager to flex 
their muscles. Western companies that hope 
Eastern Europe will provide a pool of cut- 
price labour may therefore have to think 
again. Firmly kept in their place for a gen- 
eration and suddenly uncertain about what 
the future holds, East European workers are 
in a militant mood. 

To avoid being swept away by suci 
growing militancy, several discredited offi- 
cial trade unions have attempted, and failed, 
to reform themselves. Czechoslovakia’s 
state-sponsored union, the ROH, dissolved 
itself on March 2nd after mass desertions to 
the Czechoslovak Confederation of Trade 
Unions (CSKOS), which has its origins in the 
strike committee set up towards the end of 
last year. 

Headed by Mr Igor Pleskot, a metal- 
worker, the CSKOS claims to have some 6m 
members, and has been eager to prove its 
independence. In April, for example, it per- 
suaded Civic Forum to consult it on pro- 
posed trade-union legislation by threatening 
to call a general strike. 

Official unions which have survived so 
far have been less-than-convincing converts 
to the new democratic fashion. Romania’s 
formerly state-controlled trade union, the 
1.8m-member UGSR, added the word "free" 
to its name the day before Mr Nicolae 
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Our Korean spirit is moving in the air. It's a spirit of untiring service, ceaseless effort and ageless charm that 
"lows from Korean traditions perfected over thousands of years. A spirit advancing into the future with one 
„f the world's most modern fleets. And a spirit that soars around the globe to 44 cities in 21 countries on 
5 continents. Fly with us soon and you'll experience the dedication to excellence that could only be Korean. 


KOREAN SPIRIT: KOREAN DEDICATION. 










KSREAN AIR 


THE SPIRIT OF KOREA IS IN THE AIR 
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Ceausescu was executed. But sceptics point 
out that the miners used by the government 
in June to clear Bucharest’s University 
Square of protesters were members of this 
supposedly independent union. Just as tell- 
ing, the UGSR's headquarters is still where it 
has always been housed—in Romania's 
Ministry of Labour. 

No wonder, then, that Fratia, an inde- 
pendent Romanian trade union, already has 
attracted 600,000 paid-up members. 
Podkrepa, an independent white-collar 
union in Bulgaria, claims to have some 
100,000 members, many of whom have 
come from the not-so-new-looking official 
Confederation of Independent Trade 
Unions. Both Fratia and Podkrepa have laid 
claim to the holiday homes, sports centres 
and other assets owned and run by their ex- 
Communist rivals. 

In Hungary things are even more com- 
nlicated. For a start there is the former 

ommunist union which now calls itself the 
~onfederation of Hungarian Trade Unions. 
It claims 2.5m members, down from the 4m 
members it boasted in the mid-1980s. Next 
there is the two-year-old Democratic League 
for Independent Trade Unions, which mod- 
estly claims 80,000 mostly white-collar mem- 
bers. Then there are several trade unions, 
including one for chemical workers, that 
prefer to remain outside both confedera- 
tions. Finally several Hungarian enterprise 
councils have started to form their own 
movement as well. 

For East German trade unions, the writ- 


| 
N THEORY it should be a pushover: a 


century's worth of western marketing 
experience let loose on consumers fed up 
with shoddy products. In practice East 
Europeans may well be choosy about 
which western brands they want to buy. 
Those they already know about should 
have a head start. So which brands do 
they recognise? 

Landor Associates, the world's big- 
gest design consultancy, recently tested 
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ing is already on the broken 
wall. Egged on by the DGB, the 
West German  trade-union 
confederation, its East Ger- 
man equivalent, the FDGB (the 
“F” is for "free", of course) has 
already dissolved itself. Most of 
the 20 unions that belonged to 
it will almost certainly join the 
DGB. 

Some West German 
unions, such as IG Metall, the 
metalworkers union, and 
NGG, the food and restaurant 
workers’ union, have already 
opened their own branches in 
East Germany. 1G Chemie, 
West Germany's chemical 
workers union, wants to go 
one step further by merging 
with its East German counter- 
part next year. West German 
union leaders hope this re- 
cruiting drive will stop employers moving 
jobs from west to east to exploit cheap East 
German labour at the expense of West Ger- 
man workers. 

Ironically, as more independent trade 
unions spring up throughout Eastern Eu- 
rope, Solidarity, the grandfather of indepen- 
dent unions in the region, has run into trou- 
ble. Mr Lech Walesa, Solidarity's leader, is 
trying to set up his own political organisa- 
tion, which has sparked in-fighting among 
the union’s rank-and-file. But a split in Soli- 
darity will not help oPzz, the former Com- 


Sneakers + Walkmen = capitalism 


the reactions of 1,500 East Europeans— 
split equally between the Soviet Union, 
Poland and Hungary—to 400 of the 
most famous western brands (see table). 
Landor’s rankings are based on a 
weighted average of two tests: familiarity 
(or "share of mind") and "esteem". 

This questionable approach gives lux- 
ury brands, such as televisions and sports 
cars, a big advantage over more mun- 
dane household products. McDonald's, 
for example, was the brand that 
most Hungarians recognised (a 
branch smack in the middle of Bu- 
dapest helps), but it finished 40th 
in the esteem rankings, giving it 
an overall position of 17th. De- 
spite this bias towards the glitzy, 
Landor thinks its survey points to 
a tremendous hankering after lux- 
ury and the more visible symbols 
of capitalism. 

There were three clear win- 
ners: Mercedes-Benz, Sony and 
Adidas. Given the overall popu- 
larity and esteem of cars and elec- 





I'm all right, Lech 
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munist trade union, which is still tainted by 
history. Instead, expect more wildcat strikes 
like those that hit Poland’s railway network 
on May 20th, organised by workers without 
any trade-union allegiance. 

With union movements in a state of 
flux, it is still too early to say how industrial 
relations will evolve in Eastern Europe. Part 
of the problem is that unions often have no- - 
body with whom to negotiate. Most fac- — — 
tories are controlled by ministry men accus — 
tomed to giving orders, not discussing them. — 
IDIBUS TRAN te ee a eee 808—000 


tronics brands, the success of Mercedes- 


explain. Adidas, however, finished well 
ahead of other sports-shoe brands, such 
as Nike and Puma. The German firm 
owns a successful shop in Budapest and it 
has a sponsorship deal with the Polish 
football team. 

IBM and Coca-Cola, the most widely 
recognised brands in the West, are losers 
in Eastern Europe. Coca-Cola's best 
showing was 14th place in the Soviet 
Union. Pepsi Cola, with better Soviet 
connections, finished in the top ten. 
Similarly, IBM’s highest showing was 49th 
place in Hungary; tiny Zenith computers, 
an energetic exporter to Eastern Europe, 
came 21st in the Soviet list. 

Hungarian consumers were the most 
knowledgeable. Altogether they recog- 
nised 252 western brands; the Poles spot- 
ted 175, while the Russians recognised 
only 100. Outside the top ten brands, 
most of the names on the Soviet list 
scored nearly identical awareness and es- 
teem rankings, implying that the con- 
sumers had simply heard the names and 
presumed they were good. Marketing 
men would approve. 


Benz and Sony is relatively easy to | 
| 
| 
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British Telecom and Mercury 


Duopoly rhymes with monopoly 


Britain's e 


S years after privatising its state-owned 
telephone company, Britain is about to 
decide whether to leap towards more com- 
petition in telecommunications, or just to 
take another tiny step. Though Britain was 
the first European country to allow private 
investors a stake in its telephone network, it 
has been remarkably timid about exposing 
the industry to the rigours of true compe- 
tition. The market-championing British 
government will complete a review of this 
matter in November. The outcome could in- 
fluence attitudes to competition in tele- 
phone services all around the world. 

In Britain, trendy new services like mo- 
bile telephones get trendy free-market treat- 
ment. But in ordinary fixed-link telephony, 
the bread-and-butter of the industry, the 
competition is of a more gentlemanly sort. 
BT's sole fixed-link competitor, licensed in 
1983, is Mercury Communications, a wholly 
owned subsidiary of Cable & Wireless, the 
company which wired up most of Britain’s 
colonies, including Hongkong. Seven years 
old, Mercury still has less than 5% of the 
British fixed-link telephone market. The 
price differences between BT and Mercury 
services have shrunk. According to Octagon 
Telecommunications Services, a firm of con- 
sultants, the average saving offered by Mer- 
cury on a call to America dropped from 20% 
to 1096 over the past two years. 

Since privatisation, BT has improved its 
service. Public telephone boxes, although 
no longer a cheery red, tend to work more 
often, and customers get £5 for every day's 
delay in repairing faults or installing new 
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xperimental introduction of competition into its telephone net- 
work suggests that too little competition is not much 


better than none at all 


lines. But these improvements are more the 
result of bullying by Oftel, the industry's 
government watchdog, than of competitive 
pressure from Mercury. Worst of all, the BT- 
Mercury duopoly still leaves run-of-the-mill 
telephone users—households and small 
businesses making lots of local calls—at the 
mercy of a single provider. Over 7096 of 
Mercury's customers are businesses rather 
than homes, and £91m of its £99m ($162m) 
sales last year came from long-distance and 
international calls. 

Injecting more competition into the lo- 
cal telephone business will not be easy. Until 
radio technology improves and makes mo- 
bile telephones a lot cheaper, the most plau- 
sible new competitors could be cable-Tv 
companies. Significantly, a large chunk of 
Britain's cable industry is owned by foreign 
telephone firms, namely us West, Pacific 
Telesis, Nynex, Southwestern Bell and Bell 
Canada. Three franchise-holders, Windsor 
Cable, Cable Camden, and East London 
Telecommunications, all of them with for- 
eign shareholders, already sell chat as well as 
chat shows down their lines. So far they 
have only about a thousand telephone cus- 
tomers between them. 

Creating more local competition is 
probably not feasible without finding ways 
of allowing more long-distance competition 
too. Any local-service provider needs a long- 
distance carrier with which to link up (“in- 
terconnect"), otherwise it cannot provide 
customers with anything but local calls. 
With only Mercury and BT to choose from, 
cable companies are in a poor position when 
it comes to negotiating the 
terms of these interconnects. 
Under current contracts, cable 
companies have to pass on 
about 8596 of their revenue 
from long-distance calls to the 
long-distance carrier, which in 
every case is Mercury. "Be- 
cause they are the only game in 
town, our negotiating position 
is weak," grumbles Mr Alan 
Hindley, head of Windsor Ca- 
ble Television's telecom divi- 
sion. 

Plenty of companies are ea- 
ger to compete in long-distance 
services. Networks to carry 
long-distance calls need fewer 
expensive switches and fewer 
physical lines than local ones 
and so are relatively cheap to 
build. And Br's profit margins 
on long-distance calls are so 





high that it would be easy for any newcomer 
to offer cheaper prices. One potential en- 
trant, British Rail, already has a 2,500 
kilometre fibre-optic network of its own. T 
day it uses this only for sending interna 
phone calls and data, but it could easily 
shoot commercial traffic down these fibres 
as well. 

Neither BT nor Mercury is keen to see 
new firms allowed into their business. BT ar- 
gues that more competition from new licens- 
ees should be balanced by more freedom for 
BT itself—specifically, the company wants to 
be allowed to charge different prices to dif- 
ferent customers. BT also wants to be able to 
raise rentals for domestic users and deliver 
television down its lines. In its view, the reg- 
ulators should be neutral between it and its 
competition, leaving BT to decide what tac- 
tics it will use. Mercury wants to see no new 
licensees at all, arguing unconvincingly that 
one strong competitor, namely itself, will be 
more effective against BT than several small 
ones. 
British regulators should smile wither- 
ingly. The cost of BT’s universal service ch- 
ligation is probably smaller than the fi 
claims. BT puts the figure at £1 billion a year, 
analysts at nearer £100m. BT has never 
opened its books to outside scrutiny on the 
subject. Sir Bryan Carsberg, head of Oftel, 
seems to side with the analysts."If Br thinks 
it is being held back in competition by its 
obligation, then it must make its case," he 
says. Whatever the figure, the firm still en- 
joys a 9596 share of the fixed-link telephone 
market and so can cope with a handicap un- 
til competitors have had a chance to estab- 
lish themselves. 

Mercury's position doesn't find much 
favour with telecom-watchers either. The 
company's "first response in any situation is 
to go screaming to the regulators," says Mr 
James Golob, telecom analyst at S.G. War- 
burg, a British merchant bank. Give tele- 
phone companies more competition and 
perhaps they will spend more time wooing 
consumers than bureaucrats. 
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FINANCE 





A clockwork future EC 
Finanzplatz Schweiz? 


GENEVA 


\ \ JITH the planned completion of the 
European Community's single mar- 
ket less than 18 months away, Swiss finan- 
cial folk are edgy. Their once-exclusive ad- 
vantages for attracting much of the world’s 
footloose cash—financial and economic sta- 
bility and strict bank secrecy, for instance— 
are no longer the powerful magnets of yore. 
opean competition for international 
funds is increasing, with Frankfurt and Paris 
as well as London bidding for a bigger slice 
the action. 

These days, Switzerland’s*‘charms look 
faded. The Swiss franc, once rock solid, has 
only just recovered from some nasty shakes. 
Swiss inflation, at 5%, is higher than in 
France or West Germany and is barely lower 
than in inflation-prone Italy. The Swiss Na- 
tional Bank, the country’s central bank, says 
that its current dose of tighter money will 
restore the Swiss franc to full health. Yet few 
expect the currency to regain the drawing 
power that it once had. 

The same applies to bank secrecy. A se- 
ries of grubby financial scandals—most re- 
cently a $1 billion-plus money-laundering 
row which cost Mrs Elisabeth Kopp, then 
Switzerland's justice minister, her political 
career—has tarnished the country's pristine 
image. New laws to repolish it helped to re- 
lax bank secrecy for insider trading in 1988 
and will.do the same for money laundering 
from next month. Also the diligence con- 
vention, which is the gentlemen's agree- 


THE ECONOMIST JULY 7 1990 


- - 


ment between Swiss banks to identify the 
true owners of accounts opened with them, 
has been tightened. 

Few quarrel with bringing fraudsters 
and drug traffickers to book. But nervous in- 
vestors in Switzerland ask where it will end. 
Much of the foreign cash sent to Switzer- 
land is shunning taxes at home. Though the 
Swiss government insists that tax dodging 
will not be made a crime, some investors 
prefer not to take the risk, and are putting 
their cash instead in the Cayman Islands, 
Bermuda, Liechtenstein and even Luxem- 
bourg, where bankers are less nosy. 

Swiss moneymen accept that, with the 
country s role as a discreet haven in decline, 
they will have to compete more effectively if 
Switzerland is to remain a thriving financial 
centre. The stakes are high. The country's 
share of offshore asset management is two- 
fifths of the world's total. Switzerland's fi- 
nancial services, most of them driven by in- 
ternational money, account for over 1096 of 
GDP, employ 120,000 people and pay over 
SFr9 billion ($6.5 billion) a year in tax. 

The vast bulk of financial business in 
Switzerland is handled by the country's 
banks, which are dominated by the "big 
three" universal banks, Union Bank of Swit- 
zerland (UBS), Swiss Bank Corporation (SBC) 
and Crédit Suisse. Their underwriting syn- 
dicate takes the lion's share of new bond is- 
sues. The big three manage about half of the 
SFr1.5 trillion of investment funds in Swit- 


zerland. They also handle the bulk of these 
curities trading on the seven Swiss stock 
exchanges. 

All these operations depend upon ciii 
from abroad. About 7096 of funds under - 
management in Switzerland are forei 
owned. Some 30-4096 of the share capi WI 
quoted Swiss companies is held by overseas 
investors, mostly through non-voting | 
shares. In the top 20 companies, which ac- 
count for two-thirds of Swiss market id 
isation, the share is higher still. ~ 

Mr Otto Stich, Switzerland’s socialist WA ` 
nance minister, upset bankers earlier this - 
year by claiming that the financial industry - 
had reached its “critical mass". But his is an | 
increasingly lone voice. The Swiss political — 
establishment is beginning to heed increas- — 
ingly insistent calls for measures to sharpen — 
competitiveness, notably by Mr Marcus — 
Lusser, president of the central bank. Un- — 
fortunately, most of the planned reforms are — 
moving at glacial pace. r 

One example: Swiss bankers have ` 
moaned for years about stamp duty ofupto — - 
396 on financial transactions, which has ak ~ 
ready driven most of their Eurobond busi- - 
ness to London. Mr Stich says he will abol- _ 
ish stamp duty on transactions involving - 
foreigners, but only if another source of rev- 
enue is found to replace it. Parliament threw _ 
out his suggestion of a tax on fiduciary ac- 
counts, a cure bankers said would be worse l j 
than the disease. ‘4 

Last year the Swiss Cartel Commission — D 
called for the speedy dismantling of most of | 
the 20-odd conventions which fix prices and — 
practices in the banking and securities mar- 
kets, and which have padded bank fees and 
charges for the past half-century. The banks 
are fighting a delaying action to keep e 
fee-fixing accord on securities dealing and 
other services. They are also trying to keep 
the "fidelity" clause which forbids banks in — 
the bond-underwriting syndicate run by the : 
big three from taking part in issues 
organised by other banks. The big three - 
have, however, given way to make the agree- - 
ments more flexible. 1 

The banks argue that the swift deregula- — 
tion entailed by the dismantling of the con- — 
ventions would harm Swiss financial mar- — 
kets and raise costs for small and medium- — 
sized customers. A government decision on - 
the conventions is due shortly. But, whether - 
through legislation or competitive pres- 
sures, greater deregulation and lower com- 
mission fees are on their way. d 

Swiss stockmarkets are overdue for a 
shake-up. Of the European stockmarkets, — 
Switzerland ranked a poor third behind 
London and the West German markets in 
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. 200,000 depositors are demanding 








the turnover of domestic and foreign stocks 
last year. Yet the existence of seven indepen- 
dent regional bourses, high trading costs, 
poor liquidity, inadequate regulation and 
lack of dealing transparency are handicap- 
ping growth. 


Capitalist tools 


The country's stockmarkets are now equip- 
ping themselves for the twentieth century. 
Switzerland already has a two-year-old auto- 
mated futures and options exchange for 
blue-chip stocks called sorrEx. In the mid- 
dle of next year the three biggest bourses— 
Zurich, which handles two-thirds of all busi- 
ness, Geneva and Basle—will for the first 
time be unified through electronic means, 
when the Swiss Electronic Exchange comes 
on stream. The system will allow the com- 
puterised trading of straight bonds. Though 
open outcry will for the moment continue as 
the preferred method for trading company 
shares, those too will before long migrate to 
the computer screen. 

The easier access to share-dealing that 
automation brings will only serve to high- 
light the raw deal that foreign investors in 
Swiss companies currently get. Now finan- 
cial folk agree that Swiss companies will 
have to scrap their rules which bar foreign- 
ers (or anyone else they do not like) from 
owning voting shares. Since Nestlé stunned 


the financial establishment in November 


1988 by opening its share register to over- 
seas investors, few firms have followed suit. 
Swiss legislators have dithered for three de- 


. cades over a revision of Swiss company law, 


last altered in 1936. 
Reformers hope that in the long run 


- open share registers will attract more foreign 





investment and push up woefully underval- 
ued share prices that are depressed by re- 
stricted ownership. It should also help to 
persuade Swiss pension funds and insurance 
companies to invest more in shares. Though 
permitted by law to invest half of their 
SFr25 billion of funds in equities, these ac- 
count for just 796 of their portfolios. 

In the long run, say some, the banks 
might even lose the monopoly that they now 
enjoy on stockbroking. This also restricts 
market liquidity, because the banks match 
orders among their own clients before tak- 
ing business to the stock exchange. 

This autumn the government plans to 
present draft legislation for stock-exchange 
regulation, and for the supervision of bro- 
kers and other professional financial inter- 
mediaries. The legislation would replace the 
flimsy control over the regional stock ex- 
changes that is currently exercised by the re- 
sponsible local authorities; it would give le- 
gal backing to the voluntary takeover code 
agreed by the stock-exchange association 
last year; and it would put in place the begin- 


nings of a system of investor protection. For 
the longer term, the government is consider- 
ing comprehensive legislation which would 
bring Swiss financial markets broadly into 
line with proposed practice in the European 
Community. 

Many of these changes are inevitable as 
Switzerland and its partners in the Euro- 
pean Free Trade Association are obliged to 
accept Community rules in return for the 
creation of a “European Economic Space". 
This 19-nation free-trade area is planned for 
the beginning of 1993, when the Communi- 
ty's single market is also due for completion. 
Swiss negotiators say most of the EC's 20 or 
so financial-services directives are likely tó 
be taken on board by EFTA countries, give or 
take a few modifications to allow for differ- 
ing institutional and judicial systems. 

Inside the Community the big Swiss 
banks believe that they are already well- 
placed. The biggest five (which include Bank 
Leu, recently taken over by Crédit Suis: 
have 40 subsidiaries or branches in EC co... 
tries. Most are also members of the London, 
Paris, Frankfurt and Amsterdam stock ex- 
changes. But their overseas ambitions de- 
pend critically on a strong home deposit- 
base and inflows of foreign capital. 

Switzerland as a financial centre still has 
much going for it: a long international tradi- 
tion, an efficient infrastructure and a beauti- 
ful countryside that investors like to visit 
when they come to count their treasure. Yet 
there is no doubt that stiffer competition 
will hurt. The large banks will feel it in their 
pockets; smaller banks may go to the wall. 
One forecast reckons that over half of Swit- 
zerland's 630 banks and near-banks will 


merge or close over the next five years. 





An Australian financial collapse 


Mysteries of the Pyramid 


MELBOURNE 


R JOHN CAIN, the prime minister of 

the state of Victoria, has reason to 
panic. The Pyramid building society, the 
largest in the state and the second-biggest in 
all Australia, has just closed its doors. e 

c 

their money, some A$1.3 billion ($1.04 bil- 
lion) in all. Graffiti on Melbourne walls suc- 
cinctly describes Mr Cain and his Labor 
government as "scum". How does Mr Cain 
react? On July 2nd he bravely rules out any 


- government intervention. On July 3rd he 
. says the government will indeed guarantee 


unsecured depositors are repaid in full. 

This sudden outbreak of cowardice 
makes political, if not economic, sense. 
Most of the investors in Pyramid and the re- 
lated Geelong and Countrywide societies 
live in three, marginal, Labor-held constit- 
uencies. If just two of those three Labor 
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members were to cross the floor of parlia- 
ment, then Labor would lose its majority. 
Tales of financial woe first threatened 
Pyramid’s owner, the Farrow Corporation, 
in February. At the time Labor’s treasurer, 





After the fall 


Mr Rob Jolly (who has since resigned), and 
the then attorney-general, Mr Andrew 
McCutcheon, gave public backing to rhe 
corporation and its founder, Mr Bill Farr: 
The building societies, they said, were souna 
and "supported by leading national banks". 
And they added: "Rumours circulating 
about Pyramid building society are without 
foundation." Thus encouraged, the deposi- 
tors kept their faith. After all, Pyramid was 
offering free cheque books and higher inter- 
est rates than the banks; and it was ap- 
proved by the government. 

Their faith was misguided. Pyramid did 
everything a building society should not do. 
Betting on falling interest rates, it lent long 
on fixed rates and borrowed short on rela- 
tively higher floating rates. Moreover, 
prompted by lax regulation, it lent ever 
more on commercial properties, which are 
most vulnerable to economic downturns. By 
one reckoning, just a fifth of its loans were 
for owner-occupied homes. 

The affair raises several worrying ques- 
tions. Why, for example, did the Victoria 
state government grant trustee status to à 
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ent sort will be essential i i 


N A speech at the kek of Enone 
-Å Affairs in Londonon July 2nd, Mr Karl 
Otto Pöhl, the president of West Germa- 
ny's Bundesbank, congratulated Mr John 
Major, Britain S chancellor, for his recent 

"constructive" suggestions on European 
monetary union. Then he politely popped 
them in the bin. 

Mr Major's scheme, which the Trea- 
sury is not yet ready to abandon, calls for a 
new institution to issue a “hard ecu”. This 
would be an improved version of the ex- 
-isting ecu—a real currency which would 
never be devalued against any EC cur- 
F- rency, rather than a composite of the EC's 
present 12. The idea is consistent with the 
Treasurys earlier plan for competing 
monetary policies; this argued. that 

pegged-but-separate currencies en- 
courage governments to keep infla- 
tion low. Mr Póhl reminded his au- 
dience that the Delors report had 
already dismissed the ecu road to 
monetary union. The Treasury 
would reply that its plan meets Mr 
Delors's fears about the complica- 
tions of conducting 13 monetary 
policies. But Mr Póhl does not like 
the plan—and that is that. 

Mr Pohl reiterated his own pre- - 
condition for the success of EMU— 
a truly independent European cen- 
tral bank, modelled along the lines 
of America's Federal Reserve . . . or 
the Bundesbank. It would be told: 
- to pursue price stability, and be 
granted sole responsibility for the 
*- job. Would such a bank be sufi- 


ciently accountable? "Success in. 
































bank's 





adequate testimony to the central 


ers may be unimpressed. 
^ Regrettably, Mr Pohl shed no further 


| light on one of the murkiest questions in 






i will need to be placed. on national fiscal 
“policies? The Delors report talked of fis- 












-. governments to plan their budgets jointly, 
| EMU would strengthen the centralising 

_ forces within the Community, and add to 
the power of Brussels at the expense of na- 
tional governments. Some may regard this 
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The Bundesbank's president is unim 

plan for European monetary union (E 

tary policies is not the wa ? forward. However, competition of a differ- 
EMU is to succeed 


ensuring price stability should be taken às 


accountability,” Mr Pohl reckons. Thus 
|| “speaks a German central banker; constitu-. . 
tional scholars, elected legislators and: vot 2a 


|| the EMU debate—what restraints, if any, 


3 ay co-ordination and convergence: 
If this required frequent meetings among | 


as desirable in any case, whereas others 





The competing-borrowers approach to EMU 


ressed by Britain’s alternative 
MU): competition between mone- 





object t to any furi loss of adiu SOV- 
ereignty. Political desirability aside, is fis- 
cal co-ordination necessary? Mr Pohl says 
that “rules of budgetary discipline” might 
well be needed to supplement self-re- 
straint and market discipline, but he does 
not say what sort of rules. | 

The issue is this: after EMU, govern- 
ments may overborrow. At present, one 
of the restraints on their freedom to do so 
is the fear that too much borrowing will 
cause their currency to depreciate. That 
fear disappears, along with the currency, 
on the day of EMU. What might take its 


Mi iter Beats 


lieves that after EMU governments would 


the chosen maturity, Britain borrows a 


than LIBOR. Germany has not borrowed at 









place, however, is a different form of mar- 
ES discipline. Mr Graham Bishop, an 
economist in the London office of Salo-: 
mon Brothers, an investment bank, be- 

















have to compete harder for the best bo 
rowing terms, and that this would bridge 
the discipline gap left by the disappear 
ance of exchange-rate uncertainty. — 
As Mr Bishop points out, the market. 
already discriminates between Europe's 
sovereign borrowers. The chart shows th 
rates that governments face when borro 
ing on the Eurodollar market (where cur 
rency risk, obviously, is not a factor). A 


























20 basis points less than LIBOR (the rate a 
which banks lend to each other); Ireland 
and Portugal pay seven points more than 
LIBOR, a gap of 27 points. The Bank of 
Greece has to pay nearly 50 points more. 














this maturity, but the gaps correspond, by 
and large, to the credit ratings 
given to EC governments. : 
After EMU, the focus of sover- 
eign-credit analysis among EC mem- 
bers would shift. Current-account - 
imbalances, which carry a warning 
of currency changes, would no: 
longer count. Attention would’. 
turn to budget deficits, accumu- 
lated public-sector debt and the: 
ability to service that debt. As a re- 
sult, the sensitivity of interest-rate 
spreads to government borrowing 
would probably i increase. 
Rules to assist this market disci- 
pline—as distinct from rules that 
aimed to replace it—would also be 
necessary. The EC would have to in 
sist on the free movement of capi 
‘tal, on full disclosure of the matu 
rity structure of government debt 
and on no bail-outs for the insolvent o 
illiquid. Mr Bishop also suggests pruder 
tial rules on the minimum average matu: 
rity of debt and on the proportion of deb 
issued at floating rates. New prudei 
rules might be applied to private holde 
of public debt, requiring them to keep 
diversified portfolios. And there would be 
a case for forbidding the central bank ever 
to buy public-sector debt (instead it could 
control the quantity of money by dealing 
in private debt, like the Bundesbank). - 
None of this has anything to do with 
co-ordination of budgets or regular meet- 
ings in Brussels. Instead of basing EMU on 
competing currencies or competing mon- 
etary policies, the Community would base 
it on the combination of an independen 
central bank and competing borrowers. 
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Bangers and cash 


MPRESSIONIST pictures, with a few 

honourable exceptions, passed their 
sell-by date at the end of June. A series of 
disastrous sales at Sotheby's and Chris- 
ties in London drew comparisons with 
the 1987 stockmarket crash. Art dealers 
looking for omens should have kept a 
weather eye on the classic-car market. 

Back in May, at car sales held in Mo- 
naco, enthusiasts and investors were more 
eloquent than extravagant following a 
year in which most classic cars had risen 
by at least 150% in value. "Very few auto- 
mobiles were ever endowed with so much 
harmony, balance, poise, potential and 
sex appeal," said one authority about a 
1962 Ferrari which made a much-trum- 
peted record of more than $10m. It was 
conveniently forgotten that the estimate 
for the sale had been around $15m. In 
some classes three-quarters of the cars re- 
mained unsold, pre-empting the London 











company run by just two men, Mr Farrow 
and his partner Mr David Clarke, whose 
management company drew fees from Pyra- 
mid on the basis of the growth in the soci- 
ety's assets? And why did the government 
exempt the Farrow Corporation from 1986 
legislation designed to prevent just such an 
arrangement? 

The simple answer is that Mr Cain's 
government is not corruptly ill-intentioned, 
merely inept. This debacle is the latest in a 
series to blight the eight-year-old Labor ad- 
ministration in Victoria. The State Bank of 
Victoria now has a bad-loan exposure of 
A$1.5 billion; its merchant bank, 
Tricontinental, is in receivership. Two state 
development corporations formed to ven- 
ture where banks fear to tread have together 
lost A$220m. And last year the net interest 
on Victoria's debt soaked up a fifth of the 


states  revenue—twice the level in 
neighbouring, Liberal-led New South 
Wales. 


Mr Cain now blames the tight money 
policy of Labor’s federal treasurer, Mr Paul 
Keating. More practically (though belat- 
edly), he says that weak building societies 
from now on will have to merge into stron- 
ger units, or be absorbed into the more 
tightly regulated banking system. 

All that is too little, too late for Vic- 
toria's long-suffering taxpayers, summoned 
to pay for yet another financial mess. The 
obvious lesson is that Mr Cain and his band 
of administrators are ill-suited to be eco- 
nomic interventionists. The voters, how- 
ever, will have to wait another two years in 
order to be able to inscribe that lesson on 
their ballot-papers. 
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art sales. The cars have stayed put—all 
revved up and nowhere to go. 

Car-freaks face other problems. 
Though they never complained when the 
market was booming, they are now suspi- 
cious of price manipulation and false re- 
porting from auctions in a market with no 





Off for a spin 








New York’s banks 


Huddled masses 


NEW YORK 


AGS might say that America’s 
merger mania is about to reach its re- 
ductio ad absurdum. If there are no big in- 
dustrial companies with a taste for mega- 
takeovers left for banks to finance, then big 
banks have to acquire each other to stay in 

the business. 
In New York, where the absurd passes 


Yearning to be polished 











code of practice. One London dealer cites 

a recent auction at which two Ferrari Day- | 
tonas were claimed by the auctioneers to | 
have been sold at around $500,000 each. | 
The market was taken for a ride—in fact | 
the cars were offered to another auction 
house the next morning, having never 
been sold in the first place. 

Some retain their optimism. Coys of 
Kensington, a London auction house, is 
backing an investment fund, Automotive 
Classics, which invites minimum invest- 
ments of $25,000. In September 1989 the 
fund paid $5m for a pre-war 2.9 litre Alfa | 
Romeo. Coys now values it at over $7m. | 
That is a figure viewed with some scepti- | 
cism by other dealers, who suggest that | 
$2.5m is more realistic. | 

The past few years of heady growth in | 
both the classic-car and art markets may | 
soon be a distant memory. Buyers do not 
want to be made mugs of, and nor do auc- 
tioneers want any more crashes. It was a 
nice little runner, but not all the owners | 
were careful. 





daily for the commonplace, takeover talk for 
the hometown banks fills the air. Chase 
Manhattan, Chemical Bank and Manufac- 
turers Hanover, all born of mergers, are 
again being touted as prospective candi- 
dates. True, American banks are already 
merging at a rate of several hundred a year. 
Yet New York's banks include some of 
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2 America $ [OE most Taeko a 


“most fiercely independent. Along with 
Chase, Chemical and Manufacturers Hano- 
ver, the likes of Citicorp, J.P. Morgan and 
Bankers Trust make up six of America's ten 
largest commercial banks when ranked by 
assets, Surely, these aristocratic creatures 
are more cut out to be acquirers than 
acquired? | 
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i piwides | no 
rating quality 
Yeir loans for 
ts—including 
ji, Mr Donald 

r of his $2 bil 


loans are on the 

















lion in outstanding ? 
books of just four New York banks, 
Citicorp, Manny Hanny, Bankers Trust and 
Chase. Furthermore, economic sluggishness 
in Americ means that there will be little 
growth in new loans or in the kind of fee- 
| iat drove so: much of-the 
siness in the late1980s. - 

^a group, the seven big New York 
banks have the worst returns on assets and 
capital of any geographical grouping of the 
32 money-centre and regional banks that 
-are followed by Montgomery Securities, a 
San Francisco firm of stockbrokers. The 
New York banks' return on assets is just 










Citibank in Japan 


0.51%, one-third of the average of the 3 | 


banks; their 12.396 return on capital is four- 
fifths of the average. 


As with all big banks, the New Yorkers 
are trying to put some zip back into that less 


than impressive performance in the only 


way possible in a stagnant market: by cut- 
ting costs, Sackings—“headcount reduc- 


tions” in the banks’ preferred euphemism-— 
have become. widespread. J.P. Morgan, for 


instance, has cut its staff from more than 
15,000 at March last year to less than 14,000 
today. The number will probably have fallen 
to 13,000 by the end of the year. Chemical 
Ban! t shed 900 jobs in the first quarter of 
this year. Manufacturers Hanover recently 
announced that by creating one global bank 
out of its investment, international and còr- 





ing made redundant. Many staff beneath 
them are also likely to go. 

Though Bankers Trust is 
reorganising itself, the most dramatic plans 
are those of Chase Manhattan.. The an- 
nouncement late last month of the early re- 
tirement of Mr Willard Butcher, who will be 
replaced in October as the bank’s chairman 
and -chief executive by Mr Thomas 


Labrecque, allowed the new man to reveal - 


A tale of tellers in distant places 


TOKYO AND NEW YORK 


Retail bankin; 


, says America’s Citibank, is like the petrol-station business: 


you've got to have your pumps in all the right locations. In Japan, the best 


spots are hard to get 
JELKE Citibank, you aspire to being a 










ble to pump wherever there are wealthy 
viduals. Japan has those aplenty, while 

tS retail banking remains relatively back- 
ward. Yet there are lots of hurdles for new, 





“and particularly foreign, entrants. Japan has 


sky-high land prices. Setting up even a mod- 





B tying a branch network is prohibitively ex- 


the past four years relative to the Tokyo. 


| ‘stockmarket, the share prices of Japanese 


-ban 





still sell on price/earnings ratios of 


“more than 50. The shares of any bank that _ 


was the subject of foreign interest would 
swiftly acquire a xenophobia premium that 
. made i it dearer still. 

. All of which has made it difficult for 
| Citibank, which first came to Japan in 1902, 
uild a branch network big enough to 
_take°on the heavy battalions of Japanese 
banking. But that is what it has been saying 






for five years that it wants to do: Its nine 


‘branches—in Tokyo, Yokohama, Nagoya, 


‘Kobe and Siar feeble against the r 


. global consumer bank, then you have to- 


vest branch leaves no change from $50m. - 


e. Despite having fallen by 48% over 


several hundred that che locals can deploy. 
Even if Citibank meets its target of opening 
four or five branches a year for the next de- 
cade, it would have a network only 50- 
strong. 

Citicorp's retail bankers GaSe nA 
marketing and market share, and particu- 
larly the need for a dominant share of cus- 
tomers in any given market. The men who. 
run the consumer-banking business came to 
it from companies that marketed things y you 
could. smell, touch or eat. Citibank’s. top 





former Exxon executive; his head-office 
boss, Citicorp's president, Mr Richard 
Braddock, was from General Foods. 
In. order to get access to customers it 
cannot afford to reach directly,” Citibank 
has been willing to cut opportunistic deals 
in Japan. with local partners. After being 
blocked in 1986 from taking over Heiwa 
Sogo, a troubled 100-branch mutual bank in 
Tokyo, Citibank then tied up with the 





postal-savings system the following year so - 


as to provide foreign-remittance services 
through s some 2 000 Q post offices. 





emergence of. tantalising speculati ) 


l between banks from the same regioni o: 
-grounds that they allow large-scal cos 


- and slimming of branch networks | 
_ ing operations and computer syste 
takeover of Irving Trust in 1988 by 
- New York cut the two banks’ corr 


year. That freed more than $100m 
; higher loan-loss provisions. " : 


| and determined. consolidation... , 
porate banks, ten. of. the 17 highly-paid off- ^ 3 f 
cers who ran thá three departments were be- 


ius . why such consolidation cannot be done 
requires ruthless self-discipline on the p 


of management. That is not an attribute. 


-bank to open a second brani 


Citibank may also hold the Japanese be 
-hand in America, where it has i 
outside California. | | 
man in Japan, Mr Masamoto Yashiro, isa — 


-product after another. It offers unJjapan 
"luxuries like cheque books and mu 


money by telephone. Typical of the inn 
tive product that the American bank 
bringing into Japan is its CitiGold accou 
‘which is meant to attract individuals wi 


«Count with many of the privileges 
€ found. only i in prive banking," the 









































plans for $300m "ue of ekige 
wal as for the loss of 3,200 jobs w 
year. Mr Labrecque has also tolerat 


merger for Chase. 
Bankers are starting to justify me 


ting, particularly through the co 


erating costs by an estimated one 


Realising such savings requir 


days chew up an see e $ 
banks’ expenses. There is rarely a 


which bankers have been noted: in recen 
years. Perhaps that is. why, according t 
study by FMCG Capital Strategies, a const 
tancy, four out of five of the 400 big; 
bank mergers in the 1980s failed. | 


Two new deals offer much more scope. 
Tha first deal is to get access to BANGS, the 
20,000-machine automated-teller network. 
run by Japan’s big commercial bank 
known as city banks. The second is an agree 
ment with Mitsubishi Bank, Japan’s fourt 
largest city bank. Mitsubishi has branche 
up and down the country, but a dearth € 
ideas about how to deal with its darkeni 1 
deregulated future. 

Mitsubishi Bank has offered to ri 
space in its new office in Osaka to al 


second-biggest city. Provided a deal ca 
done on rents, Mitsubishi will als 
accommodation at ten other locatior 
Osaka and Tokyo. In exchange, Citi 
will help Mitsubishi to learn- how to m 
customers' needs with à battery of prod 


In Japan, Citibank bus stunned 
bankers by introducing one flashy 


rency accounts, not to mention su 
dane conveniences as being able to trai 


¥30m ($200,000) or more on deposit 
combining the facilities of a regular ba 
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m nme 


Citibank’ $ liaison with Mitsubishi had 
inexpec iatchmaker: the Ministry of 
ice. Its bureaucrats have bent over 
vards to make life easier for Citibank 
apan. It has allowed Citibank to open 
; branches at a faster rate than local 
s. For the Mitsubishi tie-up, it has 
waived its usual restrictions on banks shar- 
ing premises. The ministry hints that it will 
no longer expect the banks to submit every 
new product or service for long-winded ap- 
; oval. It will also probably soon allow 


FTER six months of silence in the 
: hope that interest rates had peaked, 
“there has again been chatter in Tokyo 
,money markets that the Bank of Japan 
“might soon raise its discount rate. This 
; would be the fifth rise in little more than a 
-year and would bring the rate to its high- 
yest level since 1983. If the talk turns out to 
-þe right, investors in the Tokyo stock- 
; market should be worried. 

... The chart helps explain the chatter. It 
was a sharp rise in long-term government 
bond yields at the turn of the year that 
prompted the Nikkei index's 2796 tumble 
n January-April. When the stockmarket 
ied in May it was helped by a drop in 
-yields which made equities look more at- 





gested that inflation might be becoming 
ess of a worry. But in the past few weeks 
nd Urs have started to z pame CC 
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ractive relative to bonds, and also sug- 


á 


Citicorp to issue securities, backed by pools 
of credit-card assets, of the kind that i is ta- 
boo for Japan’s banks. 

The sudden warmth of feeling is not 
altruistic and has drawn barbed comments 
from - Japanese bankers about "reverse 
discrimination". Yet Japan's tightly-knit 
banking world is set up to become one of 
America's keenest sources of trade griev- 
ance. That is why finance-ministry officials 
in Tokyo have been buzzing around Citi- 
bank, keen to present it as an example ofa 
foreign institution that is. succeeding i in the 


portentous as in early January, when the 
ratio between long-term bond yields and 
stockmarket earnings hit an unprece- 
dented 3.8. But, as the top chart shows, 
that ratio has been moving higher again 





to become the. financial equivalent of West 


oscillated around 32,000, generally rising 
when the yen revives against the dollar 
and sagging when it slips. The currency 
has been taken as a leading indicator for 
interest rates and inflation: if it falls, infla- 
tion will be imported and rates may have 
to rise to support the yen; if it rises the 
pressure eases from both. À rise in the dis- 
count rate—or the strong prospect of 
one—would send the Nikkei sharply 
lower, but not because it implied a slow- 
down in Japan's economy. The reason is 
that it would suggest that monetary 
growth was due to slow. Abundant liquid- 
ity provided by a loose monetary policy 
was a main reason for the market's 
strength in 1985-89, so tighter money 
turns that into reverse. 


of money is diminishing faster than most 
economists expected. This is lapan's cur- 
rent-account surplus, which fell to $46.3 
billion in the year to May, less than half its 
peak set in 1987. Every month for the past 1 
year has been said to presage an imminent | 
revival in exports and in the overall sur 4d 
plus. But still it falls. e 





Ye ket. Citibank is therefor ikely 





Germany's BMW, which Japanese trade offi- 
cials have held up as a shining example of 
foreign penetration of Japan's reputedly 
closed market. 

As the biggest aud most politically 
adroit of America's commercial banks (and 
the last of 83 foreign banks in Japan still in- 
terested in retail banking), Citibank is an 
obvious target for finance-ministry atten- 
tion. Moreover, Citibank’s influence 
reaches right into the White House. During 
their impromptu summit at Palm Springs in 
March, President Bush urged Mr Toshiki 
Kaifu, Japan’ s prime minister, to ensure that 
no further obstacles were strewn in Citi- 
dup s path the next time it wanted to buy 
an ailing Japanese institution. The message 
was swiftly relayed to Japanese bankers. 

The leaders of Japan's big city banks 
have since become discreetly more accom- 
modating. After months of shilly-shallyi 
they have allowed Citibank to join their 
BANCS network for electronic clearing of 
payments. Citibank will pay ¥115m for the 
privilege, along with a standing charge of 
Y4m a month and a X50 commission each 
time one of its customers uses the system. 
Given the way in which Citibank has used 
its card and other technology-based busi- 
nesses at home to build America's leading 
consumer bank, this could prove to be that 
rarity in lapan—a great bargain. 








along with yields, as the Nikkei has re- 
gained a third of its losses. 


In recent weeks the Nikkei index has 


One of the biggest sources of that flow 
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SCIENCE AND TECHNOLOGY 


The next waves of asbestosis 


NEW YORK 


N EVERYDAY tale of health-conscious 
folk: workmen renovating the vice- 
presidential mansion found crumbling as- 
bestos sheets near the vents that pumped 
heat and air conditioning into the three 
Quayle children's bedrooms, so the young- 
sters were moved in to share their parents' 
` aping quarters. The bedrooms will soon 
fit for habitation, but the asbestos prob- 
lem as a whole is unlikely to be so easily 
solved. A recent conference suggests that it 
is even worse than previously thought. 

Sponsored by the Collegium Ramazzini, 
an international group of environmental 
and occupational-health scientists, the con- 
ference in New York was awash with judges 
and lawyers, as well as practising doctors 
and researchers. Small wonder. There are 
some 7,000 asbestos-related lawsuits on the 
docket of the Philadelphia Court of Com- 
mon Pleas (a state court) alone, and many 
thousands more in other courts both in 
America and abroad. 

Twenty or more years after exposure to 
asbestos, workers can develop asbestosis—a 
lung disease that causes chronic shortage of 
breath—or various forms of cancer. It was 
not until the 1920s that the first big wave of 
injuries came along. By that time asbestos 
mining and milling had become a big indus- 

The mineral was being used in cement, 
uiv proof fabrics for blankets, theatre cur- 
tains and clothing, brake linings and boiler 
insulation, among other things. A second 
and larger group of victims was affected in 
the second world war, when millions were 
exposed to the microscopic fibres in fac- 
tories and shipyards or while serving at sea. 

As thousands of buildings containing 
asbestos—in pipes and cement, on steel 
girders and in other nooks and 
crannies—age or are remodelled or torn 
down, a third and still larger wave of disease 
is being predicted. In America this third 
wave is expected to crest in about 2002. Sev- 
eral studies presented at the conference sug- 
gest that it is already swelling up. At George 
Washington University in Washington, Dc, 
for example, Dr Laura Welch and her col- 
leagues examined the chest x-rays of 8,500 
Americans who have worked in the sheet- 
metal trade for more than 20 years. Asbestos 
is not a material that these workers use 
themselves. Yet the x-rays of almost half of 
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those who were installing heating and air- 
conditioning ducts when it was the practice 
to spray structural steel with asbestos 
showed early signs of asbestos disease. 

That practice. was largely abandoned 
about 20 years ago. So it was even more sur- 
prising that the x-rays of younger sheet- 
metal workers showed almost as much dam- 
age. It did not seem to make much 
difference how the asbestos in a building 
had been applied, as long as friable asbestos 
(which crumbles when. touched) was 
around. Other groups are also at risk, ac- 
cording to.evidence presented at the confer- 
ence. Among them are fire-fighters who en- 
ter buildings to knock down dangerous 
debris, as well as workers who install cable 
for television cameras, computers or tele- 
phone lines and who disturb hidden asbes- 
tos. Such people can protect themselves by 
wearing respirators. But many—according 
to speakers at the conference—are unaware 
of the danger and so do not. 

The International Agency for Research 
Against Cancer reckons that there are 
about 3,000 uses for processed asbestos. All 
sorts of people come across it at work with- 
out realising it. For example, since the mid- 
1980s Dr Cesare Maltoni of the Institute of 
Oncology in Bologna has identified 83 cases 
of a cancer called diffuse malignant meso- 
thelioma among employees of the Italian 
state railroads and other workers (among 
them restaurant-car workers and a mail 
sorter) who regularly work on its trains. 

This form of cancer, which attacks the 
lining of the lungs, heart or abdomen, typi- 
cally takes 30-40 years to appear, but then is 
usually soon fatal An almost infallible 
marker of previous contact with asbestos, it 
was once a medical rarity. But in America 
alone it is now causing about 2,600 deaths a 
year. Unlike ordinary lung cancer, which is 
an even more widespread result of exposure 
to asbestos, and is especially common 
among people who have also smoked, meso- 
thelioma is found with equal frequency 
among smokers and non-smokers. 

Although they are mainly occupational 
hazards, asbestos-related diseases sometimes 
attack people who are only tangentially 
e uch as members of workers’ 
households. Dust brought home on the hair 
or clothing of those who picked it up on the 





Not always so easy to spot 


job accounts for such later cases of so-called r | 
"bystander disease". Cases have been | 
documented in Italy by Dr Maltoni and in d 
America by Dr Irving Selikoff at New York — 
| 
| 





city's Mount Sinai School of Medicine. 

Because most of America's 107,000 or 
so primary and secondary schools 1 
asbestos, a law passed by Congress in 1986 — 
requires state and local educational authori- _ 
ties to find it. This does not necessarily - 
mean remove it. More often than not, ac- — 
cording to the Environmental Protection — 
Agency (EPA), it is safer to leave the offend- 
ing mineral where it is and have specially 
trained workers contain it. 

The aim of such control programmes is 
to prevent a fourth wave of asbestos victims 
among Americans who are now children. — 
Some school districts have been slow to . 
comply, others have yet to start; and still — - 
others are threatening to discontinue their  . 
efforts (the costs have usually to be met by 
local property taxes) Nobody will know 
how successful the strategy will be for an-  .— 
other 20-40 years. ^ 

However things turn out for America’s — 
children, the chances are that there is going ‘ 
to be a fourth wave elsewhere. Accordingto _ 
Dr Philip Landrigan of the Mount Sinai 
School of Medicine, for example, firms in 
New York city have found it so hard to re- — — 
cruit Americans for demolition jobs l 
they have turned to recruiting in Po » 
where the hazards of the mineral have been. 
less well publicised. 

In August the EPA will begin a seven- 
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ear pm to phase out most cf the remaining i 
ses of asbestos. The Canadian asbestos in- 
lustry (owned mainly by the Canadian gov- 
'rnment and the provincial government of 
Quebec, where the asbestos mines are) is su- 
ng the EPA to overturn its plan. Canada is 
he West's largest producer of asbestos, for 
hich its main customer has been America. 
laving seen the writing on the wall, it has 
tepped up exports of the mineral to devel- 
ping countries—which are ill-equipped to 
eal with it. pi 

A widely quoted article that appeared in 
n American Journal, Science, in January ar- 
ues that chrysotile—the type of asbestos 



















es the bul of Canada's production—is 

t the. dangerous stuff its critics say. lt 
hat were true. But the claim 
cted at the New York 
irded as questionable 
among others—both America's Envi- 
mental Protection Agency and its Na- 
ional A cademy of Sciences. The true an- 
wer, whatever - it is, will. be found on 
omorrow' $ s death certificates. 














































NE of the first achievements of artifi- 
| cial intelligence was a psychotherapy 
program called ELIZA, invented in the 
] early 1960s by Dr Joseph Weizenbaum of 
] MIT. ELIZA listened to patients and asked 
] them questions—exploiting the predict- 
|. able patterns of therapists talk in order to 
|] appear intelligent. ELIZA's trick (or Dr 
| Weizenbaum's) is to look for a few key 
wotds, or patterns of words, and turn 
them around. in standard ways, or ask 
standard questions about them. 

Often it came out fine: 
Patient: I feel tired. 
Eliza: Tell me more about such feelings. 
Patient: I’m not alert. 


¿1 Eliza: Did you come to me because you are 
not alert? . 


But the patterns of dumb word-spotting 
could also easily reveal. themselves for 
what they \ were: 





| Eliza: Are you saying no just. to ‘be negative? 
Patient: Not atall. — 
Eliza: Please don't repeat yourself. 
Patient: I’m not. 
? Eliza: Did you come to me Decius you are 
not! : 
. Patient: Not what? 
Eliza: Why do youask! = | > 
Patient: Now I'm really confi sed. 
Eliza: How long have you dn really 
confused? 3s 











“The Hubble s space e telescope 


merica and which consti- 


itane in NASA 


BE since the Hubble space telescope 
opened its one giant eye in April, the $2 
billion cyclops has caused. trouble. Now it 
turns out that the eye is myopic. One of the 
Hubble’ s two mirrors has a "spherical ab- 
erration"—meaning that the whole mirror 
is mis-shapen. So the two mirrors cannot 
work together to focus light clearly, and the 
telescope's vísion is blurred. Its sensitivity to 
visible light is so impaired that in this re- 
spect it is no better than a telescope o on the 
ground. 

The exquisite perfection of the: mirrors 
was made much of by NASA in April. If they 
were the size of America, NASA’ ‘said, their 
biggest blemishes would be "mountains" 
just 4cm high. That may well be true, but a 


gross defect in shape is much worse than a 


mere pimple. The height of the mountains is 
irrelevant when the continent as a whole 
looks more like Asia than America. 

Dr Lennard Fisk, a senior administrator 





The early model 


better way. Last month it | put its new psy- 
chotherapy program on trial in a Prince- 
ton clinic. Unlike ELIZA, it is a serious try 


. at mechanised therapy rather than an ex- 


periment in computer research. - 

The program asks the patient to define 
his problem by picking it out from a list, 
rather than by exp laining it in his own 
words. Menus ask: “Is what's causing you 
Stress your family life/work life/academic 
life iet ! Suppose. the patient plumps for 
5 “family life”. The computer goes on to ask 


~ “Ss the problem that you have too many 


arguments/you are losing control of your 





| o dren/ your partner is having.an af- 
E fair. ;d as So the program avoids have 


are not very good at. People do. not mind 






cleverly enought to compensate ior che o 
This is possible, but doubtful. Dr James 
Westphal of the California Institute of 
Technology, who has a great deal of experi- 
ence in image-processing, thinks that such 
reconstruction would be of limited value. 
.— There are two ways in which the Hub- 
ble’s myopia could be cured: completely. 
NASA could either replace the mirrors or fit 
the telescope with glasses. It has ruled out 
the first because that would involve bringing 
the telescope back to earth, which would 
risk damaging or contaminating it. The sec- 
ond is easier to do. The Hubble project's 
budget already includes some space-shuttle 
visits, planned for 1993, 1996 and 1997. 
These missions were to replace the tele- 
scope's interior cameras with newer ones 
which are currently being built. NASA now 
plans to change the way these new ins 
ments focus to compensate for the abe... 
tion. In effect, the altered cameras will serve 
as lenses to correct the Hubble's vision. 
The 1993 mission will carry the first of 
these refitted cameras. NASA may attempt 


e arde e: 
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ing to try to undecand language—the 
fence at which ELIZA fell. At the end of the 
session the patient is presented with a 
printed summary of what is wrong with 
him, and what to do about it. 

This may lack the human touch, but 
Dr Roger Gould, the psychiatrist who de- 
veloped the program (and who is part- 
owner of Interactive Health), claims that 
in some ways computers make better con- 
fidantes than people. They do not have 
bad moods, never get bored and don’t 
raise an eyebrow even at the most embar- 
rassing of revelations. Best of all, they are 
cheaper. A hard-pressed doctor “does not ... 
want to open up a conversation that wil 
eat up an hour and a half of his time”, 
according to Dr Gould. Put a computer in 
his back room and the patient can have a 
go on that instead. 

An earlier program ae Benawi 
Health has been in use in a hospital in 
Cambridge, Massachusetts, for two years. 
Dr Richard Fitzpatrick, who runs the 
project, admits that it has limits. It cannot 
treat the seriously ill, nor spot a lie—and 
it is no use at all to a patient who cannot 
read English. Chats with the computer 
need to be followed up by a person, who 
can encourage the patient to deal with his 
problem: quickly—something computers 
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confiding in machines, but they hate be- 
ing bossed about by them. 


E Ens MM oni Knee Based Sys- 
tems, by D.M. Cleal and N. Q. DEO: Ellis 
Horwood, 1988. 
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the replacement sooner, but a fully booked 


shuttle schedule and estimates that it will 
take 2'4 years to build the first replacement 


camera make this unlikely. Even after 1993 
the remaining instruments will still not work 


properly with the misshapen mirror; only: 
when all are replaced, presumably by 1997, 


will the telescope perform as expected. 
_. Until then, what can the telescope do? 
Thé most highly publicised instrument, the 
wide-field rupit camera, is. virtually 
blind. It will be the first to be replaced. The 
‘camera was to have taken unprecedentedly 
clear photos of planets, galaxies and stars. : 

This means that both the search. fc 





planets around other stars and the Medium | 
Deep Survey, a plan to take random photos | 
of nearby galaxies, will be stalled until new 


: cTipment arrives. An effort to determine 
- .. Hubble constant, a number which could 
"heip fix both the age and size of the uni- 
verse, will now take longer than expected. : 

Yet there is plenty that the Hubble can 
still do. NASA is postponing those | projects 
that depend most heavily on the mirrors’ fo- 
. cus and bringing forward those for which a 
precise focus is less important. For example, 
the Hubble can still productively examine 
how the light from quasars is scarred by its 
passage through intervening galaxies. The 
scarring provides hints about the compo- 
sition of those galaxies. 

_ Observations of ultraviolet light will be 
less affected, because in that respect a misty- 
eyed Hubble is still streets ahead of anything 
else. Such observations are impossible from 
earth, because the ozone layer blocks Uv 
rays from the stars. There will even be a lim- 
ited amount of visual imaging. Like all pa- 
tients with weak eyes, the telescope will have 

to be careful where it looks. It should be able 
.to examine isolated objects. in » uncrowded 
"parts of the uy es 









But the Hubble will not live up to 


expectations until it gets its glasses. 


How did its ailment pass unnoticed? 
The mirrors’. manufacturer, Hughes 
_ Danbury Optical Systems (now, but 
“not. then, a subsidiary of General Mo- 
tors), will not concede that the prob- 


dard Space Centre in Baltimore, sug- 


mirror individually was faulty. 

Vhy were the two mirrors not 
sted together (which would have re- 
ealed the mismatch)? 


| such a test because it would have cost 


would have needed to build both an 
. enormous vacuum chamber and a 
large flat mirror of the same quality as 
the Hubble's own in order to reflect 
perfectly parallel light into the Hub- 
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The joys of green lino 


KIRKCALDY, FIFE 


INOLEUM does not just have a drab 
image, it is drabness incarnate. You 
would expect to find it in a prison, a hos- 
pital, a scullery or a barrack room, but 
not in a smart restaurant or lobby. A 
younger generation of designers and ar- 
chitects is trying to change that. Lino, 


they hope, may become trendy again, be- 
_- Cause it turns out to have many environ- 
mental virtues. The last company still 


making it in Britain, Forbo-Nairn of 


Kirkcaldy i in Fife, north of Edinburgh, is. 





y selling its product in 35 countries. 
. Lino is made from wholly natural, re- 
newable, biodegradable materials: . lin- 


seed oil, cork powder (from old bottle 


corks), wood dust and resins. The oil is 


“slowly oxidised and mixed into a jelly 


with resins to make so-called ' cement". 


The jelly-like slabs of “cement” are 


mixed with wood dust, cork and pig 


ments. Then granules of various colours 


are blended together and passed through 
rollers to produce sheets that are pressed 
onto hessian backing. Finally the sheets 
are hung in huge heated halls—the 


"stoves" —for up to three weeks to cure - 


into the finished, hard, leathery product, 
with all its other constituents built into a 
web of polymerised linseed oil. 

The wear on a thick piece of lino laid 
in 1938 suggests that the stuff can last for 
400 years. Ten-year old linoleum is actu- 


ally tougher than the newly laid, because 


the linseed oil goes on oxidising, forming 
new chemical links on the floor. This re- 


action. also. makes lino kill bacteria. In 


C NASA will not comment: 
there is a military facili 
ies with its product. Dr Stephen . . done the test. 
iran, senior staff scientist at God- - 
. Set up commissions of inquir 
ings will affect more than just or 
. short-sighted telescope: the Hubbl 
_ tively simple version of the sort of 
-ogy that would. be used in a stara 
Dr Robert 
| -sStachnik, NASA's senior staff scien- - 
“tist, says that NASA decided against ` 


ts that the equipment used to test 


» telescope’s-misfortune augur well for 


Tak dermine confidence in the administre 
. hundreds of millions of dollars: NASA . 
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Both Hughes Danbury 
























fence system. Nor does the H 






as a whole. The telescope blunder 










ability to mount large projects, s suc : 
space station or a mission to Mars. Th. 
ministration has also had to ground its thre: 


shuttles because of fuel leaks. The Hubble 
not the PR body in trouble. l 

















cleaned carpet was found to contain | 
about 1kg of dirt, mites and micro-organ- | 
isms, while lino of the same size—admit- | 
tedly a smooth-surfaced material—held | 
just three grams of dirt and mites. — 
A few years ago nobody would have = 
taken much interest in such statistics. - 
But recent work at the Clinical Research | 
Centre at Northwick Park Hospital near 
Harrow has shown the extent of allergi 
disease and asthma caused by house 
mites and their faeces. Some schools a 
well as many hospitals and clinics now 
sist on smooth floor coverings rathe 
than carpeting. i : 
There is even an old wives" "ale abc 
lino. The pungent smell of linseed oil t 


one experiment, an expanse of properly | : 


one poem has been written) is said by t t 
locals of Kirkcaldy, where lino has be 
made since 1877, to cure colds. 





















Each month our editors select three books from 
the best and most popular new business books 
iblished. Leading business writers 

nstakingly summarize the material and 

early share with you all the key ideas, facts, and 
conclusions. Professional speakers transform it 
onto a 30-minute tape. The bottom line is, you 
can master a 300 page business book while you 
drive to work, while you sit on a plane or a train, 
orin your office or study. You can listen to these 
tapes while you are walking, running or cycling. 





not had time to read? 


MONTHLY TITLES WILL INCLUDE! 
*THRIVING ON CHAOS eWORK SMART NOT HARD 
WHEN GIANTS LEARN TO DANCE eTHE 
ENERGETIC MANAGER eGROWING RICH WHILE 
YOU SLEEP eHOW TO WIN CUSTOMERS AND 
KEEP THEM FOR LIFE eWHAT THEY DON'T TEACH 
YOU AT HARVARD BUSINESS SCHOOL eiN 
SEARCH OF EXCELLENCE eGOING FOR IT «INTO 
THE DOWNWAVE eTHE TERRIBLE TRUTH ABOUT 
LAWYERS *CRACKING THE GLOBAL MARKET 
eTHE SERVICE EDGE AND MANY MANY MORE 


jusiness Book Summaries gives you: 
1. GREAT ID IDEAS, that you can use straicht away. Not buried 
in hundreds of boring papers. 
2. CONFIDENCE, having a "talking pin piee ai ofthe most 
tecent books iets you converse intelli 
3. YOU LEARN MORE AND REMEMBE LM RE, Scientific 
tesearch proves that ideas in a summary are more easily 
remembered than the same ideas buried in a book. 
4. TIME, Save hundreds of hours off your reading time. Get 
to the "meat" of a book in minutes rather than hours. 
5. MONEY, Save hundreds of pounds. To purchase the 24 
books that will be summarised in the next 12 months it 
would cost you up to £500, but would you have time to read 
them? There is nothing like Business Book Summaries. 
The Wall Street Journal has hailed this concept “An inventive 
swe to what is becoming an increasin ng ee 
nagement problem: too much to read" Our book 
3 $ cover every A of interest to any modern 
siness r .Anctud 
ANAGEMENT TECHNIQUES-Pick the brains of the best 
gers in the world. 


| NG- The 10. secrets of advertising. 
RKETING- Magical methods that get cash flowing into 
our bank socount, 
eed eel basis ples. 


e $- Take away the mystery in one evening - 


MOTIVATION- Motivate you team to bring excellent results 
facts that will get them to love your methods. 

CA ROB BLEMS- Howto so ve tham quickly and turn 

A avour, 


HIR NG-? Pick X winnings staff itii time - 14 things you did 
know... — 0 


words? of bilionaires. 


1 noth OF T THER EADING TIME 


How many of these outstanding books have you 


MASTER ANY BUSINESS BOOK | | 
IN 30 mins (NoT 30HouRS). — | 










International directory of occupational xo 
safety and health institutions D 


“F As the international exchange of information on 


Occupational safety and health questions is becoming. 


| ashe 2 important, easier access to information on 
"d n other countries is needed. It is to this end that- 


| erised directory of competent authorities, national — 
cient c and research institutes, social security | 
institutions and national safety councils in 92 countries has 
been made. It has been prepared from the CIS database, 


I and presents up-to-date information on the responsibilities 





1/10th OF THE PRICE 


eTIME MANAGEMENT. Do twice the work in 1⁄2 the time. 
*PERSONAL FINANCE- Pension plans - how to increase it's | 
value. - perks & expenses - the tax man might notwantyou | 
to know about these. 

*INVESTMENTS- 20% p.a. tax free and legal - we tell you 
e PROPERTY INVESTMENT. there are still fortunes to qs 
made, we teil you how, and where. 

"When | think of the thousands i have spent on various 
courses and seminars, Business Book Summaries are 
worth their weight in gold to me" — B.B. - Motor Dealer. 

am always sceptical about any courses or programmes, 
but after trying this for the ‘No Charge Free 2 month Trial 1 
was convinced of the time saving and educative value of 
B.B.S." — G.S., Advertising Agent. | 

“AS a lady executive in a man's world | find that it really 
disarms my male colleagues when | am more ‘well read’ 
than any of them. B.B.S. is a must for me.” — N.P., Airline 
Executive. 

"As a young merchant Banker | have acquired the wit and 
wisdom of business world legends. As | also attend night 
school | don't have much spare time - but using my 
walkman on the way to work ! get to the basics of each 
author s method quickly and simply.” — K.F., Merchant 
Banker. 

"No waffle, No Boring Bombast - You get the guts of the 
author s message. i highly recommend B.B_S. to any 
businessperson or professional." — PW, Marketing Dir. 


FREE 2 MONTH TRIAL 


| Businessmen inevery field are amazedatthe amount of time] 

and money this system is saving them. Try it for 2 months 
risk free, before you decide, You get 2 months to evaluate for 
yourself and it won't cost you a penny. Also if you respond | 
to this offer within five days we will give you a special 
discount of 50% off the normal price. if you are not fully 
satisfied you may cancel your 2 month free trial and receive | 












a full refund, 
NOTE: We furnish with a written invoice so that 
you may claim 1 against tax and expenses. 


a NM NO RISK ANNUAL SUBSCRIPTION 9" d 

| YES send me BUSINESS BOOK SUMMARIES Free 
for 2 months, plus a further 12 months (24 books) at 
only £68.95 or $125 (50% off the regular rate of 

i £139.90 or $250). | may cancel during the first 2 
months and receive a full refund. However everything 

Í i have received in the meantime is mine to keep 
regardless. 

[2 outside U.K. £20 or $35 Extra to cover 
Express Air delivery. Total £89.95 or $160). 


à SECO ERO ee eT AR : 
| AUUHESS Loos ud depen a ee eee 
I Method of payment ——— e am 

[] Ch N Visa Es Access [| AmEx | ] | 


i CardNei iti ditt iti lia dat 


Signature occu oie c LL i 
Order by Phone London 071-730 7113. 

or order by Fax London 071-730 2477 

or Mail to: BUSINESS BOOK SUMMARIES 

[O9 Eboy Street, -— London SW1 -W9Qd. 










and activities of more than 300 key organisations operating 
nthe sphere of occupational safety and health in 93 


member States of the ILO. . 
SE IN 92-2-106452-2 £15.40; US$24. 50; SF35 


| Health | insurance i in developing _ 


: by A Ron, B. Foe and G: Tamburi 





















































A timely volume describing the evolution of the social 
security approach to health insurance, from the first 
initiatives in Europe to the moe inp of the concept: 
elsewhere, It focuses on benefits and financing, and on the 
inter-relationships between the social security ja and - 
government agencies, particularly those deali 
health, Mechanisms involved in both delivery o k net heaith 
services and provider payment are reviewed, followed by 
 ananalysis of current administrative issues. Country 
profiles of health care roue in several developing 
Countries in-Asia are also presented. — 


ISBN 92-2-106475-1 £12.10; US$19.25; SF27.50 
Eurocard/ MasterCard/ Access and Visa accepted. 
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I] Trouble finding books 
from America? 
U.S. titles are now 
a phone call away. 


1-203-966-5470 
Worldwide 


1-203-966-4329 
FAX 





C 1-800-255-2665 
Toll Free U.S. 


Introducing "Book Call," the oldest 
« ‘books by phone service in the USA. Our 
staff of experienced book sellers will help 
you find any US title in print. Whether you 
S want a new bestseller or a hard-to- fi 
book, we can help. Try Book Call and 
N discover why people around the world 
turn to us for their reading needs. 


‘> *immediate shipment worldwide * Credit 
cards or checks * Ask about our special 
Sy overnight gift delivery * Receive our free 
monthly new title forecast * Mail orders 
$ welcomed * ne accounts _ 
N 









welcomed * 
» 24 hours iia sy 
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NewCanaan — 
CT, USA 06840 AS 
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; HUNGER AND PUBLI 
£27.50. To be pu 


; VERY year: tens of millions of ouis die 

of hunger or related diseases. Another 
300m 00m do not have enough food to live 
ce in a while a famine wipes out 
hundred thousand all at once. There is 
ing new in this; life has been brutish 
and short for most people most of the time. 
But now governments can do something 
about hunger. Many already have. India 
(since independence) has virtually elimi- 
nated the threat of famine. Costa Rica, 
South Korea, Sri Lanka and China, to name 












a few, have almost eradicated chronic hun- 


ger and malnutrition. 

Amartya Sen, a professor of economics 
and philosophy at Harvard, and Jean Dréze, 
a former lecturer at the London School of 
Economics, argue in this excellent book that 
countries that still suffer from famine and 
chronic hunger should adopt many of the 
policies of those which have virtually elimi- 
nated them. In short, the governments of 


even the poorest countries should (and can) 


protect and promote the entitlements of the 


very poor—and, by implication, should not. 


spend as much money and energy on other 
things. 

~The book's analysis of famines is likely 
vo create the biggest stir. In an academic pa- 
.per first published over ten years ago, Mr 
Sen argued that famines need not be caused 
by a fall in output of food. During the fam- 
ines in Bengal in 1943, in Ethiopia in 1973 
-and in Bangladesh in 1974, as much or more 





food was produced in each country as in ear- . 


lier years. In all cases a famine occurred be- 
cause the incomes or the food production of 
a relatively few people fell (a "slump fam- 
ine"), or else because food prices shot up as 
some privileged groups became richer and 
demanded more food (a “boom famine"). 
Mr Sen and Mr Dréze now argue that 
just as famines are not caused by a decline in 
the food supply, so "simply rushing food to 


the victims when they have started dying of - 


starvation” is not always the right response. 
In many cases, doling out cash to those in 
need would get food to them more quickly. 
Cash aid beats food aid when imports can 

flow freely into famine-stricken areas, and 
when private traders are better at distribut- 




















































T tion, By Raama Sen and o Drèze. “Clarendon Press 37 3 ages, | | 
ublishe by OUP in America | 


ing food Dun government or official agen- =~ 
cies. This, say the authors, happens more of- 


ten than is normally supposed. India relies 


extensively on cash-for-work programmes to 


help those without food. In most of África, 
trade works fairly freely. In Wollo, Ethiopia, 
during the 1973 famine, food was in fact ex- 


ported out of the province, suggesting trade i 


was brutally efficient. 


Cash aid has other advantages. Unlike 
food aid, it does not harm those who. sell 


food. If it stimulates trade, it may help the 
economy grow in the longer run too. The 
snag is that it is unlikely to be effective dur- 
ing a civil war, just when a famine is most 


likely. That aside, the authors are probably 


right to berate (gently) the relief agencies 


and governments for underestimating. the 


capacity of traders to move food into a fam- 
ine area quickly and efficiently. | 
The book is less convincing when it 


comes to saying how chronic hunger can be 


eliminated. The authors look at the ten 
countries which have had the biggest reduc- 
tions in the mortality rates of under five- 
year-olds in the past 25 years. Three of these 
(Hongkong, Singapore and South Korea) 
have followed what the authors call 
"growth-orientated strategies"; they have 
managed to reduce chronic hunger and in- 


fant mortality (mainly through welldirected - 
government spending) without sacrificing - 


economic growth. The other countries, (ex- 
cluding the two Arab oil-producers)— 
Chile, Costa Rica, China, Jamaica. and 
Cuba—have pursued what is called “sup- 
port-led security”; the economies did not 
grow that fast, but the governments spent a 
large proportion of resources on improving 
the health and education of the most needy. 
Since these countries have much better 
records on life expectancy and infant mor- 
tality than countries that grew considerably 
faster (eg, Brazil), the authors reckon that 
“only the existence of some remarkable 
trade-off between public support and eco- 
nomic growth would seriously undermine 
the case for extensive involvement in public 
support at an early stage of development.” 
Yet the grouping together of these five 


and the small may not be comparable a an 


of the economy is doing. In the past decade 


almost EL 


"supported" countries may not be as help- - 






She hopes so 


ful as the authors believe. Chile's econom 
is vastly different to Cuba's, and Costa R ti 
ca's is no more similar to China' s. The huge 





way. The authors also seem to ignore th 
fact that support for public welfare pro- 
grammes will depend i in part on how the ri 


both oa and Costa, Rica, oa ir 


The central message of this book i i 
endemic hunger and famines are 
able. The solution does not lie in 


* 


more food to developing countries, 
couraging them to grow more of the 
Instead, it depends on government 
ing the rights and incomes of their m 
nerable people. And the word * 
should be taken in its broadest sens: 
the authors argue, famines are mi 
likely to happen when a governmer 
countable to the people and faces reg 
elections. There is scarcely any recor 
famines in democracies; even poor 
such as Botswana, are able to avoid ther 
is public pressure on government, to 
with economic growth, that in the end 
sures the efficient distribution of food 
with luck, the end of hunger. 
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Hogging the 
limelight 


A SPARROW's FLIGHT: Memoirs. By Lord 
Hailsham. Collins; 463 pages; £17.50 


een the Thatcher years, 
Lord Hailsham has seemed as much a 
part of the British constitution as the Queen 
Mother. As Lord Chancellor, he had 
sloughed off the perky self-publicist who, as 
Quintin Hogg almost a generation earlier, 
failed to succeed Harold Macmillan as prime 
minister, He re-emerged ennobled, be- 
wigged and quaint. 

Lord Hailsham has always puzzled ob- 
servers. An unabashedly passionate Chris- 
tian with a taste and talent for hard political 
invective; a liberal Tory but an unregener- 
ate, old-fashioned elitist; a man of learning 
and depth who was always suspected of be- 
ing flashy and shallow. Some of the spiritual 
conundrums were answered in “The Door 
Wherein 1 Went", a closely argued account 
of his faith. “A Sparrow's Flight", which is 
essentially his social and political autobiog- 
raphy, is less satisfactory. Unlike the best 
political memoirs, it neither concentrates on 
the detail of his long years in government, 
nor drips indiscretion. Lord Hailsham 
scorns “the habit of keeping private diaries 


Unsurprisingly, therefore, "A Spar 
row’s Flight” sheds little new light on the 
t controversies Mr Hogg became em- 
roiled in—the 1938 Oxford by-election, 
fought on the single issue of appeasement; 
the Suez crisis; and the early Thatcher years. 
Its most interesting chapter is headed simply 
“Blackpool 1963” and concerns that leader- 
ship contest, held in the shadow of Harold 
Macmillan’s sickbed and won by Lord (Alec 
Douglas-) Home. Mr Hogg tried to persuade 
Lord Home not to stand. The plotting 
reached fever-pitch during the Tory confer- 
ence, when Mr Hogg was in boisterous form, 
and was joined by his wife and newly born 
daughter Kate. “Some odious people”, he 
writes, “subsequently tried to make out that 
I did this only to advertise my candidature.” 
There followed some classic cabal-mon- 
gering. Lord Hailsham reveals that he tried 


to persuade the other two non-Home candi- 


- dates, Rab Butler and Reggie Maudling, that 


F 


—- t 


all three should refuse to serve under Lord 
Home, passing the crown to Butler. But by 
then, Lord Home was already on his way to 
Buckingham Palace. Lord Hailsham notes, 
with typical self-assurance: "What | feel 
quite sure of is that either Rab or | would 
have won the 1964 election, and | believe 
that would have been an important con- 
stitutional event [which] . . . would have de- 


88 





No gossip here 


stroyed the Labour party". 

Perhaps. As things turned out, Lord 
Hailsham's service to the Tories was of a 
lesser order. And there is little here to sug- 
gest that he would have made a good prime 
minister. He can be a witty man. He is a de- 
vout man, and may be a good man. But the 
final message of his memoirs is unexpected, 
doubtless unintentional, and jolts: Lord 
Hailsham is not a nice man. 





America in the world 
On the up again? 


BOUND TO LEAD: THE CHANGING NATURE 
OF AMERICAN Power. By Joseph S. Nye Jr. 
Basic Books; 307 pages; $19.95 


H5 ORY, wrote Toynbee at the height 
of Pax Britannica, was something that 
happened to other people. These days many 
Americans féel the reverse: history is de- 
scending on them with a vengeance, push- 
ing them out of the way. Having won the 
victory of this century with the collapse of 
the Soviet empire, the citizens of the United 
States fear that they may be on the way to 
the dustbin while Sony and Siemens stand 
poised to inherit the earth. 

This proposition has been debated in 
intellectual circles ever since the appear- 
ance, two years ago, of Paul Kennedy's 
gloomy account of American over-stretch- 
ing, “The Rise and Fall of the Great Pow- 
ers". Now the revisionist books are appear- 
ing: Henry Nau's "The Myth of America's 
Decline", which argues that all will be well if 
America really believes in, and embraces, 
free markets; Richard | Rosencrance's 
“America’s Economic Resurgence”, which 
contends that a really sharp recession will 
soon bring America to its economic senses; 
and the book that most clearly takes on Mr 
Kennedy on his own wide historical turf, 
that of Joseph Nye of Harvard. 


a wld ; "s C ti | NS. 123 au - "TN rV mo > S. D ENT " 
BOOKS AND ARTS 
British politics Mr Nye marshals his wide grasp of his- 


tory, politics and economics to produce a 
compelling book. He argues, persuasively, 
that power is best understood as the ability 
to manoeuvre through complex networks of 
actors and to effect one's will in complicated 
arenas. The crucial question, he says, is not 
"How much power?" but “Power for what?" 
If one's goal is survival as primus inter pares 
in an interdependent world, the United 
States is well-positioned indeed. 

Alone among the world's nations, the 
United States bears all the indicia of power: 
abundant natural resources, strong military 
forces, a huge and vibrant market economy, 
high technology and a universalist ideology. 
But, says Mr Nye, “‘it has far less leverage on 
the system as a whole." The good news, 
then, is that American power is not dimin- 
ishing; the bad news is that it never had that 
much to begin with, and that it increasingly 
faces the diffusion of power to more a 
smaller countries. Even at the heyday of ... 
ostensible hegemony, Mr Nye argues, the 
United States did not have unfettered dis- 
cretion over the conduct of western affairs. 
Ask Fidel Castro. 

Mr Nye is strikingly sanguine about 
America's ability to get its house in order, 
bypassing the harrowing jeremiads of those 
who argue that the economy is fast ap- 
proaching the point of no return. America 
is in a good position, he says, to reap the 
benefits of "soft power resources": the 
attractiveness of its society and way of life, 
and the supremacy of its liberal internation- 
alist ideology in such institutions as the EC, 
the OAS and the IMF. Ironically enough, this 
ideology was fuelled in large part by a cru- 
sading strain in American foreign policy- 
making that has lost much of its thunder 
with the demise of the Antichrist to the east. 

Americans have long seen their history 
as a grand narrative, a saga of struggle on 
triumph. Now they are learning that hist 
also speaks in prose, and that its gramma: is 
notoriously shifty. History is now, as ever, 
full of surprises—the collapse of commu- 
nism, the persistence of nationalism, the 
environmental challenge of growth—and 
perhaps the durability of American 
strengths and beliefs will be one of them. 





Philosophy 


Ayer's watch 


THE MEANING OF LIFE AND OTHER Essays. 
By A.J. Ayer. Weidenfeld & Nicolson; 212 
pages; £17. Forthcoming from Scribner’s 


NE May evening in 1988 Britain’s most 
distinguished philosopher tossed a 
morsel of smoked salmon down his throat 
and choked. His heart stopped, but fortu- 
nately he was revived some minutes later (he 
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was in hospital at the time, recovering from 
pneumonia). In those twilit minutes he 
dreamed—or saw—something which he de- 
scribed in an essay that the Sunday Tele- 
graph saw fit to entitle “What I saw when | 
was dead". He did not, however, learn the 
meaning of life. Philosophers of his school 
do not allow themselves such pretensions. 

But. even though  transcendental 
enlightenment was not granted him, Ayer's 
dream (or vision) could probably have come 
only to a philosopher. He was confronted by 
a bright and painful red light, which he took 
to be responsible for the governance of the 
universe, and two ministers who were in 
charge of space. Unfortunately, the minis- 
ters had failed to do their job properly and 
space was out of joint, "like a badly fitted 
jigsaw puzzle". This had caused the laws of 
nature to break down, and Ayer resolved to 
try and put things right. Remembering that 

Einstein's general theory of relativity, 

_ ace and time are treated as one, he hit on 
the idea that the problem with space could 
be resolved by tinkering with time. He 
waved his watch around in the hope that the 
space-ministers would realise this too—and 
then he woke up. 

A carelessly worded sentence in this es- 
say apparently led many of its original read- 
ers to believe that Ayer had become less 
sceptical about the notion of life after death. 
This was far from truth, and he later pub- 
lished a "Postscript to a Postmortem” in the 





Spectator to set the record straight. Like his 
intellectual antecedent, David Hume, who 
was implored to recant on his death-bed by 
the intrusive Boswell, Ayer died— really 
died, in 1989—with his unbelief intact. 

The title-lecture of this posthumous col- 
lection explains and justifies the unbelief. It 
is demonstrated that morality does not de- 
pend on religion (using a powerful argument 
from Plato’s “Euthyphro’’); belief in God, 
gods and afterlife is neatly dissected and left 
dismembered on the laboratory bench; the 
notion of a "meaning of life" is argued to 
amount to no more or less than the satisfac- 
tion with which a person succeeds in imbu- 
ing his earthly days. 

The lecture, given to the South Place 
Ethical Society when Ayer was 78, is clear 
and sharp, but not his most sparkling. A 
transcript, included here, of a debate on BBC 
radio in 1949 between Ayer and a Jesuit his- 
torian of philosophy, Father Copleston, is 
livelier stuff. Ayer was fond of claiming in 
private that he had, later on, argued Father 
Copleston out of Christianity. 

Most of the pieces here give overviews 
of Ayer's philosophy or kindred ones. A 23- 
page lecture on the work of Bertrand Russell 
is clearer and more informative than most 
books on the subject. The first four pieces 
are ideal introductions to logical positivism. 
But do not be misled by the title and expect 
the meaning of life—just be careful with the 
smoked salmon. 





Thomas Hardy's legacy 


The master of melancholy 


N Virginia Woolf visited Thomas 
Hardy not long before his death in 
1928, she found him the epitome of the 
and Old Man of Letters, "perfectly aware 
w everything; in no doubt or hesitation; 
having made up his mind; and being deliv- 
ered of all his work, so that he was in no 
doubt about that either". Last month's ob- 
servances of the 150th anniversary of 
Hardy's birth paid similar homage to his 
classic status, but generally ignored the 
cracks recent biographers have revealed be- 
hind the Olympian facade. 

John Halperin, for instance, in his book 
"Novelists in Their Youth", shows how 
Hardy's memoirs (published as the work of 
his second wife) gentrified his lowly origins, 
making his nearly illiterate mother a woman 
of refined literary taste. Other writers have 
probed his estrangement from his first wife, 
Emma, who initially charmed him with her 
vivacity, then repelled him by her nervous- 
ness and nagging. Yet her sudden death 
plunged Hardy into guilt and remorse, in- 
spiring a spate of his finest poems, and he 
kept his desk calendar permanently set at 
the date of their first meeting even after his 
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second marriage. Not surprisingly, this 
union had its tensions too, first explored fic- 
tionally in Somerset Maugham's novel 
"Cakes and Ale", then by Hardy's biogra- 
pher Robert Gittings. 
Such speculations 


and  revelations 


BOOKS AND ARTS 


would be no more than cheap gossip if they 
did not shed light on Hardy's mind and art. 
His novels revel in the dark working of fate, 
starkly symbolised by the landscape of 
Egdon Heath in "The Return of the Na- 
tive" —Aa presence ancient, brooding and im- 
placable. The aspirations of his characters, 
however sympathetic and resolute, are un- 
done by circumstance and mere misfortune. 
Hardy's pessimism was rooted in the rigid 
stratification of Victorian society, where, as 
he saw it, birth determined opportunity and 
only respectability increased a man’s 
chances of survival. 

What Hardy once called “the contrast 
between the ideal life a man wished to lead 
and the squalid real life he was fated to lead” 
appeared most cruelly in matters of the 
heart. All his life he was susceptible to 
women, and his most remarkable creations 
are his heroines. His favourite was Tess of 
the D’Urbervilles, whose loving, virtuous 
nature led to a sequence of disasters, cul- 
minating in her execution for murder. From 
his own experience, Hardy was well aware of 
the vicissitudes of love, which he regarded as 
potent but unreliable: “strong while it 
lasts . . . it soon withers at the sight of a new 
face”. Tess’s combination of purity, stead- 
fastness and tragedy summed up the condi- 
tion of things for him, and he once observed 
"| have not been able to put on paper all 
that she is, or was, to me.” 

Less romantically, she was also the agent 
of his financial security: his “milch cow", as 
he once called her. Verse was his first love, 
but he could return to it only when he had 
earned enough from his prose. Indeed, after 
observing a 1921 film version of "The 
Mayor of Casterbridge", Hardy remarked 
hopefully, “Perhaps the cinematograph will 
take the place of fiction and novels will die 
out, leaving only poetry.” 

In comparison with his poetry, his nov- 
els are thoroughly Victorian, particularly in 
their portentous attacks on society. The po- 
ems are more immediate, less self-con- 
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ilosophical, - in. - eeping with 
ardy's belief that poetry should ' ‘record 
pressions, not convictions”. Perhaps the 
eatest contrast with the novels appears in 
series of poems occasioned by his first 
's death. Their subject is Hardy's sad 
llection of the past and remorse at hav- 
g betrayed it, and their grace suggests why 
poets as varied as Dylan Thomas and Philip 
rkin have looked on him as a founding 
father of modern English verse. 
- Hardy felt that the poet’ s business was 
hot explaining life but “humbly recording 
diverse readings of its phenomena”. His lyr- 
present the tentative, inquiring image of 
man still in the midst of experience, and 
veal more of him, more movingly, than 
biographer can. Or as he said himself, 
e poet should touch our deo by show- 
his own.’ 































































Medieval t treasures 


NTL a ES of weeks ago, 
A Whitewright (motto: | "Everything is 
ht in Whitewright") was an obscure town 
-dn a part of north Texas where people with 
ames like Bubba and Sissy enjoy catfish 
k-outs. Today it is the centre of an inter- 
tional row over the disposal of a treasure 
ove of medieval artworks from a German 
thedral looted by an American soldier af- 
the second.world war. . 
- The soldier in question was dis late Joe 
eador, who entered Quedlinburg, in what 
is now East Germany, as a first lieutenant 
with the 87th Armoured Field Artillery in 
April 1945. His battalion was assigned the 
task of guarding crates of artworks from the 
| cathedral that had been stashed for 
afe-keeping in a mineshaft. Meador, who 


m of the finest pieces a an 
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- $3m Grider’ $ for a soriderhilly il 


majored in art, recognised the value of | 
t he was guarding, He helped himself to 
l pes them 


Ae lee Pig In the glossy souvenir pro- 


iha c, a tétebook k celeri in Paris, DE | 
and  tails—rattled out a package of 


lustrated and illuminated manuscript - 
of the four gospels from the. Meador 
hoard, dated 930. This brought: the 
State Department into the case. Ely. 
Maurer, a legal adviser for cultural 
property at the department, told The 
Economist that "finder's fee" was a. 
polite term for what amounted to a 
ransom. The German foundation, he 
said, had been told that the gospels, - 
which have a jewel-encrusted silver - 
and gold binding, would be sold to 
Japanese buyers unless it paid up. 

. Mr Maurer is urging the Justice 
Department to prosecute the sellers 
under the National Stolen Property 
Act of 1934, a federal law that prohib- 
its the transport of stolen art or arte- 
facts over state or international borders. He 
is unimpressed by the art world’s argument 
that thousands of other art treasures looted 
in Germany and Japan after the second 
world war would resurface, and be well 
looked after, if the Meador family were al- 
lowed to benefit from its ill-gotten gains. He 
has heard the same excuse before, from art- 
dealers hoping to hang on to artefacts ob- 
tained from illegal excavations. 

The Stiftskirche, the Lutheran church 
in Quedlinburg, has already filed suit to re- 
cover the stolen artworks. It has also ob- 
tained a court-ordered inventory of the con- 





























tents of several bank-deposit boxes in 
Denton and Dallas rented by the Meador 
family. Among the objects discovered in tl 
sweep was a tenth-century reliquary wi 
side panels of carved ivory. 

The attention the affair has won for 
Whitewright is vastly amusing the town’s 
citizens. Their mayor, Clarence Tillett, says 
Whitewright has seen nothing like it since 
1981, when a local judge scandalised Amer- 
ica by ordering four machineguns with si- 
lencers in the name of the town to avoid 
paying sales tax on them. 





A blast from the past 


(4 XLASSICAL music, bloody loud". - 


‘So said the posters for the Power 
Concert at London’s Hammersmith 
Odeon on June 26th, when works by the 
great and good were pumped through a 
30,000-watt ^ amplifer system. The 
organisers were Virgin Records; the per- 
petrators were the London Chamber Or- 
chestra, which has had a history of 
wackiness since it started in 1921, and 
which now intends to open classical mu- 

. sic up to a wider audience. 
.. . In this, at least, they succeeded. The 
Qdeon was besieged. Thé audience 
iiie ipia ues end 





erything e 
: he Poser emblen”, a 


gramme a Vitgin marketing chief talked 


E .. of “criminally elitist barriers" surround- 
dp ing: Mozart and Co. Up: to. now, of 
fe course. 








E Inside. the Odeon, the 30-odd musi- 
—dressed in anything but black tie 


favourite tunes from favourite. compos- 


ers. The whole thing was disappointingly 
quiet. More remarkable was the lighting: 


from a cheerless blue wash for Albinoni's 


"Adagio", to a blaze of rotating spot- 
lights during Elgar's "Introduction and 
Allegro". Wispy clouds of dry ice drifted 
up during the quieter moments. Not all 
rock-music's finest traditions were ob- 
served: no violins were smashed against 
speakers. | 

Horrid, said the FT re- 


Viewers to a man. Yet the organisers, un- 


the autumn. There is method, of sorts, in 
their madness. Sales of classical records 
are booming; most of the buyers are first- 
time listeners, largely inspired by the 
World Cup theme tune or scores from 
television: commercials. On the other 
hand, fewer and fewer people are going 
to classical. concerts. According to Vir- 
gin's researchers, such concerts are a big 
disappointment for an audience weaned - 
on compact discs and Eric Clapton gigs: 
above all, the music is not loud enough. 
Whether sitting at home or at a concert, 


i 
| 
deterred, are planning a Power tour for 


modern man expects to hear his music 


through an amplifier. And a. powerful E 
one, at that. | 























Some companies will be - 
winners, some losers. — 
Europe. 1992: An American 
< Perspective tells- US. businesses - 
"hat they need to know now to . 
plan for a successful future. 
$31.95 cloth / $12.95 paper 


at bookstores or from 


BROOKINGS 


| PO. Box 270, Washington, DC 20055 
(202) 797-6258 ae 
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- oin 3 Global? | 


TRE EALE sa ETE 


The 1990 edition of "Panorama of EC 
Industry" is now available. Published 
„by the Commission of the European 








Poland: 
A Guide to Business 


Opportunities 


Find out how to take advantage ; 
opportunities — and how to avoid the pitfalls - : 


of the 


— of the Polish market. 
This practical book includes a detailed 
analysis of opportunities in specific industries, 


un arene ine CDM MONDE 


a fuli discussion of the legal framework. 


“Reading itis a must. Don't consider 
business in Poland without it.” — 
Jenik Radon, 

Senior Partner, Radon and ishizumi 


Increase your chance of success in this 
exciting new markel. Order today. 


71 pages, 8 1/2" x 11", soft cover 
A Available in English and French 
Volume discounts available for 104 books. 
US$49.95 per copy (plus $3.95: Shippingin. 
| North America, $8. 95 outside Non A m a) . 
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: lll Innovative graphics reveal the latest 
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: Wi Great for clients and colleagues. 


: T order, or de a ful idi ctio que of publications: 


Prospectus Publications Ltd. 
55 Murray St, Suite 315 
Ottawa, Ontario Canada KIN SM3 
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Get the Facts! — 
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_ trade officials world-wide. 


US$B.95 per copy (plus $1.50 Shipping in — || 
North. Mn i 95 outside. North America) ij 


dores 






„Fax: (613) 207-7666 











@ Investment by third countries in the EC @EC sonal: a 


1 ‘Communities itputsoverló5sectorsof ^ | | 
| | the environment. . Micragcanmte outlook 


n manufacturing and service industries in — 
: the European Community into focus. 
EENE 


] For each industry sector it gives 










HU This important publication 5 available byr mail otter ar fon HMSO Booksh 
— agents (see reli ow Pages) and atl good booksellers. 


(2900 M52 — 297mmX210mm 


2 u Please send me.. eop of oe EC Industry P90 (i SBN 9282 
re l'enclose a cheque for £29.00 payable to HMSO | | 
Please i invoice me 


Please enter my standing order for....... copies of future annual al editio bos 
“of Panorama of EC Industry | 


| Complete as appropriate and return to HMSO Publications Centre ec 6), 
PO BOX 276; London SW8 SDT 


Name ... 





@ Ananalysis of structure, prospects, trends in production, 
employment and trade 


@ Figures from 1980 up to 1988 or 1989 and, for all major 
sectors, forecasts up to 1991 


Q å comparison of Community figures with those of the US =e 
and japan safaia l am | 
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AnMBA witha unique 
perspective on Europe 


if you're taking a Master's in international business, dus not take itin the 
heart of Europe? A 






GRAHAM SCHOOL c OF MANAGEMENT 


BAIN XAVIER COLLEGE / UNIVERSITY - 
me HICAGO | 






We offer an intensive, twelve-month, full-time programme, in English, 
to graduates with at least three years’ professional expe rience. 

Our faculty is drawn from ten different countries. T" 

And our location in the centre of Paris helps attract participants from 
all over the world. 









rd Offers i its Mm of Business 
Administration i in Paris 
° Evening classes @ Week-end classes 


4@ For professionals 
with an undergraduate degree 


a Next session: June and Peano "did 
" Fina ficial aid is available 






.. The melting pot that results will give you a new vision of Europe as. a 
single entity 
Just the perspective, in fact, that USE are crying out fo 






For further information contact: 





EMIB ADMISSIONS OFFICE, 
EAP -ÉCOLE EUROPÉENNE DES AFFAIRES’ 
108 BOULEVARD MALESHERBES, 
75017PARIS — 
. TEL: 4754.65.00 (EXT 6796) 
TELEX: EAPFRAN 640611 - TELEFAX: 42.67.4619 















FOR FURTHER INFOBMATION-CALL. 


(042. 66. 66.82 


Silium mm cates University: 
71, fue dü Fg-St-Honoré-7 5008 PARIS | 
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he: TRUE ciae th ne ERAN 66> Sencept, 
with residential courses : 


1. Intensive study (Minimum 38 lessons: per week). 


2. Plus the constant practice of what you have learnt, every day 
from 8 a.m. to 10 p.m., with teachers constantly present at meal- 
times, breaks and in the evenings. 


3. Atotal of 66 hours per week of full immersion in the language. 


Ceran is a top class school for leaders in business management 
. and government. Our client since 1975 include Alcatel, AT & T, 
Canon, Deutsche Bank, Dow Corning, European Parliament, Ger- 
man Foreign Office, Honeywell, Lufthansa, McKinsey, Mercedes- 
Benz, NATO, Philips, SHAPE, Siemens, Toyota, Winterthur, etc. 


We also run holiday courses in. French for young people (13-16). 


DAY COURSES / EVE ; Ea. 
Admission : Unde ergl Sud ate Aa. CERAN 66 
E lisses Devin: October 1990 1 ES | Language courses > for motivated | people. 







CERAN LANGUES PROVENCE ^" -— D N ‘ERAN ARDENNES 
B.P. 27/280 | erm | 280, avenue du Chateau - B-4880 SPA 
F-30130 PONT-SAINT-ESPRIT| LLL IET | oe GIUM Tel, (+32) 87/87 71 64 
FRANCE - Tel. (433) 66 90 33 66 MMMA ME ELI | Fax (2328772629 ——— 
Fax (433) 66°90 33 69 CERAI 7 Telex 49650 cáran b 


in U.S.A. : Languagency - Tel. (203) 287-1699 - Fax (203) 248-5928 

















E" ) Vall Street s premier education c center 






E | presents its highly praised series | BR 
: financial seminars for international executives == 


. August 13 through November 16, 1990 - 


The seminar focis: on U.S: money, capital and securities markets, as well as finance and investment management. They a are 

. taught by spe cially selected Wall Street experts and economists, who explain the structure, operation and realities of the U. S 
financial environment, and share their expertise and experience with attendees. _ 

z ese seminars, geared for all career levels, may be taken individually or in combination, and may easily be tailored to fit the 

pd s of your organization or your own career development. 


















































Finance for Non-Financial Executives /— — August 13-31, 1990 


: A three-week seminar that provides a grounding in accounting and economics, financial skills anda practical understanding ofthe . 
U.S. financial system: Covers cost and phan ial pecounens capital budgeting, | macro- and microeconomics. Forj junior through E 
mid-level professionals. T rr 


U.S. Money & Capital N 
Four-week exploration of the structure and 
the past 13 years, this seminar has drawn 














cet: -. September 4-28, 1990 n 
tion iof the U.S. markets and their position in the global financial picture. During 
and v women from 59 countries. For junior through mid-level professionals. 


; covering weit pce iw topie.. October 1-November 16, 1990 


^ The first two are for junior through mid-level professionals who are becoming increasingly involved i in managing investments. 


. Equity & Debt Securities _ . October 1-5, 1990 
October 8-12, = 











October 15- 19, 1990 
: est. October 22-26, 1990 
. “Options October 29-November 2, 1990 = 
The last two seminars provide experienced investment managers with in-depth exposure to the most sophisticated trend 
Strategies currently utilized in the: increasingly global, high-stakes financial environment. _ " | 
| "Portfolio Management VES E | November 5.9, 1999 
" Advanced Topics _ a " ul _ November 12-16 | 1990 
(Mergers & Acquisitions, Revered Buyouts) LT ges z | 
a. Special rates are available to organizations sponsoring more than c one participant for the same seminar or combinations of 
Ka seminars, and | to individuals digo forn more than one seminar. Re. T pi 4 




















e Let us show Ex how. NYIF seminars cu Em ea dr to - 
and your organization. For more information, please c contact: 


Ms. Dawn M. Bushey, | 
International Marketing Manager 


Please send additional information on NYIF International 
Seminars for August-November 1990 to: 










New York Institute of Finance Name 
2 Broadway, 5th floor 
New York, Néw York 10004-2207, USA Organization 
Telephone: 212/344-2900 ads 
^ Telex: NYK 238790 - Tess 


"FAX: 212/344-3469 or 212/514-8423 





NEW YORK INSTITUTE OF FINANCE. Country 


"Where Wall Street Goes to Schoot^" i 
SIMON & SCHUSTER, inc. 


A PARAMOUNT COMMUNICATIONS COMPANY Telephone/Telex/Fax 













Lr Spend a year 
| in Holland and 
| RVB earn an MBA 


^ unique international one year MBA 
| . programme starting every September 
« in the following specialization : 





The Oxford | 









| management 
information systems 





us : 10 Oxford Senior jinaga Development | 
. Programme Is a nine-week residential 

i eens for a limited number of 

exp (pe enced ihe edi who are us baia to 











. Write or telex for more information to: 









Director, 
The Netherlands international 
ay, stitute for Management (RYB) 
M Endapolsdomein 150, P.O.Box 1203 ~ 
| 6201 BE Maastricht 
` Telephone 043 - 618318. 
Telefax 043 - 618330, Telex 56729 
G0f s sl 
"Ms. ‘Rebecca Lo | 
.. 'RVB Singapore Liaison Office i 
. cfo Tanglin P.O.Box 160, Singapore 9124 
Telephone (65) 250816, Telefax (65) 2530448 
M Telex 55002 Tecnet - RS 





from many ditferent countries. Particular care is 

exercised in choosing an appeoa spread of 
international partic pun to give the course a world 

view. The programme is unique in the flexibility it 
affords participants to shape and manage their 
own learning. 






































Seminars and Tutorials 


The nine consecutive weeks begin \ with a five-week 
CORE period which deals with a broad sweep of 
general management topics set in an international 
context. The OPTIONS period of four weeks 
enables participants, with the help of a tutor, to 
design timetables and patterns of work to suit 


individual needs. 
TIVEe DEVELOPMENT 




















[os] The Oxford Ulilveralty Certificate In | UNIVERSITY OF BATH 
EE] ManagementStudes — — | PART TIME EXECUTIVE MBA 
sA Completion of the Senior Managers Ze Over two years, commencing September 1990 
Development Programme entitles partic panis to | | Applicants are invited for a number of places still 
apply to the University to undertake a- . | [ available on the above programme. The course is 
management project and to submit their report for | | designed for Executives in their middle thirties who 
nination for the ¢ Oxford University. Certificate in | possessa first degree and who require a broader 
Manag ment Studies. |] range of management skills in anticipation of a move 
| a into senior management. 
| Price: £10, 750 + VAT residential all materia is — |] Sponsors of the programme currenitiy include: Avon 
included. | Rubber, Dalgety, Dowty, Hewlett Packard, British Gas, 
TP" | | Clarks, Westland Helicopters, Wessex Regional Health 
Director: Rosemary Stewart | Authority, Wessex Wa 








| er, cans 
Enquiries to: Roger Undy, Dean aa 
Telephone: (0865) 735422 
Telex: 83147 atin TEMCOL 
Fax: (0865) 736374 


Bath BA2 7AY. ; 
Tel: 0225 826211 





.... FOR MONETARY 
AND BANKING STUDIES 





















Rederiet bees for ee senior executives from. dund 
- the globe who have responsibility for initiating and implementing 

^. strategy for a. major business unit. The program faculty possess _ 
international Ieputations 2 and a Sau of consu sulting. and executive : 


banks. insurance ‘companies, multinatió 

and other financial and industrial compan 
have sent their executives. to ICMB course: 
since hace | 


ICMB INTERNATIONAL CENTER 










trategy: deis Hobie toimpetitive challenge and achiev- 
ig sustainable competitive advantage. ii 


B e. Environment: Assessing the global business environment and its i 
F "implications for strategy 


4 Organisation: How to create a flexible organisation c constent k 
with strategic intent and environmental reality... ae 
























AND FORECASTING (Sept 3-7) - 
Aims: to o improve understanding of the sources " 
of exchange-rates and interest-rates move- ` 
ments and of the role of economic policies; . 
and to provide the fundamental tools for . | 
generating and — evaluating exchenge rue | 
forecasts.. z a 


- INVESTMENT APPLICATIONS - 
OF FINANCIAL FUTURES AND - 
SWAPS (Sept 17-21) — xd 
Main topics covered include pricing ‘and - 
arbitrage, uses of futures. in hedging, hedge 


.. risk, swap risk, relationship. between future, 
| forward, swap, and om markets. zx 








For a brochure or further information please contact: 


Dr Victor Tabbush, Associate. Dean 
UCLA Graduate School of Management 

Los Angeles, California 90024 _ 
Tel: 213 825 2001 : 

Facsimile: 213 -825- 3340 



































| BUSINESS ADMINISTRATION 
and 


INFORMATION SYSTEMS 


... . AWAII PACIFIC UNIVERSITY, located in the heart of 
the downtown business community in Honolulu, Hawaii, | trading and 
| a s nodi. pricing. models, | 


| offers the MBA and Master of Science in Information Sys- neag 

| e tems degrees. o | | strategies, volatility, valuation of warra 

T: | and convertibles, bond and interest-rate op 
OMBA * a rigorous, modern curriculum with active tions and portfolio i insurance. 
. participation from Honolulu's business leadership | MERGERS AND ACQUISITIONS 
-MSIS * merges management concepts with today' s || . (Oct 1-6) | 


I. oe Advanced Computer teinii | i | - An integrated, in-depth, analysis of the M 
[^ i New enrollment accepted for Fall, Spring or Summer terms. process and of the latest developmen 
For more information, write, call or fax: | domestic and international mergers an 
Den far Craduse Side. i quisitions: concepts, company val 

Hawaii Pacific University | take-over and defence strategies, econorm 

1164 Bishop Street, Suite 123. ^ : legal and policy issues. | 
Honolulu, Hawaii 96813 EA For further information: 
TETROR i 544-0279 * Fax UP) 544-0283 Annelies Wind of Ghassan Khoury, interna 
tional Center for Monetary and Bankin 
Studies. PO Box 36, 1211 Geneva 21 


IAE PACIFIC UNIVERSITY | | Switeiand, "Ta 22734 95 


Fax: 22-733 38 53. Telex: 412 151 pax ch. 





















(Want to brush up 4, 
on a foreign 
language 9 


^OWüth Audio Forum's intermediate 
and advanced materials, it's easy 
to rnaintain and sharpen your j 
foreign language skills. 
Besides intermediate 
and advanced audio =. * " 
cassette courses - móst develóped tor 
State Dept. - we offer foreign language mystery 













LEARN TO SPEAK FRENCH BY 














music, and many ether helpi materi Am ii- D. TOTAL NATURAL IMMERSION 
you want to leary à sew language, we have 
"We oft nragucir ad advanced mara -with French participants for 7 
an, Spanish slaton, deme Maniar, “intensive days in the DORDOGNE 
urkiah, Thal, Urdu etc. etc Cháteau LA VALOUZE 
BHUT J.L. Lefevre CIEL.BP.180 
E BOURCK 24490 LA ROCHE CHALAIS, France 
Tel: 53 91 44 28 








UNIVERSITY DEGREE 


For Lite Lite, Academic & Work Experience 
secure in their Jobs or Professions. 


Eam a BACHELOR'S MASTERS. or DOCTORATE Apes ie 












Send dead résumé on wo He and academic experience or a no 
cost evaluation. 


PACIFIC CUTEM UNIVERSITY 


COR Sepulveda Blvd. ; KOB i 
Phone: HVAT 





&, California 
Telex: We 


“Institute of Actuaries ME. eren of Actuaries 


2ND AFIR 
INTERNATIONAL 
COLL -OQUIUM 


17-20 April 1991 | Brighton 


The purpose of this three-day residential Colloquium is to discuss 

papers presented by authors which will Nuage to financial managers 
and controllers in financial institutions such as insurance companies 
and investment managers. The oe to be discussed include: 


$ Financial Risk 

* institutional investment. | 
* Pricing Models and Theory 
* Practical A | 


AFIR is the financial section of the international Actuarial Association 
(IAA). Its purpose is to address those financial and investment issues 
and risk which are of concern to actuaries and to promote cross- 
fertilisation between the actuarial profession and financial decision 
ES The Colloquium i is open to anyone who is interested in these 
subjects. | 
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FAIRFAX UNIVERSITY home stud 





LEARN Advanced credi given Tor prr leam 
FRE NCH ga cle den ane: Fairfa: 
The intensive way and in real University, Dept EC, 2900 Energ 


immersion. This means living in Centre, New Orleans, LA 70163 USA. 
one of the most picturesque re- 


gions of France and really becom- 





ing fluent. Also vacation and 
learning plan. Cultural pro- 
gramme in Paris. Winter pro- 
ramme on the French Riviera. 
tate age, goal level and time 
available. US transfer credits. 


| The French and American Study 

| Center, BP 176, Lisieux 14104, 
Cedex, France. Tel: 31 31 22 01. 
Fax: 313122 21. 







BACHELOR, MASTER, DOCTORA 
EARN A DEGREE. Use your past experience 
credit toward your degree. No classes, semin 
of on-campus attendance. Studies build uf 
your APOPA: Self-paced + Send Resy 
For No Cost Evaluat 


um 889-27 





BACHELORS - , "MASTERS - ‘DOCTORATE - PLUS LAW 
Full credit for work & life experience. No residency required 
SEND RESUME FOR NO COST EVALUATION 
LA SALLE UNIVERSITY DEPARTMENT 6 
Mandeville. LA 70470-4000 USA 
Phone 504-624-8932 Fax 504-624-8931 




















IMPOSSIBLE TO SPEAK ENGLISH! 


Yes, learn the language of your choice in the 
country of your choice in your private 

teacher's home. 

HOME LANGUAGE INTERNATIONAL — 
Reservations Office, 3 High Street, St. Lawrence, 
Ramsgate, U.K. Tel: (0) 843 851116. 











LEARN A LANGUAGE ABROAD 
LIVE AND STUDY IN YOUR TEACHER S HOME 





HOME LANGUAGE LESSONS offers the most Live & study in 
original and certainly the most effective way to learn the France 
language of your choice. Total isolation from your own Germany 
language is the surest way to progress in learning a Spain 
esi n MODE. We guarantee this since you LIVE hal 
in your teacher's home NOT in a school. USS 
Ad ages * All levels * Any period throughout the year Portugal 
Argei 
Home Language Lessons, Reservations Office, Dept E. Fa 


2 Cecil Square, Margate, Kent CT9 IBD, England. 


Tel: (0843) 227700 Fax: (0843) 223377 Telex: 94016388 USA 
Our Worldwide offices: New York-Tel: 212 6621090 Canada 
Paris-Tel: 46341114 Frankfurt-Tel: 299738 Madrid-Tel: 2596406 Malta 


Rio- Tel: 2245588 Buenos Aires-Tel: 3112816 Osaka-Tel: 3445721 
Denmark-Tel: 42420283 


A BETTER CAREER STARTS HERE... 
THE CITY COLLEGE 


OF MANAGEMENT STUDIES (LONDON) 


preparing students for a successful business career 
We offer a wide range of Internationally recognised courses. 


Top level tuition by leading professionals, in the very centre of London. 
BUSINESS STUDIES , PUBLIC RELATIONS ADVERTISING 
GENERAL MANAGEMENT | . BUSINESS ADMINISTRATION 


INTERNATIONAL ADVERT ISING MARKETING SELLING 


LIMITED NUMBER OF PLACES, SO APPLY SOON. 
For a detailed prospectus please complete and return the coupon. 
— NUMEN sae amem we BLOCK CAPITALS a am a MENO NE 
















NAME 
oz u x MICE Office m Pyar The Cit College m 





PO Box XIDO; 6-8 hames: Street. London’ (lA ID 





Faculty of Economics. 


Applications are invited for a 


Vacancy number: 90345001 | 


Finance and investment forms an important part of the disc lines of Business 

Economics. |. — 2 000 Dek ah Wo T 

In current practice in the field of Finance & Investment the problems o he 

financing of the organisation are inextricably intertwined with investment - 

management and the study of capital markets. The interpretation of financial 

knowledge i in the light of business policy i is critical to both. Cow otis 

Qualifications: T WE 

— Possessa PhD and/or extensive scientific publication in the field of Finance 
& Investment. NT SÉ LET 

- Be knowledgable i inthe financial management of businesses and of financial 

-institutions so as to be able to teach and research inthe field, — — ——— 
Able and willing to teach even very large groups of students at both 
undergraduate and post graduate levels. | E 

iven the size of the department (c 20 academi staff). he um 

the Department plays within the sub faculty of Business Econom 

order of leadership and organisational ability would be welcomed. 

Possess first-rate contacts with other academic institutions, and t 

and financial worlds. | DEIN MEE CAE UM UMS 

Be able and willing to work jointly with members of other busi 

financial economic departments in multi-disciplina ry research and 

teams. | | : 


Candidates who do not speak Dutch would be expected to learn the an | age 


within two years of appointment. | n oe 
Candidates who feel they may be suitable but who do not fulfil all the above. 
criteria may apply. | 2 


Salary: according to government regulation depending on. age and experience 
scale B (max. Hfl. 12.756,- per month). | 


Information: for further information please contact the chairman of the 
nomination committee, Prof. A. R.T. Williams (tel. 010-4081355) or prof. - 
J. Spronk (tel. 010-4081282). 


Written applications with curriculum vitae and list of publications should be 
sent within three weeks after date at which this advertisement appears, to the 
Dean of the Facul of Economics, Prof. A.P.J. Abrahamse, P.O. Box 1738, 


duc 
i 





B 








The Department of Varesino within the Faculty of Economics and Econometrics invites applications from 


qualified men and women for 


To 38 hours. E. 8027. 


m are welcome without restriction as to 
research specialty (within macro-economics) but the 
successful applicant will have both deep and wide- -ranging 
knowledge of macro-economic theory, and insight into 
recent developments in macro-economics as a whole and 
into relevant connections with other fields. Significant. 
experience and commitment to teaching are required, as 
wel asi - 
* a record of creative and high quality research as 

eie ed by Ph.D and publications at an international 

eve 

* interest in an ongoing research prn e in the 





Department "Macro-economic pel icy, theory, formation 


an effectiveness" 

* the ability to stimulate aad direct TE dos 

* administrative capabilities and a willingness to perform 
administrative tasks. 


The nomination will 5e a a penmangni one at the TIBIVEISIHY 
of Amsterdam. | | 


In case the. nominee is not conservant with the Dutch 


language she/he is expected to have aquired an adequate: 7 


knowledge of Dutch within two years. 










In view of the present emancipation policy of | 


qualified female persons, the selection will 


of i macro-economics s (f/m) 


Gross salary depends on age and experience and ranges 
from Dfi 7.171,- to Df 10. 344,- per month (Dutch Civil 
Servants Code). 


For further information and in case somebody wishes to 
recommend prospective candidates, contact the 
Chairperson of the Committee prof.dr H. Jager, telephone 
01031-20-525 4195 or 01031-2518-58 462 or the Secretary, 
telephone 01031-20-525 4397 or 662 0117. 


Applications, quoting vacancy number, including a curri- 
culum vitae and a list of publications and names and 
addresses of references, should be submitted - within four 
weeks - to drs H.M. Prast, Secretary of the Selection 
Committee, Faculty of Economics, Department of Macro- 
economics, University of Amsterdam, 
Jodenbreestraat 23, 1011 NH Amsterdam, 
The Netherlands. 







the University of Amsterdam and in 
anticipation of interest from adequately 






primarily be restricted to female candidates. 
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EXPERIENCED ACCOUNTANT with 
science background will research busi- 
ness opportunities in UK/Europe on 
Fee basis. Contact |. Cassim, 5/62 
Fitziohns Avenue, London NW3 5LT. 


i . Consultant 
- Economist 






SA "Whitehall and UN international organisa- 
ion, available for suitable post to utilise 
full range of skis. Bilingual English, tab ' 
| fan: Five years sharp end experience with | 
- |; financial institutions and industry, Oxford 
'| Masters, Cambridge PhD. Flexible as to 
4 locations. E 
$. Realistic. replies. please to Box No. 
$ 3709, The Economist rom m. 


























COUNCIL 












-puter literacy. Good op 






























































INSTITUTE FOR EAST-WEST SECURITY STUDIES 
. Director of Publications 


International policy research inst tute seeks Director of Publications to 
manage editing, production, keting nd distribution of all written 
materials, Must have expert editc ills; production experience; familiar- 

ity with American, Europe viet Scholarfy publishing scenes; com- - 
j E k in fast-paced environment with 

d North: America. Good travel, health 







.fesident scholars from. Euro 
benefits, Salary: $38,500. allowance. . 

Please send CV to Am t sham, institute for East-West vagni 
tudies, 360 Lexington Avenue, ow 










MANAGING DIRECTOR. 
—TOKYO, JAPAN 


We area leading American v papel of mineral products to 






lury's exp orience. Our 

: able of leading 1 We conga, ino the CEU. 
Ne are lookiáig for a dynamic, forceful and charismatic 
. leader capable of motivating a dedicated sales staff of 
. Japanese nationals. Excellent communication skills are 
| essential and fluency in Japanese is highly Vila 


should send a detailed résumé. ( 
pied ns y D esce TU Rocker Peze 








The Economist Group 


Over the last few years, The Economist has established 
an enviable reputation for the quality and topicality of 
its business conferences and seminars. We now seek a 

new Director to continue to develop this business, 
which is run as a profit centre. 


We are looking for someone who can oversee all aspects 
of the conference business: creating an exciting and 
imaginative programme; building relationships with 
programme advisers and speakers; marketing; logistics. 


Key requirements are experience in the conference 
business, an obsession with quality, marketing skills, 
an ability to write and leadership qualities to manage 
a committed and dynamic team. 


We are offering an excellent salary and benefits 
package, including company car, profit share scheme, 
five weeks’ holiday, private health insurance and 
contributory pension scheme. 


Please send a concise CV and a hand-written letter 
with details of current salary to Anne Dean, 
Group Personnel Director, 


" The Economist, 25 St James's Street, London SWIA IHG. 
Hs | 


T TEST EUER MEUM 
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A 
Uc 


Appointment will | be be for three yait in the first inštanbè and will be 
within the salary range £11,399 - £18,165 per annum NOR to age, 
= qualifications a and experience. X 


pc m tee NN GS 
KREA m Ss OGNI tate 
Renae, vs 
> 











bre Ls. NO 
ACCOUNTANCY 














. Small, Madrid-based international insti- 
: tute with busy schedule of publications, 
. international conferences and research 
. activities seeks MBA-qualified E 






o f Sma adrid-básed ásed intem ational or- 
| .ganisation with a steady output of publi- 

| cations on inte ional affairs seeks 

. Head of Publications 

| to be responsible for the whole produc- 

tio process, as well as for copy editing 






















| andproofreading. — '. 
-O | Minimum three years experience in book 
-if Or newsletter publishing required, as are 
| word processing skilis and a good work- 
.] ing knowledge of Spanish. Experience of 
|. editing translated material desirable. Ap- 
. | plicants should be highly efficient and 
| enjoy intercultural communication. Com- 
| petitive salary. | 



































Natural Gas Analyst 


Cambridge Energy Research Associates, Inc is a leading international energy research 
| and consulting firm with offices in Canibridge, Massachusetts; Paris, France: and Oslo, 

Norway. CERA analyses international and regional energy markets and strategy for a 
we broad spectrum of companies in the energy industry. 5 "ONES i 
©. CERA is currently seeking a highly capable natural gas analyst for its Cambridge office. 
=: Position will have responsibilities for research analysis of supply and demand, regulation, 
|. andatrategy. c EX. dab-4 ere a Pe eee dE T E 
> 9 Working knowledge of North American natural gas markets. 
ven Experience in energy résearch,inctuding quantitative proficiency. ^ 

LÀ Excellent oral and written communication skills, c ao i 
inian; Cambridge Energy Research Associates, 20 University 


















, Massachusetts 02138. Enclose résumé, salary 



















. PROFESSOR OF EUROPEAN POLITICS 
AND FOREIGN RELATIONS 



















ings of European organisations is 








vB Evans, The Fletcher School of 
ifts University, Medford, Mass- 


















)OL IS.AN AFFIRMATIVE ACTION EM. 
VG APPLICATIONS FROM WOMEN 









additions to the Department's teaching 
and research interests. 


Salary range for - Lecturers — is 
NZ336,000-NZ$47,200 per annum; foi 
Senior Lecturers NZ$50,000. 
NZ$64,500 per annum. 


Conditions of appointment and methoc 
of application are available from Ap 
pointments (38119), Association o 
Commonwealth ^ Universities, — 3€ 
Gordon Square, London WC1H OPF, oi 
from the Appointments Administrator, 
Victoria University of Wellington, PO 
Box 600, Wellington, New Zealand (fax 
04-711 700), with whom applications 
close on 14 September 1990. 


Victoria University 
of Wellington. 

New Zealand 

SENIOR LECTURER/ 
LECTURERINPOLITICS — 
Applications are invited from suitably 
qualified persons for the above position 
available from 1 January 1991. Appli- 
cants must have a good general back- 
ground in International Politics. with a 
relevant doctoral qualification, some 
undergraduate teaching experience, 
and a commitment to research and 
publication. Preference may be given 
to an applicant with expertise in inter- 
national political economy, but inter- 
ests in conflict resolution, international 
organisations or international relations The University is an Equal Opportuni- 
of the Pacific would be welcome ties Employer. 

SAUNDRA OOOO TEATAN 


INSTITUTE FOR EAST-WEST 
|. SECURITY STUDIES 
Research Associate 


international policy research institute wishes to appoint an expert on 
questions of Eastern Europe. This individual must be able to both conduct 
independent research work and coordinate thé activities of the Institute in 
the area of Eastern Europe and the Soviet Union. Requirements: PhD, 
scholarly publications, an in-depth knowledge on non-military issues in 
Eastern Europe, and proficiency in at least one East European language. 
Salary negotiable. Relocation allowance. _ 

Send CV to Leslie Lyons, institute for East-West Security Studies, 360 
Lexington Avenue, New York, NY 10017. 





THE AUSTRALIAN NATIONAL UNIVERSITY 
RESEARCH SCHOOL OF SOCIAL SCIENCES 
Division of Politics and Economics 


CENTRE FOR RESEARCH ON 
FEDERAL FINANCIAL RELATIONS 





Following agreement from all States and Terrorities to match the Common- 
wealth's special research grant to the Centre for Research on Federal 
Financial Relations, Research School of Social Sciences, applications ar 
invited from scholars for two posts of Research Fellow/Senior Researc 
Fellow and one post of Postdoctoral Fellow available in the Centre. Th 
Centre's core activities include undertaking, sponsoring and ublishing 
research on all aspects of fiscal federalism and inteteovonunental relations 
as well as on more general federal issues involving public sector economics, 
political science, public administration and constitutional law. 

Applications are particularly sought from economists with interests and 
experience in public sector and public finance, and political scientists with 
interests in the Australian federal system of government and/or intergov- 
ernmental relations. 


The SRF/RF positions are available for periods extending until the end of 
1992. The PDF is available for a period of one or two years. It is hoped that 
successful applicants would be available to take SE PPO ninen not later 
than the beginning of 1991, but those who would be available only from a 
later date should not be deterred from applying. Applications are welcome 
from candidates seeking secondments from their existing positions. 


Please write to the Registrar or to Appointments (38116), Association of 
Commonwealth Universities, 36 Gordon Square, London WC1H OPF, tor 
further information, before submitting an application; or telephone the 
Director (Professor Cliff Walsh) or Deputy Director (Dr Brian Galligan) on 
(06) 249 3668. NOU | 
Closing date 31 August 1990. Ref SS. 7.6.4. 
Salary: Senior Research Fellow A$45,729-A$54,255 pa; Research Fellow 
A$33,163-A$43,096 pa; Postdoctoral Fellow Grade 1 (fixed point) 
A$28,792-A$32,762 pa. Applications should be submitted in duplicate to 
the Registrar, The Australian National University, GPO Box 4, Canberra 
ACT 2601, Australia, aonig reference number and including curriculum 
vitae, list of publications and the names and addresses of at least three 
referees. The University reserves the right not to make an appointment or 
to appoint by invitation at any time. D eo qu E 

THE UNIVERSITY IS AN EQUAL OPPORTUNITY EM, 

















“OR RENT. Spacious luxury two bed- 


fel: en -378 0324. 





oie year, five beds, two bathrooms, 


ham Old Town. 10 mins to West End 





“ort Lauderdale, 
waterfront homes and investment prop- 
ties. Attractive financing availabie! 
Zontact James Crosfield or Hans 


zconomist, 10 Rockefeller Plaza, 12th 
“loor, New York, NY 10020 USA« or Fax 
JSA 305-522-4659. 





LONDON SCHOOL OF HYGIENE 
M ends MEME 


Development 
zConomics, in tne Healtr Economics. 
and Financing Poranne | 


-The Health Economics and Financing Programme. has 
. recently been set up, in association with the Overseas 
:; Development Administration, to greatly expand the range of 
. health economics activities concerned with the Third World 
in the London School of rygiene and Tropical Medicine. 
Exciting opportunities exist for field research, teaching in 
London verseas, and consultancy and. technical 
Xe WO ng term collaborative activities exist and 
4 "with a number of developing - 
juntries. The Health Economics Programme is located. - 
within the multi-disciplinary Health Policy Unit, one of five 
«such units within the Department headed by Professor 
... Patrick Vaughan. Additional staff members have already 
. been recruited at lecturer and research fellow level. 


A senior lecturer in health economics or development 
< economics (with a strong health interest) is required to play 
a major role in developing the activities of the Programme. 
Preference will be given to candidates with a higher degree 
in health or development economics-related subjects, with 
proven research ability and appropriate Third World 
experience. Applicants with European health economics 
experience will also be considered. The appointment will be 
-for three years in the first instance and will be made in the 
-range of £21,489 to £24,285 (plus £1,767 London Weighting 
-and under review from 1 April 1990). 


For an informal discussion on the post tele 
Head of the Prog 

ext 354 or Professor Patrick Vaughan on ext 255. 
-Applications with curriculum vitae and the names of 
-three P bes should be sent to the Personnel Officer at 











hone the 


LSHTM, K | Street, London WC1E 7HT or telephone 
- 071-636 8636, ext 201 for job description quoting 
- reference AMA. 


ii Closing date: 28 July 1990. 


INTERNATIONAL PROPERI RTY — 





oomed apartment fully furnished by MIDWEST USA. 

Tower Bridge London. £250 per week. 

250 acres. 100,000 sq. ft. 
facility. Resort region. 

, 3 homes. 


| - Administrtion bldg. 
FAMILY. HOUSE TO LET. Minimum | $1.9 million. 


Ralph K. Helge & Assoc; 201 
Pasadena, CA 


S, Lake St. 
fining, living, garden, parking. Cla 91101 U.S.A; Fax: 818/440-1795 


20 mins to City. £295 per week. Tel: 













)71-622 8827. | | 

SUNNY SOUTH FLORIDA! British and 3, 4 and 5-star 
2 T Mush an 1 

aerman estate agents with 40 years HOTE LS 
sombined experience in US. Based in FOR S ALE 


we specialise in 


Sevilla, Luxembourg and 





Jaier, Harbor Realty, c/o Box 111, The GE ES. 





ramme, Dr Anne Mills, on 071-636 8636, 


| pu a COMPLEX | 












in Paris, Lyon, Marseille, Nice, 
» Montecarlo, Madrid, ‘Barcelona, 
Brussels. 


bd further information write to: | 2 








—INTERNATIONAL— 
MACRO-ECONOM 


CSFB Bonna piövides macro-economic research to. 
the CS-First Boston group worldwide. We maintain a 





















with our colleagues in New York, Frankfurt, Tokyo and 
‘elsewhere. We prepare a wide range of special reports, 


level of sterling’s ERM entry, Comecon’s shift to hard 
currency trading and the US budgetary process. 
We are looking for ar outstanding candidate with a 
recently-obtained Masters degree. Specialisation in 


could be an advantage. 


. Tange of banking benefits including mortgage subsid Y. 
.. Please send your CV to Giles Keating, | 
Director-Economics, CSFB, 

2a Great Titchfield St, London W1P 7AA. 






forecasting team. Applications are invited ji the 
following positions. 


Senior Economist/ 





c£20,000 


quarterly publications on West European countries 
covered by the EIU’ Global Forerasting Ser rvice 


rd for the political, economic and busi 
environment outs dn masters ae an 


"The successful applicant will help edit the EIU's 





and related subjects. Preferred qualification for this 







two years’ post-graduate work experience, ^ 


A sound understanding of macroeconomics ana a 






are desirable. 


Please write with CV to Pdi Plowden, | 
"The Economist Intelligence Unit, 40 Duke Street, 
London W1A 1DW. Closing date for appini: 
July 23, 1990. 
















Bu HS , ness “A member BE The Ecónójnist Group 


Í International 
GSC RSE SS KEIKIN AND ANET 





watching brief on. all major economies, in conjunction © | 


with recent topics including Soviet economic reform, the 


international macro-economics or monetar. V economics 


Remuneration will be competitive and there will be a full 














































The Economist Intelligence Unit, a division of Business ` 
International, is expanding its country analysis and — 


West European Editor 


The T MER will be responsible for editing 


Country Reports and Special Reports on Latin America 


position include a degree in economics ora related field, 
a wide knowledge of Latin American affairs, and at least 


demonstrable ability to write clear and concise English 
are essential for both positions. Familiarity with the use 
of PCs and knowledge of a second European language 








Long and well established 
| ranching operation comprising 
| 25,000 acres bordering on the | 
capital Lusaka with. extensive 
infrastructure including export 
abattoir, meat factory, retail | 
|. butcheries and game ranch. 
Genuine enquiries to advertis- 


INSURANCE COMPANY 
WANTED 
| US based markeling organisation 
. | currently operating in 17 countries in 
4 En nd see bu oni with 2 
| European Carrier, mpetitiv 
| moa are needed including life, 
| health and accident products. Cur- | 
| rency is not a problem but we prefer ` 
| dollors or Swiss francs denomina- 
| tion. Competitive schedule of com- 
| missions and exclusivity or protective | 
| areos isa must. If interested, contact: | 
| Mr Raymond W. Thomas, Execu- 
tive Vice President, Box 562114, 
| Kendall, Florida 33256, USA, 



























IS BRITAIN’S BIGGEST 
MONTHLY FOR — 
COMMERCIAL PROPERTY 
Please ring or write for a 
complimentary copy and 
danni details 












































| 5417, or Telex 24135 IAPCO. 
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County Planning Department 
Policy & Information Division 








Senior Research Officer 


TEC Labour Market Intelligence Services 





Management Grade A: £16,014-£17,763 
(Based at Bournemouth) 


This post is the focus of a collaborative effort between Dorset County Council - 
(Planning and Education Departments) and the new Dorset Training and Enterprise 
Council (TEC). The objective is to provide a high quality labour market intelligence 
service by building upon the existing data holdings of the County Council. 


You will act as ar internal consultant responsible for the collection and analysis of 
local economic data for use in the TEC's planning processes, and also for the County 
Council in connection with its strategic planning, economic development and work 
related Continuing and Further Education planning functions. 


This is an exciting opportunity to place your career at the centre of a rapidly growing 
local economy, located within an area of exceptional environmental quality. 
Attractive conditions include a generous relocation package worth up to £5,700 and 
flexible working hours. 

This post is central to the long-term development of the Labour Market nteltgonce 
Service, but is based initially on a 12-month contract (renewable). a 


You should have relevant experience and a good class Honours Degreei in Economies, 
Planning, Geography, Statistics or a related discipline. Research experience relating 

pe local economic and/or other labour market matters is desirable. You should be 
capable.of applying computer-based techniques to problem solving in a research and 
nformation context. 


unhe details and an application form are available from: 
The County Planning Officer, County Hall, Dorchester DT1 1XJ. 
Telephone: 0305 204258. 


1f you would like to discuss the post informally, contact: 
Keith Woodhead (Group Leader Research & information). 
on Bournemouth (0202) 20101 3. 


Goenga date: 20 "n 1990. 





ES DORSET 


o Souny sus 


er in London. Fax 071-224 | 


| Street, New 














ITALY 
CASTLES IN THE SKY 


or villas in the vineyard, the best city or countny 
diss all over Italy. American specialist base 
in Rome will inta the glos holiday. 
















US IMMIGRATION 
Practice limited to US immigration law 


Southeastern States. Over 20 year: 
experience. 


Gary C. Furin, Attorney at Law - 
305 Buckhead d i £. Atlanta, 


Tel: (404) 237-193 ar S404) 264-4 149 












AUTHORS WANTED 
BY NY PUBLISHER 


Leading subsidy book publisher seeks 
. manuscripts of all types, fiction, 
| fiction, poetry, juvenile, scholarly 


| religious works. etc. New authors 
| comed. Send for free booklet. 


S92, Van Press, 516 W, 34th 
tork NY 10001 USA 


. IMMIGRATION TO BRITAIN 


| Do you need sound advice on UK Imini- 

















— 1 gration matters? If so, come to the 


Professionals. 
| Former senior officials of the UK Immi- 
| gration Service will assist. with every 
aspect, including business investor cases, 
work permits, overseas company repre- 
sentatives and all individual requirements 
Further details from: Cooper Tuff Immi 
gration Consultants, Suite 328, Premie 
House, 10 Greycoat Place, London SW1IP 
Tel: 071-222 8866, Fax: 071-222 





Luxury serviced offices on 
flexible lets. 


` Call 071-976 1144 










COMING TO 
„LONDON? 








'90-Sapt ‘86 from “£260 per week 
Agr 6 San 30 trom "£210 per wost 
For further details contact: 


Za 
oa Court, 24 Upper Woburn Pisce, Londe: 


Telephone: 071 387 2022. Fax: 871 360 0280. 
eres INTERNATIONAL, VISA, AMERICAN 


ttn nee OR for provision g! 
furnishings, subject to CS 










Readers are 
| . recommended 
| to make appropriate enquiries and 
| take appropriate advice before send- 
ing any money, incurring any ex- 
pense or entering into a binding 
l commitment in relation to an adver- 
 tisement. The Economist Newspaper 
Limited shail not be liable to any 
person for loss or damage incurred 
or suffered as a result of his/her 
accepting or offering to accept an 
invitation contained in any advertise-- 
ment consi in The Economist. 
















































LEARN THE SECRETS ABOUT 


EXECUTIVE HOTEL 


GETTING A SECOND 
57 PONT STREET FOREIGN PASSPORT! 
KNIGHTSBRIDGE | | With an extra passport you will enjoy 


LONDON SWIXOBD . 
Tek: 071-581 2424 | 


| more independence and security. Take 
| advantage of foreign opportunities! 
] Save on taxes! There are scores of 
important benefits. 
Lie of oe ot hes of pesos enjoy the - 
: antages of having dual passports! . 
Join them—be a anne of he Word, 
_ Send £60 (US$100) postpaid or add £12 
| (U5$20) for airmail today and see how 
| easy itis to get your second passport! 1f 
. F not«onvinced send for free details! 
| See it on our money back guarantee! 
| Scope itd, eon 119, 62 Murray Road, | 
| Hom Hants POS SJL. Tei: (0705) 
592255. Fax: (0705) 591975. Overseas 
(+44 705). mE 













; fictvontile neighbourhoods. | 
: pes i English » breakfast | 











A LINBAR EXCLUSIVE HOTEL 





HAMILTON McGILL 
SOCIATES 


‘Our European Liaison Director will Introducing the key 

“be in England between the dates of concept for Executive 

st and 11th of August. Apart |  Resourcing in the 1990s: 

tram existing appointments he has ia & OMS ; 

time to schedule meetings with SE aiU i. Vit 
otential clients. If you have a 

Sedat or idea which you feel is Tel: 071491 8983 

right for the Japanese market & E 

would like to meet with Mr. Kujawa, Le . 071. 335 6125 

.please.fax details to:~ — | SGETUTDE BRCRUITMENT 


JAPAN 05613-8-0939 J m | 





AQUACUL' URE 
INVESTMENT IN 
WEST AFRICA 


Investment opportunity (participation) in fish-farm project in 
Nigeria. Fully established company, all required permits (govern- 
ment) at hand, ready to take off. European management. 100 
nectares land available. Ideal climatic conditions and good water 
supply. Great potential and ready market. Information available 
from: 


-.. Aquaculture Company. Ltd, PACO, , Postiach 745, FL-9490 
7 TATUS ee stl E of Liechtenstein.. | 









invitation for. Tenders mm 
Government of the Republic of Cypris: 


p Consultancy services for the implementation. 
^ of the project . 
"Strengthening the Competitiveness 


"E a 


of Cyprus Industry 


The Ministry of Commerce and Industry invites tenders for the provision of Consultancy 
Services for the implementation of the above Project. Ti he Project is financed by the 
] . United Nations Developmen Programme and aims primarily at: 


{a) creating strategic planning capability within the government with ios io long-term 
industrial deve ment m 


(bj enhancing the REEE of Cyprus industry with emphasis on industrial 
design, technology, management and inter firm co-operation. 


Further information and copies ofthe Tender Documents can be obtained from: 


The Director of Industry, Ministry o of Commerce and Indu ns 
Terns ae" ext 180 or 155, or tel: 02-452418. Telelax: 3661: 366120. Telex: 



















l Closing date tor the submission of onder is 31 August 1990. 



























WILLETT HOTEL 


32 Sloane Gardens, 
London SW1W 8DJ. 
Telephone 071-824 8415. 
Fax: 071-824 8415 

Telex: 926678  — 


Smali iv ados town M d Sloane E T 






















I Cali (071) 434-0 4.0030 i 
215-217 Oxford St London WIR 




















Quiet tree. dined street close. to she 
2 restaurants, and tube station. 





LE Migration - Se vices, q 
PO Box 474, Edgecliff NSW, 

dd Australia: a 
| Tel: (02) 320906. Fax: (02) 
397 4908. Telex: AA 70041. 


THE PARKES 







zd LN. Telex: 893095. Peu 








[ cur ES ‘OF — 
| YOUR STAY IN LONDON 


| "Take a furnished. self: t 




























































tained se 
LONDON'S LATEST SUITE HOTEL. ment in Knightsbrida Harrod 
; LUXURIOUSLY APPOINTED, | a eae tala phone, 
- HOTEL ROOMS (from) colour si^ E ama Mia = "e 
SLEEPS 2 £90.00 + VAT] | PN faa Sev e Service Apartment ; 
... SUITES (from) MEN C 07-884 4123. Tele Telex: 205441 mran 
| SLEEPS 4 £150.00 + VAT | + | 
INCLUSIVE OF: i tf : 
edd UK IMMIGRATION 
reakfast — ? 
| * Colour TV radio. ^ Longest established ^ specialist. 
* Direct dial teleph p 
x Hardy eie one consultancy, with qualified profes- 
| * Hospitality tray/tea/coffee/. Sional.staff (including ex-Home. 
| oe e ] Office), provides complete service: 
| * Complimentary newspapers | || to obtain work permits and visas- 
* Luxury kitchenette in each suite 
| x Luxurous appointed bachrooms | | OF extensions for businessmen, 
* Guest lounge E | persons of independent means 
* Ironing centre/trouser press „and their dependents. i 
Em | Further details from: 
41-43 Beaufort Gardens E 
Knightsbridge 
London SW3 IPW y 
Tel: 071-581 9944 Fax: 071- ze 3447 | 


ir Seny 


OFFSHORE 
COMPANIES 


B. V. ISLANDS 525 | 
GIBRALTAR = — - £375 | 
GUERNSEY — £595 | 
HONGKONG £495 [| | | 
IRELAND NON-RES £395 f |, 






















JSLEOFMAN  ~ £950. 
JERSEY | | . . £550 
LIBERIA £525 
PANAMA | £525 

FULL NOMINEE, MANAGEMENT, 
ACCOUNTING AND ADMIN 

SERVICES AVAILABLE 


FOR AN EXPLANATORY DISCUSSION 
AND BROCHURE, CALL COLIN 
FORSTER, OVERSEAS COMPANY 

REGISTRATION AGENTS LTD. 
COMPANIES HOUSE, TCWER 
STREET, RAMSEY, ISLE CF MAN . 


oe gin 
Pow 


Contact Neil Harrison Fax: 0f 































M^ 


& prin Ui NR 


E. ! uas i] a oar | 
Í IPTE I+ 
Si A kia + TEN : 





A LUXURY, LA NDMAR RK 
. LONDON HOTEL. 

7 2s ! Bayswater Road 
London W2 4 RJ 
Tel: 071-221 2217 
Fax: 071-589 9526 

Telex: 268235 


After major refurbishment 
the Coburg will be Reopen 
in August 1990. 


Restored t to its former 
e leg gal 















of cali m anc r psit a 


A special i ir troductory offer 

.. Of 15 per cent discount 

bic cv the month of 
> Au gu St. 










SWITZERLAND 


| We show P2 how. Enquiries 


confidential 








savin s ton. 
Iu uei XE cum Lr oom, Mi 
ting, elevator. 
s "entra located in Kensington ata > B 





THE EUROASIA PACIFIC CORPORATION ; 
. PROMOTING EXPORT-IMPORT, 


_JOINT-VENTURES & INVESTMENTS 
BETWEEN E EUROPE e = in EAST 


Contact: M. SEE « s. PAYNE 
$t Alphage House Tel: 071-638 2019 | 
2 Fore Street Fax: 071-256 6930 
| London Ecay, SDA, Great Britain | 

















|. Serviced DE | 


[ APARTMENTS OFFER 











"mii e fully equipped kitchens || 

Hi €24hr Reception i 

T @ Direct dial Sici 
| @ Colour T. V* 
i Ew MAE 

[ @ Secretarial services 

| OLaundry/dry cleaning: 

i] —" G Perfect for families | 

Situated in Knightsbridge & Kensington, | 

| we offer a wide selection of recently || 



























refurbished, spacious one, two, three | 
ij bedroomed apartments. The long or short || 
| term solution, whether on business or 
vacation. Prices from £60.00 per day. 


Send for Brochure & Seasonal Offers 
ll SERVICED APARTMENTS LIMITED | 
26/ 21, COLLINGHAM GARDENS 
; . LONDON SWS OHN. ESSE 
| Tek 071-835 1144 
{| Fax: 071-373 9603. . — ^ Te 





































‘EDIE @ Seven day maid service. | 


Harrison, 
Kirkby, Notts NG17 7HY, England. 


| US HOUSING EXPORTS 





CHARTERED ACCOUNTANT wishe: 
to buy practice or partnership. Tel: 071- 
286 7000. Fax: 071-437 0103. | 








THE GLOBAL PORTFOLIO. The news- 
letter of International Equity Investing. 
Freeissue. Mercer, BOFifth Avenue, NY, 
NY 10011. 





2ND  PASSPORT/DR. LICENCES. 
Special reports, Any country. INI, 26 
Kleomenu Athens 10675 Greece. Fax 
7219080. 





| BEST DEALS in firstclub class fares 


worldwide via Amsterdam. Contact 
Scenic Travel Ltd. Telephone 081 808 
2943/081 801 7471. Fax: 081 808 
1554. IATA/ABTA. 





‘OVERSEAS POSITIONS. Hundreds o! 


top-paying positions. All occupatic 
Free details. Overseas Emplo 
Services, Dept EC, PO Box 460, T: 

of Mt Royal, Quebec, ‘Canada H3P 
3C7. | 





a 


| {DEAL LOCATION for London office/ 


UK meetings. Easy access major air- 
ports/motorway system, Extensive 
modern facilities. Sandra Herbert, Ar- 
lingham House, South Mimms, Herts 
ENS 3PH. Tel: 0707 49111. 





INVESTORS/PARTNERS sought for 
specialised food/restaurant venture. 
Funds required circa £500,000. Genu- 
vi replies only, please, to Box No 

04, The Economist Newspaper Ltd, 
H S James's Street, London SW1A 


HG 





| MAIL TOP UK EXECUTIVES WITH 
| ACCURACY Latest corrected lists for 
.. Times 1000, tested and checked: £135 


on 3.5 disk, satisfaction assured. De- 
tails: Pearson Grant Precision Commu- 


nication [--4471] (071) 498 6288; fax 


498 3540. 


EMIGRATE OR WORK -—— 


sential information on Australia, 
Canada, New Zealand, USA and 
Europe. d details and prices send 
ressed envelope and stamp or 
two international reply coupons to E. 
10 Westminster Avenue, 

















[us IMMIGRATION : 


A : j tod to oo immigration law. 








Wood skeleton houses manufactured in| 
our factory and shipped to vou anywhere | 
in the world. Many models to choose from | 
or send us vour plans for bid. 
Call or write for free brochure. Northern - 
Counties Lumber Inc, Route 50 West, PO 1 
Box 97, Upperville, VA 22176. Tel: (703) 

392- 3232. Fax: (703) 392 3552 MS NC 


































OUTPUT, DEMAND AND JOBS Japan's unemployment rate stood at 2.1% in the year to May, 
compared with 2.496 a year ago. West Germany's industrial production went up 7.2% in the year to 
May, the biggest increase in the countries listed in the table. Canada's industrial output shrank for 
the fourth month in a row; it fell by 2.296 in the year to April, against a decline of 1.196 in the year to 
March. Australia's industrial production fell 2.4% in the same period, compared with an increase of 
10.796 in the year to April 1989. | 


* change at annual rate 
| industrial 


COMMODITY PRICE INDEX. 
| After five years stuck at 
' around $1,200 a troy ounce, 
the price of rhodium, a metal in the platinum 
group, has jumped five-fold. Problems with | 
Rustenberg s new precious-metals refinery. 

in Bophuthatswana have caused a shortfall 
- of about 40,000 ounces during the first. few. 
months of 1990—equivalent to over 12% of 













uction a mw retail sales [volume] unemployment % rate 















































































3 mthst 3 mthst 1 year latest year ago ` 
A M. E 7 aa a 50cm — os "X894 77769 u a last year's rhodium demand. Just under 
NEERNELNELINEEI NEIN E XN 8096 of the world's supply ends up in moto 
2 29754 4 5» ANTA rr . 517 te C36 w, 3 77 | vehicles' catalytic converters: rhodium is an 

= (19 me +28 . 29 oF — &9 + 18 Aw" 93 4 . 100 | essential ingredient. According to Johnso 
W. Get - + 7.2 wy +141 + 44 o +102 +40 aw 73 wy 79 | Matthey, stricter emission controls mean. 
— 28 wt ON 88 9 +121 + 47 wert 50 my — 57 | thatdemand for catalysts in Europe will have 
ZEL BT we tie teou TA A et  Do more than doubled by 1993. While Rusten- 

Low. S c ae oe E UE. MON S berg remains in trouble, Lonrho and Impala, 

— 51 ax na  — na 4H 17.1 + 44 Apt 15.7 May 17.6 


eM EH HEP HMHM ANH HEN ASI NEAR ME NI ANITA NET rS Mir rrr Puer HAMA eH HEN aaa a dan Lay prre ar Hr trinm mir m kr ld p ei n rd P AAAI Ahn IUS m ir arr rri 


two other producers, are in clover. 





1.41. 
^. 06 
65 — ee Jun 26 dui 3t : 

+ 3.9 + 13 May +21 -220 9.2 ` 
$ alue index deflated by GPI." "New Seres. | i M e Persei = 
NN | Allitems 3263 1290 mi — 58 
PRICES AND WAGES West Germany's annual rate of consumer-price inflation was 2.3% for the | Food — 979 à—1017 + 03 - 95 
third consecutive month in June. Japan's inflation rose slightly to 2.7% in the year to May. irae nem 
Sweden's workers received a pay rise of 14.4% in the year to April, an increase of 3.8% after SEDET 1 24 
allowing for inflation. Dutch workers' real wages increased just 0.5% in the year to May. Italy's “Metals 1637 1662  — 08 — 64 


wholesale-price inflation slowed to 4.4% in the year to April. 

















% change at annual rate Ail items 93.3 929 | — 53 -—160 
consumer prices* l wholesale prices* wages/earningst Food 723 732 — 80 -193 
3mthst year — 3mthst 1 year | | Smthst . tyear ——— i ai P p A 
Australia +70 +86  — +55 +66 Me Fot  -62w* E a TG E 
jiur ^30 + 30 m —~62 +04 ww +195 +55 q* tA e REN F 
Canada +49 +45 w +07 +03 wy +59 +58 a —— 120.9 1197 -— 62 7165 
Eiane 27 : EN zs * pé x 
na Ss a a I MUNERE M TD a DISC E M Ail items 973 983 — 18  -—114 
W.G 2 23 : ENG Food 754 775 — 18  -149 
‘Holland +37 + 2.2 wey | — 08 — 13 aw + 42 + 2.7 May a eee I 
"S x "Natt 1089 10! 06 — 36° 
Ap! 
Metals 4 1267 —- -—119 - 
Sweden +18.2 +10.2 May + 26 + 3.4 May 4124 144 Ax Meme 3261 1267  — 25 —T19. | 
Switzerland EAS 115 Wi. o9 LL E TUM Ee $T | Spero 34975 — 36150 +08 — 10 ` 
ud Crude oil North Sea Brent MES 















f Provisional t$ Non-food agriculturals H 






7 wage rates in manufacturing except Australia, aik earnings; Japan, and Switzerland, monthly earnings; Belgium, Canada, $ aad USA ey 
; UK, monthly earnings for a all employses.t 1989 


BH HOUSE PRICES During the "n 1980s © 
house prices fell in real terms in most of the 
world's rich cities. Between 1980 and 1984. | 
property prices slumped 37% in Brussels - 
and 32% in Stockholm; only New York | 
(rising by 25% during the period), Frankfurt 
{up 20%) and Tokyo (up 12%) escaped the 
-Shake-out. Since then real property prices 
:have boomed: between 1985 and 1989 they- 
fell only i in Frankfurt, by 696. After tumbling 
29% in 1980-84, house prices in Madrid 
soared by 15896 in 1985-89. During that 
period house prices climbed 11496 in Tokyo; 
they also more than doubled in Toronto. 
London's house prices rose by an almost 
„modest 68%, restrained by higher interest 
rates during 1988 and 1989. Milanese home- 
owners saw the smallest real gains—just 
37% during the four years. 


Footnotes applicable to ail tables. Ail figures seasonally adjusted except * not seas. adj. t Average of tatest 3 months compared with avg. of previous 3 mos, at annuai rate. na not available. 




































ECONOMIST JULY 7 1990 —— 





& FOREIGN TRADE The oco stijl- 
America to have the world's biggest current- 
account deficit this year, at around $100 
billion, but as a percentage of GNP the deficit 
is expected to fall to 1.8%—-half its peak in 
1987. Nine industrial economies have bigger 
deficits than America as a percentage of 
GNP, including Greece (5.596) and Australia 
(5.0%). At the other extreme, West Germa- 
ny's current-account surplus looks. set to 
overtake Japan's in dollar terms this year; at 
4.4% of its GNP, it will be more than double 
Japan's puny 1.8%. Over the past five years, 
lreland-has seen the biggest change in its 
external balance, from a deficit of 4,196 of 
.GNP in 1985 to a forecast surplus of 1.096 
this year. The biggest deteriorations were in 
-Spain and Britain, which have both moved 
from surplus to deficits of more than 3% of 
GNP. . | 





























































expects d: 


WORLD B ) BOURSES Wall Street ced 0.896 d of its m nd after a pre- -holiday session iat 








heavy institutional buying. Tokyo ended the week up 2.7%. Worries about company profits and 
Britain's endlessly delayed entry into the ERM left London down 1.2% on the week. 














low 


— 1434.5 


3334.2 
482.9 
2151.5 
184.2 
2738.2 
646.7 


280021 
| 1479.0 


2794.0 

248.2 
1127.2 

737.6 
2103.4 
2543.2 
4683 — 


Stock price indices E 
Jul 3 . 1990 
* July 2 high 
Australia — — 15128 — . 17137 
Belgium 6281.6 | 6599.4 
Canada 3560.00 | 40095. 
France 544.0 5646. 

. WGermany — 23303 2414.0 
Holland 1983 2063 
Hongkong 33566 33566 © 
Italy 7414. 7635. 
Japan 324146 387129 
Singapore 1524.4" 1607.1 
South Africa — 29720 — 32110 
Spain 2087 — .. 3029 
Sweden 1320.8 1320.8 — 
Switzerland 837.3 | 8873. 
UK | 2371.7 2463,7 
USA © 29116 29359 
World —  — 5240 | zi 0 


ck 1.2 


-— 05 


X149 


— 08 
+ 27 
+ 01 


Td4 


“+ 22 


+ 18 


— 1.2 
+ 24 
+ 2.5 





% Change on 
one record 31/12/89 
year high in local 
currency 
+ 05  —344 — 8.3 5 
+ 35 — 7.7 ~30 +1 
— 52 —134 —10.3 
+ 13.3 — 34 — 18 
^ 250 | — 35 +64 
+ 24 — 58 — 22 
c 449 —15.0 +18.3 
+ 142 —18.4 +78 
23 —167 —167 
^ 169 — 51 + 29 
* 134 — — 74 4 66 
— 27 | — 92 + 0.6 
+ 82  —38 + 47 
* 108 — — ni -101 
+ 91 —- 37 — 2.4 = 
+187 —08 + 58 
+ 43 — 8.2 — 7.6 








—76 


| 1 Morgan Stanley Capital international Converted. at financial rate 





MONEY A AND INTEREST RATES. The et in America s broad money supply slowed to 2.396 in 
the year to May. Holland's broad money supply gow. 14. 7*6 i in tha 12 months to April. Swiss banks 
raised their prime rate to 118%. ~- 


interest rates % p.a.  (fiondoy, except bonds which are previous Friday) 
Money market | 


E ——BÁ— i RARE 


__Money supply 

% rise on year ago. 

Narrow — Broad Overnight 3 months 

[Mt] 
Australia +49 +183 a» 1495 
Belgium +55 +94 o 9.50 
Canada — 30 +10.2 my 1400 
France 4 59 +56 ma 1013 
W. Germany + 4.2 + 40 a 8.00 
Holland +39 +14.7 ay 7.13 
italy + 9.7 +100 a 11.50 
Japan — 06 4132 my 7.34 
Spain +23.4 +87 ww 1478 
Sweden. na + 8&1 ax 11.95 
Switzerland — 81 + 31 mer 9.25 
UK + 69 +17.1 >m 1513 
USA +38 +23 wy 819 


Other key rates in London 3-mth Treasury Bills 14.3%, 7-day Interbank 14.996, clearing banks’ 7- 


rates (Libor): 3 mths 8.3%, 6 mths 8.4%. 


$M1 except UK MO; M3 except Belgium, Holland, Italy and Sweden. M2, Japan M2 
available on request. Sources: Banco Bilbao Vizcaya 
Handelsbanken, Westpac Banking Corp, CSFB, 








rade balancet | current. trade-weightedit 
oro" $bn 3 account exchange rate 
2 latest latest 12 balance $bn 
. . month months latest 12 mths latest — year ago 








latest 


9.40 


13.70 


9.75 
8.15 
8.13 
11.88 
6.95 
15.04 
12.85 
. 9.00 
14.91 
8.13 


year ago 












WEFA V Group. These rates cannot be constrogd as stes by these 


TRADE, EXCHANGE RATES AND RESERVES Japan's visible-trade balance narrowed to 
fell to $46. 3 billion. Italy S visible-trade deficit widened to 


"currency units ! per $ 





plus COs, Spain M3+-other: liquid assets, UK M4. Definitions of interest rates quoted 
, Chase Manhattan, Banque de Commerce (Belgium), Credit Lyonnais, s Lyonnais Bank Nederland, Svenska 


* currency units - 


asit gern „per ecu 


| 21515 .— 





"A E 











$63.6 billion i in the year to May. its current-account surplus 
| $12.5 billion over the same period, while Australia's current-account deficit narrowed to 
$15 E] bition. The yen's: trade-weighted exchange rate gained 1.6%; the dollar lost 1.5%, and starting gained 0.9%. 





Commercial banks Bond yields Eurocurrency 
Prime Deposits Gov't Corporate Deposits Bonds 
lending 3 months long-term 3 months 
18.75 — 14.99 1335 14.47 14.56 14.63 
13.25 9.15 9.73 9.72 9.44 997 
1475 13.70 10.89 11.63 13.25 12.55 
10.50 10.06 9.68 1034 1000 9.82 
10.50 7.42 880 8.85 8.19 8,90 
10.25 8.13 8.84 9.44 819 913 
1300 na 11.21 11.86 11.25 1127 
713 363 732 7.12 763 701 
(16.25 — 725 1271 1337 1462 13.48 
14.00 1265 . 13.44 13.90 1225 13.26 
1138 — 850 . 614 673 900 663 
1600 — 1488 11.139 1250 14.92 1245 
1000 823 8.39 935 825 8 





day notice 4.096. Eur 





foreign reservestt 
$bn 






B29- 
. 382. 


Ki ad 


year ago 













395. 
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23 90 a month ? 





Take if easy 


it's inclusive of everything 


Rents for The Atrium are inclusive of management fees, 
maid service, air-conditioning, furnishings, household 
appliances, utilities and government rates. No hidden 
costs, no nasty surprises. 





The Atrium offers an unparalleled range 
of services and features: 


136 furnished and serviced suites conveniently located on the 14 floors above the 
Marriott Hotel 

9 Owned and managed by Swire Properties Limited 
As many as 10 different designs with sizes ranging from studios of 606 sq. ft. to 
spacious duplexes of 3,388 sq. ft. 
Completely furnished and fully equipped with cutlery, crockery, linen and 
electrical appliances 
Centrally airconditioned for vear-round comfort 
Magnificent harbour views 
In-house movies 
Complete daily maid service 
Security system with sophisticated equipment and well-trained staff 
Marriott Hotel's swimming pool, health club, business centre, restaurants and 
room service are conveniently available at no extra charge or with special 





discounts 

Easy access to transport services and within walking distance of the rest of Central 
District and Wanchai 

Pacific Place facilities will, on completion, include The Mall, an 800,000 sq. ft. 


FURNISHED, SERVICED SUITES shopping complex with eating and entertainment facilities, a car park in the 
É basement, rwo first class office buildings, luxury apartments and three major 
At Pacific Place 88 Queensway Hong Kong hotels 


Immediate Occupation 





For more information, please contact: 
DTE | AVAILABLE FROM THREE MONTH TO TWO YEAR LEASES 
VIEWING BY APPOINTMENT ONLY 


SWIRE PROPERTIES LIMITED 


34rd Floor, One Pacific Plane, 88 Queensway, Hong Kong 
Telephone. 844 3888, Telex: HX74217, Fax: 810 1547 


OPEN MONDAY TO SATURDAY 
( TEL: 804 6063) 











Global Connections, Strength Where You Need It 












The rapidly changing worlds of finance and capital make predictions difficult. 
But one thing is clear, computerized financial analysis is here to stay. 





Yamaichi's Financial Science 
now features an integrated financial 
information system—Integral-25— 
that combines the power of 
advanced market and mathemati- 
cal theories, global database access 
and personal computer flexibility. 

Yamaichi's Financial Science 
system has applications in every 
field of Yamaichi's activities. 

From corporate finance and M&A 
assistance to brokerage, portfolio 





advice and fund management, 
the system provides greatly 
enhanced decision-making 
support. 

For example, effective asset 
management is possible through 
Integral-25's stand-alone functions 
designed to aid asset allocation 
into global markets and curren- 
cies, securities analysis and evalu- 
ation, portfolio management, 
risk management and hedging. 


Financial Science is one more reason why, 
around the world, around the clock, Yamaichi is a one-stop source of strong, 
vigorous and innovative international financial services. 





YAMAICHI 


SECURITIES 


Yamaichi international (Europe) Limited: Finsbury Court, 11-117 Finsbury Pavement, London, ECZA 1EQ, URK. Tet. 071-638-5899 Telex: Bg7414/B YSCLDN G 
Member of The Securities Association Member of The International Stock Exchange 
Amsterdam, Frankfurt/Main, Paris, Zürich, Geneva, Lugano, Milano, Madrid, Bahrain, New York. Chicago, Los Angeles, San Francisco, Montreal, Toronto, 
Hong Kong. Singapore, Bangkok, Being. Shanghai, Seoul, Sydney. Melbourne 


issued by Yamaichi Secunties Co, Lid. and, for the purposes of Section 57 Financial Services Act 1986. approved by Yamaichi Internationat (Europe) Limited, which ts a member of TSA. 
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400,000 MW worldwide. 
EC ALSTHOM is a world 


eader in power generation. 


EC ALSTHOM harnesses 


energy in all its forms to 
develop the worid’s electric 
power using the most 
advanced techniques: 

he most powerful steam, gas 
and water turbines, the 

ghest efficiency boilers, the 

orid’s most extensive 
uclear power program, the 

argest hydroelectric 
ompiexes and combined 
ycle stations - the power 

plants of the future. 

Shortening distances, 
arnessing energy, bringing 
ontinents closer. 

EC ALSTHOM'’s fields of 
activity include: Power 
generation, transmission and 
distribution. Transport and 
shipbuilding. Fluid control. 
Robotics and new materials. 

EC ALSTHOM is 80,000 
people around the world. 
Annual sales of $9 billion. 

eading edge technology as 
a daily reality. Respect for 
he environment as a prime 

onsideration. 

EC ALSTHOM wants to 

ake an even greater 

ontribution to satisfying two 
undamental human needs: 


anergy and transport. 

















No ONE KNOWS 


Wuy THE EARTH. 





Is HOTTER HERE 














THAN THERE, | 





BUT EVERYONE ~~ 





KNOWS 





WHO PRODUCES 
ENERGY 


EVERYWHERE 











IN THE WORLD. 





WALL STREET 
"NOW TO SHOW THEM SOME REAL DRIVE." 
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OMEGA. The watch that records the world ssignilicant moments 
At the Olympic Games. In outer space. And exclusively for vou 


Here is the Omega Constellation in stainless steel and 18 K gold 
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Sin—You aireak conclude 
(“Latin America's new start”, 


the region's debt burden than 
can the generosity of foreigners. 


that there have been three other 


| independence at intervals of 50- 
0 years. The first erupted in 


28 4 bond « oe by wide- 





















ness to supply | 
matched by two Latin American 
structural factors which made 
borrowing abroad vital: the need 
to import increasingly sophisti- 
cated products and technol- 
ogies, and the absence of ade- 
quate domestic capital markets 
to finance development and 
budgetary deficits. No matter 
_ What economic reforms are im- 
plemented, these same factors 
will continue to dominate Latin 
America for the foreseeable fu- 
ture. Hence another credi 
| vestment cycle eems 
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Commercial's reassurance 


SiR—I refer to your article on 
the performance of British life 
assurance companies ("Com- 
pare and contrast", June 30th). I 
was very concerned to see Com- 
mercial’ Union listed as “a lag- 
gard" in respect of the death- 
claim value and surrender value 


of a 15-year endowment policy | 


after 10 years, as shown in col- 


umns 10 and 11 of your table. 


The answer unfortunately lies 
in the figures we supplied to you. 
The correct figures for the death 
claim value and surrender value 
are £33,887 and £18,062 respec- 
tively. Those figures place us in a 
good position in the perfor- 
mance table. 





Croydon, 
Surrey Commercial Union — 
Hang 'em 


SiR—1t is beyond my compre- 


hension why you always seem to 
be. offended when Malaysia 
sends drug traffickers to the ga 


lows (June 2nd). | 
Public hanging, an ancient 


tradition in England and Scot- 


land, is an object lesson which is 


difficult to ignore. In 1530 one 
- -of my ancestors, James V, caught 
up with the Lowlands free- 


booter, John Armstrong, whom 


Í many Highlanders still regard as 


the personification of the terms 


thief and traitor. The 19-year- 


old James hanged Armstrong 


and his gang on the nearest con- 


venient trees. The effect on 
Other Lowland marauders, albeit 


m 
"O 


G. HARPIN | 


in the 


Sos dH dre eb qp edge 


kd ERS HO dede edd qe xp beg edd Qr SCRE i gd deedeb SHED des 


sida the young re meant 





what he said. If the rest of the - 


world would mind its own busi- 
ness and let Malaysia deal with 
drug dealers summarily, tens of 
thousands of innocent lives, and 
millions in treasure, now lost to 
drug addiction could be saved. 
Annapolis, 

Maryland T. FRENCH-NORTON 





Lowering the constitution 


Sm — Burning the American fag 


is stupid. It is an act directed 
against a symbol. But, more im- 
portantly, it is also an act that 
underscores the vital rights for 
which that symbol stands. Burn- 
ing the flag is stupid because it is 
so counter-productive. Such an 
act is not a threat to any Ameri- 
can; at worst, it is an irritant. 
So to argue that Americans 
now need a constitutional 
amendment against flag burning 


_is to argue we need a constitu- 
tional guarantee against stupid- — ba 
ideology. Regrettably, the fact 


ity. That is lunacy, on the face of 


| it. It serves only to drag the con- 


stitution to the same level of 
philosophical insight and sagac- 
ity as the act against which it is 
addressed. Alas, Americans now 
seem collectively on the verge of 
such a lunacy. 

Middleton, 

Massachusetts | MICHAEL KURAS 





Counting camcorders 


StR— Your article regarding the 
strength of Sony's 8mm format 
camcorder market 
("Counterpunch", June 30th) is 
incorrect. You state that "indus- 
try watchers” expect Sony to in- 
crease its share of the camcorder 
market to 4596 this year with an- 
other 3596 going to the other 
8mm makers, making a total 
share of 8096 for the 8mm for- 
mat. You suggest, furthermore, 
that Matsushita's vus format is 
"doomed". 


The figures for 1989, as sub- | 
stantiated by the reliable ms 


Mackintosh Consumer Elec- 
tronics Information Service, 


show that in Japan the vus and 


VHS-C industry share is 57% as 
opposed to the 8mm share, 






United States the vus share is 
72% compared with 28% for the 
8mm. format. The provisional 
figures for the first five months 


E" pa Msg Inter-Tr. 


which is 4396; in Europe. ther xd market sectors, identifies the threats for 


tio is 5596 to 45% and in the | 








figures are quoted by ormat : 
not individual manlüctüreis, it 


follows that the Sony industry 


share would be considerably less 
than for the 8mm group as a 
whole. 





! Eric BEAN 
Bracknell, Director 
Berkshire». Panasonic Europe 
Switzerland's serious side 


SiR—Do you seriously consider 
"funny" the appropriate adjec- 
tive to describe Switzerland, ad- 
mittedly small in size, but at the 
same time the world's oldest 
continuously functioning de- 


, mocracy ("Goodbye to the na- 


tion-state", June 23rd)? I am dis- 
appointed that you see no m^7* 
in pointing out some of the p 

tive aspects of Swiss democrat 


tradition against a multicultural 


background. 
You deservedly give credit to 


America for building a nation 





on a strong and positive 


that Switzerland—celebrating i in 
1991 the 700th anniversary of 
confederation—has survived as 
a united democracy combining 
three different cultures and four 
languages within one nation, 
goes unnoticed. 





West Byfleet, 
Surrey | LE. BOHLER 
A: One thousand million 


Sm—Q: When you use the word 
"billion", what do you mean: 


one thousand million or one ~“ 


lion million? 
Bogota, 
Colombia Jaime ARIAS RESTREPO 
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International 


Approaching the Soviet 

PC Market 

The olor of COCOM restrictions, 
in June, on high tech 

le to Eastern Europe will | 

| revolutionise the Soviet PC Market, with 

demand in the 1990s estimated to top 

25 million units, not counting related 

Software and peripherals. This new 179 


report, prepared in association 
ade Consult, quantifies the 


















businesses, lists the relevant JVs and 

: provides the background and facts 
needed to enter or expand your market 
presence. for. PCs 4 in the Soviet Union. 







of 1990 indicate no significant dM 


major name in the engi rid gem 
business, with a list of clients spanning.the energy 
and felecommunications industries onan 


international scale. 


Borne out of o our ir spacialist expertise is is a | 
consultancy practice which takes a pro-active role in 


engineering projects worldwide. We provide clients — E 


with a full range of consultancy services on specific 
projects, but we are also increasingly involved in the 
marketing and development of project investment 
opportunities. This key role provides an ideal 
opportunity for an experienced consultant who 
desires greater busi iness freedom and the chance to 
build a specialist team. 


Worki ing withi in the Feasibi ility Study - 
Department, your brief will be to identify and analyse 
business opportunities. fer new and Seng clients 


T Mes and it is Hay th that ud 


“an attractive Sa lary aid benefi is package, | Ma walia ag 


.. the freedom and scope to. dmplemeri your ideas and 


vbank Freece 
Engineering the future — 


build on your expertise. It talaa mann 


that you have the opportunity 


edge projects without cman yoursel i to a Career 
inLondon. = 


For further intoirniiiion about the position, 
please write with full career details to Philip Tucker, 
Senior Personnel Officer, Ewbank Preece, Prudential - 
House, North Street, Brighton BN1 1RZ. 
Alternatively, call him on Bri ighton (0273) 724533. 
(Fax: 0273 200483). 








Excellent Pa ckage 


Rare opportunity for oil iadustry: expert to head the oil research team i in the equities. 

ž division of an international house. 

THE COMPANY | TD | 
| Pre-eminent, integrate d investment. uus with «^ Repor to the Head of Equities Research. 

intial capital resources | A e | QU Al IFICATIONS | 
obal sec urit des s operation. Acknowledged p p xluct. <> Gre uate, aged 28-35, with broad oil industry 


| | experience encompassing downstream ie rations. 
" a pone m OG commitment tO quality equity rese: ücb. <> Strong: analytical. skills S, prefer rably gl MEL d in i 
1 THE POSITION "TEE _ corporate planning role. AN numerate. | 


SO Head of team providing investment advice on C» Excellent communication skills with the stature 


equities to professional fund managets. © ' | and confidence to head a team. Self motivated and 

j| $^ Direct responsibility for researching the UK based creative., 

| dnternational oil majors and presenting ideas to investors. j Please write, enclosing full cv, Ref LJ9921e 
| | 54Jermyn Street, London, SWIY Y OLE 
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Global C. 


C onsulting | Fi rmo 
To £100,000 plus benefits A 


Focal aea PEDE neni role with one of the world's premier financial management . 
consultancies. International practice, 50 offices worldwide, 1000 staff, outstanding client base. 
Primary responsibility for building the London business, developing the revenue base with 
emphasis on the financial services sector. Very considerable earnings and progression potential. 


SO FAEROLE 2 reo 2 QUALIFICATIONS 

. W Managing. and devel oping. a al team, easel with . M Bright, numerate graduate, probably MBA. Likely to be 
leading the business development drive. implementi nga X partnership material with a leading strategy consulting 
range of specialist consulting products led by a unique .. firm. Early to mid 30s. European languages helpful. 
asset valuation service. High degree of freedom. à | | 
@ Establishing productive client relationshi ips with Wi Proven record of business development essential. 
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lale chief executives and professional intermediarie Knowledge of financial services beneficial. 

including legal firrms and major investment banks. | 

E Broad profit responsible remit encompassing strategic E Talented, committed marketeer with the drive and 
planning, active parker. transaction managment and ambition to rapidly establish a sirena business presence 
team development. . e and professional team. 


-Please r reply i in writing, confidentiality assured, enclosing full detail to: CUM 
Ref. f 425701, 3rd Floor, Brook House, 113 Park Lane, London wiy 4H peo 












The Selection Division of. 
Sp ncer Stuart & Associates Ld 


Manchester 








paa m Management Cond firm. 


We are 


E a well ee ines d in motivated Economist | 


You will be: r am 


ru Toe eem of 


the unit see air business development and quality 
control activities. A diverse client orsi Ser includes the 


e B Strategie Planning 

€ Design and Pricing Systems 
è Market and Product Forecasting 
e Company/ Asset Valuation 

e Comp Ptitor Anglys 


INTERNATIONAI MARKETING CONSULTING GROUP 


Overview 


The Managing Director Europe is a challenging. high profile position inan 


international company which is an acknowledged leader in marketing 
consulting and research. The company serves “blue chip" clients in a variety 
of businesses. with particular emphasis on the media, packaged goods 
companies and advertising penne 


Responsibilities: 


Reporting to the Chief Executive Officer worldwide, the Managing Director. 
based in London. will be resporisible for leading the European subsidiaries 


and directly managing the U.K. operation. "which is the company's largest 

division. The Managing Director will be responsible for rapidly expanding 

both the Western and Eastern European markets. Enormous opportunity 

exists to build on the very solid foundation that currently exists. 

The Managing Director will take the leadership role in developing and 

implementing a value-maximizing strategy. for the European/U.K. 

operations. This involves: DEM n 

€ Assessing and implementing the value creation CSRDDEHDUSS for 

current businesses. TP ies 
Initiating and executing the develope ient « "ate 
strategies (including major acquisitions). do éreate 
shareholder value. kgs 

The MD will work closely with the European subsidiaries : and FOEDUS 


.. executive. benefits will-apply — 
_ Al correspondence willl 
by the Company's executive search consultants. Please reply to Box No. 

3705, The Economist Newspaper Limited, 25 St. James's Street, London 


| ad į itional : 


management to motivate máagement, implent: strategies andi generate | 
substantial long term cash flow. 


Required Characteristics 
An energetic. entrepreneurial, hardworking achiever is sought to take on 
this exciting position. The eandidate’s: qualities and career background 
should encompass: | 

è Asuccessful track record i in building substantial value j in busine 

e Management of client ser rvice intensive business. 

* Inter national management, 

è A highly analytical mind that is comfortable with strategic decision making: 

e Strong financial skills and a cash. fow orientation. i us 
Relevant career experience may include management consultancy, a, 
marketing (particularly in television or consumer goods). market research, 
advertising and communications/PR, 


Compensation 


Remuneration will be competitive with a substantial incentive programme. 
Incentive bonus willbe based on mog generation of long term cash fow. Full 


ndled i in a strict confidence and acknowledged 


SWIA IHG enclosing CV and current salary details. 






















@ Anglo American C orporation is proud to report a 20 per 

. cent increase in earnings, despite the fall in the gold price 
which affected a major segment of its business. Record 
earnings reflect the depth, siens and diversity of the 
Group. 


W The events of the last nine months have changed the face 
and future of South Africa as irreversibly as anything that 
has happened in Eastern Europe, and have opened up 
exciting prospects for a new v and democratic society. ` 


Bl For a genuine democracy tó develop, however, the world 
must accept that a growing economy, freed from sanctions, 
is as necessary to the success of constitutional negotiations 
as it is to the political stability of the furure South Africa. 







m Investment i in bui 
the new South África. 
be committed to a voluntary. 
ing training, work and skills. for the ' ‘lost. generation” of 


: ital mus be a major priority of 
s on its defence budget could 





Points from tbe honnai Statement Es the Chairman of Anglo American Corporation, Mr. Julian Ogilvie Tbompson: 


A “development force” provid- 






| suo amemcan conronation or souru arnica f- 


p Oe in de Republic of South Africa. dena No 0105 309 Q6. 
f HE PULL CHAIRMAN S $ TA TEMENT, WRITE TO: AAG, DEPT. 





black youth which dropped out of school during the years 
of political upheaval. Anglo American and its associates are 
currently funding 1,900 bursaries in higher education, 
2,700 apprenticeships and, last year, spent more than R200 
million on in-house skills training. Our Chairman's Fund ` 
spends R37 million per year on non-racial education and 
plans to spend more. 


MEA new South Africa must address the grievances asd 
aspirations of its black citizens. But nowhere have poverty ` 
and inequality. been alleviated without economic growth. 
Extensive state intervention and centralised planning have. 
failed the world over and are no more likely to succeed in 
the new South Africa. | 


M Even more than in the past, the South Africa of die future 
will need large companies with the financial, technical and 
managerial resources to undertake large. and. important 

projects that will be the real engine: of ‘growth for all 

Southern Africa. 
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N 1981, hes Ronald: esac mored into 

A the White House, it was suddenly fashion- 

able for men in Washington, DC, to wear ties - 
bearing the profile of an eighteenth-century m 
Scottish philosopher. Ten years later the — 
: same pre can occasionally be seen on T- . | 
shirts dre A v; Warsaw and pingi Adam 4 






‘so memorably ema and propounded has > 
never felt better. — 

9s Smith did not invent economics. Iud h 
! Schumpeter observed that "The Wealth Ni Nations” 'didn not 
contain “a single analytic idea, principle or method that was 
entirely new”. Smith’s achievement was to combine an ency- 
clopaedic variety of insight, information and anecdote, and to 
distil from it a revolutionary doctrine. The resulting master- 
piece is the most influential book about economics ever pub- 
lished. Remarkably, much of it speaks etrecey to. questions 
un are still of pressíng concern. 

"The; pity is that Smith's great book, like most EETA (of 
-900 pages), is more quoted than read. All sides in today's de- 
bates about economic policy have conspired to peddle a con- 
 veniently distorted version of its ideas. It is fairly safe to as- 
sume that a reincarnated Smith would not be à member even 

of Mr Neil Kinnock's Labour party; and if his spirit is still 
monitoring events, it will undoubtedly have celebrated the 
: collapse of communism. But it must also long to meet the 
liticians who have taken charge of a fine reputation and 
notao fne profile, and putthem right o ono one or two points. 





Greed is not good | | 

Today, Smith is widely seen as the Esca champion of 
self-interest. This is a misconception. Smith saw no moral vir- 
- tue in selfishness; on the contrary, he saw its dangers. Still less 
was he a defender of capital over labour (he talked of the cap- 
italist’s “mean rapacity”), or of the rising bourgeoisie over the 


. common folk. His suspicion of self-interest and his regard for. 


"the people as a whole come through clearly in one of his best- 
known remarks: "People of the same trade seldom meet to- 
gether, even for merriment and diversion, but the conversa- 
tion ends in a conspiracy against the public, or in some. 
contrivance to raise prices.” 

Far from praising self-interest as a virtue, Smith ee 
observed it to be a driving economic force. In “The Wealth of 
Nations” he explained how this. potentially destructive im- 
pulse is harnessed to the social good. What is to prevent 
greedy producers raising their prices until their customers can 

- afford to pay: no. more? The: answer is is competition, lf produce: 

















the paradox of private gain yielding social good . Only m 


pressed. Mind you; modern man has also disc 


-terest and competition, and replace the invisible hand 


lem. People deque what uid are wee to pay for 




















































ers raise their prices too high, they creat 
opportunity for one or more among the 
- profit by charging less and thus selling 1 
> [n this way competition tames selfishness 
regulates prices. At the same time i 
< "quantities. If buyers want more bread 
| cheese, their demand enables bak 
| charge more and obliges cheesemo 
. charge less. Profits in breadmaking woul 
and profits in cheesemaking would fall; 
and capital would move from one task ; 
other. S 
Took Smith’ s eyes, it is possible to marvel ebrei 
this fabulously powerful mechanism and to relish, as he di 

















so, for the transactions that deliver a modern manufactured 
good to its customer are infinitely more complicated than 
those described by Smith. In his day, remember, the facto 
was still a novel idea: manufacturing meant pins and coat: 
A modern car is made of raw materials that have been 
gathered from all over the world, combined into thousands of 
intermediate products, sub-assembled: by scores of separate 
enterprises. The consumer need know nothing of all this, 
more than the worker who tapped the rubber for the t 
knows or cares what its final use will be. Every transactioi 
voluntary. Self-interest and competition silently process staj 
gering quantities of information and direct the flow of good 
services, capital and labour—just as in Smith's much. 
world. Far-sighted as he was, he would surely. ) 








Ae 


thing else. With great effort and ingenuity, an d rA s 
denial of personal liberty, governments can supplant 





ket forces with collective endeavour and a visible inp 
put table. The result is a five-year waiting list for Trab: 

Because Smith was convinced that the market wot 
erally, deliver the goods, he wanted it, by and large, left 
He said that governments should confine themsel "es 
main tasks: defending the people from the ' ‘violenc 
vasion of other independent societies”; protecting 
member of society from the “injustice or oppression 
other member of it”; and providing “certain public wo 
and certain public institutions, which it can never be fc 
interest of any individual, or small number of individuals 
erect and maintain." 

Each of these jobs arises because the market in som 
fails. In the first two cases—collective defence and the 
istration of justice—the failure is the so-called free-ri 















































others m meet t the cost. t. However, the third 
: on of "certain public works and certain pub- 
c institutions"—goes much wider. Indeed, to modern 
ninds, it threatens to be all-encompassing. It recognises not 
nly the free-rider problem but also other species of market 
ailure—notably, the effects of private transactions on third 
arties, or “externalities”. Smith had in mind roads, public 
ducation, and help for the destitute. As it turned out, mil- 
ons of teachers, nurses, firemen, postmen, rubbish collec- 
ors, bus drivers and 57, 000 varieties of civil servant t have 
nce marched through this opening. 





elcome to the twentieth century 


t one price in an economy is different from the price under 

Liti efficiency may require every other price to be 
me hat distorted as well. Less | government intervention, it 
ms to follow, cannot be assumed to be better. C 





andfuls of giant enterprises and monopolistic trade unions. 
nd the rapid pace of industrial change has made the exter- 
nality of pollution far more obvious than before. Smith, ad- 
iittedly, is a bit thin on global warming. 
_ So "The Wealth of Nations” is no longer relevant? Quite 
ne reverse: the world needs it more than ever. Despite the 
ollapse of communism, despite the triumph of market eco- 
nomics, despite Ronald Reagan and Margaret Thatcher, a big 
tole for the state in nearly every sphere of economic life is 
accepted uncritically almost everywhere. This is not because 
the theories of market failure have won the argument. They 
have not. It is because people have grown so accustomed to 
ervasive government that they no longer even notice it. 
.. Above all, many have forgotten something that Smith saw 
early: that every advantage granted by government to one 
art of the economy puts the rest at a disadvantage. Accord- 
igly, he talked not of "intervention "—a too-neutral 
rd— but of “preference” and "restraint". Modern govern- 
nts offer preference as though it costs nothing; the benefi- 
iaries demand it as of right. Consider a small but revealing 
mple from Mrs Thatcher's pro-market Britain. Self-ap- 
ointed representatives of Britain’s struggling film industry 
ently visited the prime minister to ask for a subsidy. Their 
iments were (a) the subsidy would be self- financing, 
nks to the taxes that would be paid on all the extra income 
industry would make, (b) jobs would be spared in the in- 
ry and (c) it would be a scandal if Britain no longer made 
of films. Nobody laughed. In fact, the appeal met with a 
rm response; that evening happy newsreaders announced 
t £5m of subsidy would indeed be found. 
What would Adam Smith have made of this? He would 
e pointed out that subsidies are finariced not by them- 
res but by taxes. He would have said that taxpayers, forced 
pend money on films they do not want, will spend less on 
- things: they do want, so that other producers will sell 
3, earn less and employ fewer p people. And he would have 
ther reason on earth why. consumers. need the 


I; they want to pı Sir Í ten 
echar Britein a a film industry: ” 


-ompetition. a 
self has changed out of recognition. Modern economies, it is 
aid, are driven not by countless small producers, but by - 


But Smith went further than revealing the Benaidia in ev- 
ery preference. He also understood that ministers, like mar- 
kets, fail. À great virtue of unfettered competition, he said, 
Was that ‘ "the sovereign is completely discharged from a duty, 
in the attempting to perform which he must always be ex- 
posed to innumerable delusions, and for the proper perfor- 
mance of which no human wisdom or knowledge could ever 
be sufficient." Many of the reasons why markets fail are also 
reasons why governments fail at the same task. If the con- 


—. sumer refuses to reveal his preferences in a market setting, 

¿howi are governments to discover them? All too often, more- 
|... over, government intervention is itself a cause of the market 
ith's thinking already seems to permit a great dedi of gov- 
iment intervention. Add some modern economics and the ~ 
odgates « open. For instance, theorists have shown that if- 


breaking down—which becomes the reason for further 


rounds of intervention, and so on. In Britain think of tax 
. preferences for housing, rent controls, planning regulations; 
i in. America think of tax preferences for borrowing, deposit 
^ insurance, leveraged buy-outs, financial-market regulation. 


In one crucial respect, Smith's arguments are even mo 


powerful now than in his day. Naturally, he favoured free 
trade: "By means of glasses, hotbeds, and hotwalls, very good 


grapes can be raised in Scotland, and very good wine too can 
be made of them at about thirty times the expense for which 
at least equally good can be bought from foreign countries. 
Would it be a reasonable law to prohibit the importation of 
all foreign wines, merely to encourage the making of claret 
and burgundy in Scotland?" Two centuries later, free trade is 
not just a matter of the cheapest supply; it is also the best way 
to force producers that might otherwise be near-monopolies 
to compete. It is perfect folly to complain that today's big 
companies render the invisible hand powerless, and to con- 
clude that barriers to trade must go up: trade and competition 
need each other more than ever before. 


A science that works 


Smith was a pragmatist. The principles he expounded on the 
proper role of government are flexible—if anything, too flexi- 
ble. They are a reminder that imperfect markets are usually 
cleverer than imperfect governments, but they cannot dra 
line to separate good intervention from bad. If governments 
and voters could be guided by two Smithian precepts, how- 
ever, the mainly market system that has worked so »well would 
work even better. 

First, the competitive clash of lenen against sale 
terest, however imperfect, has built-in safeguards. Before gov- 
ernments exert their monopoly power to displace it, they 
must justify themselves. Let the burden of proof always be on 
them. Second, when preference or restraint are judged to be 
necessary, use market forces to apply them. Tariffs are better 
than quotas; taxes on pollution are better than bans or direct 
controls; allocating resources by price (eg, in health or educa- 
tion) is better than allocating them by fiat, even if the services 
are then provided "free" (but never Beet those inverted 
commas) to their consumers... — 

The anniversary on July. 17th will be anoccasion £s Soa: 
cians to laud Adam Smith, or to dismiss his views as applying 
to another world. All of them would do well: to adm an ds 
or two with his greatest work. 















i Something worryingly familiar about the name? There BUght to be 





T HE Organisation vof ACs bn has been having a 
summit meeting this ied Nobady n now a claims 





3 body too iniri i a an ae sense pisc) unity, 
«while the real Americas go on being infuriatingly plural. No 
` African or American country would dream of entrusting its 
_ safety to either of them. Yet a lot of Europeans, and especially 
: a lot of Germans, are thinking of setting up a sort of Orga- 
nisation of European Unity in the belief that it could be, all by 
supervisor of. European. peace. This is why last 
"week's successful meeting of NATO's leaders was not the end 
S of the argument about Europe's future. | 
| The NATO meeting was successful because, by die use of 
$0 some politically soothing if intellectually blush-making lan- 
. guage, it preserved all of NATO's essentials. The army NATO 
keeps in Europe, though it can obviously get much smaller 
soon, will still have a joint command, and.will still include a 
solid number of American soldiers. It might still use nuclear 
weapons if it were about to be overwhelmed by a conven- 
| tional attack; that they are now called “weapons of last re- 
sort" ’ makes no difference, because they always were just that. 









These essentials had to be kept in place, because the with- 


| a of the Soviet army from central Europe (which has not 
yet happened) will not mean that Europe never has anything 
else to protect itself against—a revived and angry Russia, Is- 
-lamic turbulence, some new twenty-first-century detonation. 
Peace has not drawn a magic ring around Europe. 


; Ah vay to Novaya ane 








Time: to put this CAP out of its misery 


X2 HISTORY i is closing in on the rich countries' habit of sup- 
A A porting farmers, and particularly on the European ver- 
sion of this habit. Europe's Common Agricultural Policy has 

- long been a triumph of political expediency over common 
sense, through a formula that is devastating. Take $44 billion 
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ble permutations, and let your mind boggle. This is not 


1945-90 apart, Europe is a single place. It is not 

































wriggling in the Soviet chair). It has den dis xi 
work in putting European armies under international 
tion, and can do more. It can send mediators into Tran 
nías. What it cannot turn itself into is a police force f 
rope, and thus a substitute for existing alliances. 
: cannot do this because it works on the unanimit 
ciple (see page 44 for a description of how). Everybod 
agree before anything can be done. It is hard to im 
international dispute in Europe, even the beaming. 
1990, being solved : by 35-country unanimity. Some su 
ers of the CSCE, realising this, have heroically drawn th 
essary conclusion. Mr Egon Bahr, a German Social Deme 
who has been leading the charge for the CsCE, now 
should be organised so that it could send a military fo 
action by "qualified majority vote". Try thinking of thep 








pny 


to be accepted by a majority of European countries, let alo 
unanimously. By rights, honest Mr Bahr should have givei 
the CSCE-instead-of-NATO movement the kiss of death. 

If he has not, it is because that movement is driven by tw 
powerful but dangerous ideas. One is the belief that, afte 
events of 1989-90, nothing is left that seriously divides Eur 
peans from one. another. From Cape St Vincent to Novay 
Zemlya, from the Hebrides to the Caspian, Europeans 
soon be arranging their differences as easily as Hambut 
and Stuttgarters, Bristolians and Glaswegians, already do 
The other isa desire that Europe should detach itself fro th 
United States. Those who want a Europe separated fron 
America, including some new German nationalists, see 
CSCE their chance to break the transAtlantic link. . 

Both these ideas rest on the fallacy that, the ac 





































name on the map: not much less ethnically het 
than Africa, and with a wider range of religio-politico-c 
differences than the Americas. The old trench-lines o 

that criss-cross Europe have not been expunged by th 
ration of the past year. If Europeans assume they have 
will discover the fatal inadequacy of OAUVery. . 












from the European Community’s tax-payers. Add $54 b 
in extra payments by its consumers. Devote this levy, 
lent to 2% of the EC's GDP, to improving the lot of only 
of its workforce. Do it in a way that most helps the £z 
who least need. helping, and. most hurts farmers | 





































uropean governments could turn a deaf ear. The CAP was 
:vered as the EC's heart, enshrined in the Treaty of Rome 
d in the underlying, unspoken trade pact of the 1950s be- 
een industrially gifted Germans and rurally gifted French- 
yen. The Crazy Agricultural Policy Was untouchable: ' 'the 
nly policy that Europe's got.' 
No longer. The attempt in the Uruguay round of GATT 
egotiations to bring the rules of world trade up to date is 
ropelling the CAP towards a moment of truth. The biggest 
bstacle to the success of this GATT round is farm protection- 
i. America-—itself no slouch with farm subsidies—and the 
veloping countries are urging the EC to curb the variable 
es with which it fends off farm imports and the export 
sidies with which it undermines food markets in the world 
side. The argument came to a head this week at the seven- 
r economic summit in Houston (see page 27). The mat- 
as fudged. It will be fudged again as the trade negotia- 
it approach their deadline at the end of this year, But, 
rt of a complete breakdown in this GATT round, the CAP 
ill gradually be weakened as such compromising continues. 
Luckily, the quest for rules in modern trade does not have 
o battle with Europe's farm policies single-handedly. The EC 
ay has. a lot more going for it than an agricultural fix. Its 
992 campaign against Europe's internal frontiers has rein- 
'rced its political identity and will also make the CAP's patch- 
ork of nationally rigged prices harder to sustain. Different 
ational attitudes to the import from ex-colonies of lamb or 
bananas will have to be reconciled, where previously they 
could be isolated with border controls. In short, amore mod- 
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with the outdated one of 30 years ago. - 
_ The iron curtain, too, was a CAP shield. that has been 
| wept away: As the is inmates of Comecon logi to pay their 


: OT for: the first time, what sounds like good news to the 
| West is really bad news for Mikhail Gorbachev. Western 
lers, fretting over how best to help their favourite com- 
e, will be cheered that Mr Gorbachev easily won re-elec- 
as Soviet party leader this week. He will see it differently. 
knows that the longer | he is obliged to hang on to his party 
the more he will come to regret it. - 
His decision to stay on as top Soviet Communist is a po- 
al defeat. Not so long : ago, it was being put about that he 
ready to shrug off his party mantle because he wanted to 
ncentrate on his other job as super-president—and because 
party was no longer the power it used to be. Morale had 
en a thumping from a press freer to attack the | party's blun- 
s. Its fac to Tule had been w written out of the c constitution, 








| way in an open Europe, 


l Voices of re reason could say as much until they wete hos - goods west. West Germany, w J 


ern and free-trading source of European identity is set to clash - 


ere the Soviet Chana: party, and Mikhail Gorbachev, 









ow matches’ [ rance asa an 
expensive cultivator of farm votes, cannot tell East Germans 
to improve the running of their vast farms but keep the pro- 
duce to themselves. Nor will it easily hold Poland's farmers at 
arm's length. The EC will find it hard to forge association 
agreements with Hungary or Bulgaria with one hand, while 
deterring sales of their excellent foie gras with the other. 


Crecalicuse defect 


Environmentalism too will have its impact on nid CAP, » and 
could well touch the German voter in a way that rigged food 
prices never managed. Far from preserving a rural idyll, che 
CAP harms Europe's farmland in two main ways. First and 
most damaging, it artificially raises the returns on particular 
crops and thus encourages their cultivation in a manner that 
spoils the countryside. Farmers have an artificial incentive to 
squeeze more crops from every acre. That may mean cultivat- 
ing land that would otherwise be woodland or bog, « or usin 

bigger doses of nitrates and pesticides. e 

Second, the CAP's price-guarantees give farmers an insur- 
ance policy. Farmers used to grow several picturesque crops in 
order to hedge their bets: if one market was glutted, another 
might offer profitable scarcity; and diverse: self-sufficiency re- 
duced the risk that animal feed might be expensive when win- 
ter came. Strip away such risks, and Europe's farmers are 
more inclined to pursue monoculture. That i in turn leads to 
soil erosion, and encourages horrors such as Holland's ma- 
nure mountain and the feeding of cows and sheep on the 
ground-up carcases of other animals. 

Add in, for good measure, the dwindling number of farm- 
ers, and this is a formidable list of reasons why today's CAP 
cannot endure in a transformed European Community in a 
transformed world. Those who still campaign for it are fight- 
ing not just a misguided battle, but a losing one too. 















are headed 





usurped by newly elected councils that are to have their own 
authority to tax and spend. The optimists hoped that the 
Communist party might pull itself together enough to face 
the competition in a multi-party Dum The rest saw it NE 
ing quietly into oblivion. 


Not much left to conserve 


The trouble is that the old guard is refusing t to. go ades Its 
counter-blast, first at the Russian party congress last month, 
now at the Soviet party congress, has forced Mr Gorbachev to 
fight to keep control of the party, if only to prevent it from 
doing more damage to his reforms. The one- consoling 
thought is that what should have been: his k t congress as 
party leader may turn out instead to bave been the last pa rty 
congress of its kind. B 
Having been forced to lead the pa ! 
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~ Mr Gorbachev now has another fight on his hands. Old-style 
Marxists will hope to use what influence they can muster in 
the new Central Committee and Politburo to tie his hands 
over political reform, just as the diehards out in the sticks will 
keep dragging their feet over economic reform. There is nos- 
talgia for what Mr Gorbachev calls. “barracks socialism": 
. when party officials could simply bark out orders and expect 
_ them to be obeyed. Yet, when it came to a vote, many barkers 
red to support Mr Gorbachev for party leader rather 








use is weak. : 
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either | to join 





i ‘of misrule. Had the old — made a 
st M r Gorbac lev at tthe e congress, the drift 
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| ihe banks’ iungi companies -— be ri ti 
last dimes to support sick affiliates. Can they? T 
the holding companies must ensure that their charges are fit 





and well-fed with capital—is the backbone of the 1956 Bank. 
Holding Company Act. Yet a decision, made. public last — 

could well Mida to. Son: earn. more e than a ‘fifth of d 
. p from. TERET activin i | 


month, by a Federal appeals court puts the comforting doc- 

. . nein doubt. It creates a loophole that could cost American 
taxpayers billions of dollars in future bail-outs. The LN 
ought not to be allowed to stand... 
- " The case concerned the Fede er 











e le Hn a a to help dove $250 x rescue 


' banking practice. 
~The court disagreed. It desde that the Fed's jurisdiction 
was limited to reviewing the formation of bank holding com- 
 panies. Thereafter the day-to-day supervision of capital levels 
in a holding company's banks is the task of the Office of the 
Comptroller of the Currency (occ). The court also ruled that 
. it was not unsound for a bank holding company to think of its 
own well-being rather than wiring money to failing banks. 
.. This line of thought leaves a big hole in America's bank- 
_ ing law. The occ supervises only banks, not bank holding 
dt mpanies, so the court's s decision means that no regulator 





put up a candidate of their own i against him. They know . 


| Without t radical E ; hu, M party is heading for bunker i 


arty post, du 


jobs, not hurt the ! rty one. 


A a | nsu 
. itis the taxpayer oh "m iS 
Under the new ruling, A America's s onk holding companies 


had a from En : 
of its dud 
banks. The Fed also claimed that MCorp’s failure to put 


money into sick subsidiaries was an unsafe and unsound OR asa e 








separate party from state. But, for the first time, when. 
ful and talented people looked to their future, they did not 
it with the Communist party. | 

Short of trying to use tanks, rather than argument, to 
fend itself, the hard-liners in the party cannot win back m 
of the ground that has been lost. For now, that is small c 
fort to Mr Gorbachev. He is left trying to hold the party 
gether as best he can, simply because he still deems 
dangerous to let it fall apart. But, as the split in th 
deepens, Mr Gorbachev will find ‘that party unity is 
creasingly difficult and thankless goal. : 

To the traditionalists, he is already a radical and: 
coat. But the longer he is forced to stick with a par 
continues to resist reform, the more disillusioned his 
supporters will become and the greater the risk that he 
will be tarred with the traditionalist brush. After five ye: 
apparently rapid change, many people are asking aloud 
so little seems to have been accomplished. Add to tha 
growing discontent of the workers in whose name perestroil 
is being done— such as the miners on strike this week— 


Mr Gorbachev could soon find himself battling for both 
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structure; only egies can IERES it. : 

True, two recent measures have helped to said 
law. The OCC announced tighter rules about the div 
that holding companies are allowed to suck up fr 
banks. And the Financial Institutions Reform and Rec 
Act of 1989 obliges healthy sister banks to help failing ol 
But this piece of legislation leaves the holding companies : 
their non-bank subsidiaries untouched. Fair play for taxy 
ers demands that bank holding companies and non- 
should share the bill for saving sick affiliates. 
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‘Tawa and South eee have both. 


avoided gross disparities of income w 


7 to prosperity 


rown out of poverty, and kse both 


while doing it. They took radically us 


ferent paths. Which is better placed to move on now to real wealth? 


"HIS is a happy story, even though it is 

about economics. 

In 1950, the year after Chiang Kai- 
shek’s Nationalists fled China’s victorious 
Communists for “temporary” exile on the 
island of Taiwan, the incomes of Taiwanese 
and of mainland Chinese were much the 
same. For the next four decades, Taiwan's 
real GNP grew at an average of 8.7% a year: 
enough to raise the island’s GNP per person 
hv 1989 to $7,500. Count in the large black 

homy and that could mean around 
31U,000, about as much as in Ireland or New 
Zealand. That same year each of mainland 
China's 1.1 billion people could claim a 
share of GNP equal to maybe $350. 

South Korea's rise too has been spec- 
tacular, but it started only in 1961, the year 
a general called Park Chung Hee staged a 
coup, promising to "end starvation" there. 
He did better than that. In 1960 South Ko- 
teà's GNP per person was about $675 in to- 
day's money, probably not much more than 
that of the communist North. Since then 
the South's real cnr has grown by 8.496 a 
year, giving each citizen a share of official 
GNP last year equal to $4,550. Each North 
Korean had maybe a quarter as much. 

Behind these curt figures stands an im- 
mense increase in human well-being. A Tai- 
wanese child born in 1988 could expect to 
live 74 years, only a year less than an Ameri- 


can or a West German, and 15 years longer 
than a Taiwanese born in 1952; a South Ko- 


an born i in 1388 could i dd years on- 


But: up from 58 in 1965. In 1988 the Tat 
wanese took in 50% more calories each day 
than-they had done 35 years earlier. They 
had 100 times as many televisions, tele- 
phones and cars per household; in Korea 
the rise in the possession of these goods was 


even sharper. Virtually all Taiwanese and. 


Koreans go through elementary school, and 


45% of Taiwanese and 37% of Koreans get — 


at least some higher education (like 60% of 
Americans, but only 22% of Britons). 

Best of all, Taiwan and Korea grew in 
ways that spread the benefits to practically 
everybody. Rural incomes rose to urban lev- 
els and stayed there, and unemployment in 
both countries has been low. Taiwan's un- 
employment rate was 196 in 1988; the last 
time it exceeded 296 was 1964. Korea's rate 
has hovered between 296 and 496 for all but 
one of the past 20 years. 

Unlike most developing countries, Ta 
wan and Korea grew fast and sharply re- 
duced income inequalities at the same time. 
In 1970, when Korea's GNP per head was still 
only about $1,300 in today's money; by one 
measure it had a more equal income distri- 


| 1952 the income of the best-of 2096 of 


' Japan a year earlier 4.4. For much. of the 
stwo decades Taiwan has been the w 
‘most egalitarian society, as well as on 
half-dozen fastest-growing ones.  - 


a Growth through exports 


Taiwan and Korea have few resource 
-arable land and the highest populati 


- trying to keep prices at the level that a ! 


. two used quite different methods. At: 


ented. This simply means, contrary to t 


| they did not handicap their exports in world 
markets. Almost all developing countries 
this, by bans, quotas or tariffs on impo 


goods. This both makes the home mai 


more attractive to a might-be exporter : 


| it combined a lot of protection wit 


took off. Taiwan had less. protection 


or less succeeded; but the way each 
_ ceeded explains how different they: 


wanese households was 15 times the i 
of the lowest 2096; by 1980 the mul 
only 4.2. The equivalent in Ameri 
year was 7.5, in Sweden a year later 


sities of any country save Banglade: 
the city-states of Hongkong and Singa 
How did they succeed so well? Essentially 


market would find. To do this, though, 





until the 1980s the differences made Taiws 
a better performer than Korea. — 

One policy that both have pursue 
and it is a crucial one—is to be export-o: 


suspicions of American congressmen, t 




































raises the cost of his inputs, so hampering 
him if he does try to sell abroad. i 

" Shrewd governments try to make up f 
is by giving exporters tax rebates and tl 
like. In the 1950s Korea's government 
not shrewd, It pursued an import-subst 
tion policy. Growth was slow. But fro: 


correction to keep domestic and in 
tional prices roughly in line, and 


was zealous in correcting for it. See cl 
overleaf for the spectacular results. ^ 

^ Korea and Taiwan also tried to keep 
ative domestic prices in line, and both r 


World Bank study in 1983 showed tha 
rea had one of the least price-distorti: 
gimes in the world. It offsets penalties 
place (enforced low selling: prices, f 
stance) with rewards in another (subsi 
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lit). Taiwan AA got the same result 
etting the market have its way. 
. The. contrast was most marked in the 
se of credit and interest-rate policy, which 
nore than anything else determined the 
xesent shape of the two economies. From 
e 1950s Taiwan pursued a policy, almost 
inique in those days, of letting interest rates 
$ to—high—market levels. This brought 
e world’s highest rates of savings and in- 
yestment, an atomised industrial structure 
and equal i incomes. 
. lt happened that way for a simple rea- 
-son. When a government keeps interest 
tates below the market-clearing rate, it usu- 
ally does so in the vague belief that this will 
elp the little guy. It does the opposite. 
cheap money helps borrowers, mostly big 
irms. It also encourages more capital-inten- 
ive methods of production—reducing em- 
oyment growth—and larger firms. — 
From 1961 to 1979 South Korea's credit 
policy was just the opposite of Taiwan's. The 
lanners kept interest rates low, using their 
ontrol over bank credit to direct cheap 
oney to those borrowers whom they 
hought should be favoured. These were ex- 
-oriented groups, which quickly grew 
giant conglomerates known as chaebol. 
Those basic choices about credit were at 
he root of the two countries' contrasting 
models of development. Taiwan's compa- 
were small and equity-based. Along 
h tight money, it also had a tight fiscal 
olicy, with a budget surplus every year but 
ne from 1964 to 1988. Korea's companies 
rete big and debt-based. Its macroeconomic 
licies were both looser and more erratic. 
What resulted was higher savings and 
more tightly costed, therefore more effi- 
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diferent planets. 






ebted firms: by one reckoning, more than 








Taiwan's: 


19652100 Log scale 


en t, investment in Taiwan. (chart. a more 


uctures that could almost have originated 


` Taiwan is dominated by small, lightly i in- 


than 20 employees. Brooding over Korea's 
economy are the huge, heavily indebted 
chaebol. In 1984 the sales of the top ten 
chaebol equalled two-thirds of South Ko- 
rea’s GNP, and by one estimate the sales of 
the top four alone equalled half of GNP in 
1989. A Korean government survey of 2,500 
goods found that in 1988 21% of the coun- 
trys markets for them were monopolistic 
and 5670 oligopolistic. 


Korea catches up 


Korea, which started the 1980s by letting i in- 
terest rates move towards market levels, out- 
performed Taiwan until the very end of the 
decade. Faster GNP growth for Korea seems 
natural: it is poorer. But Korea's savings rate 
has risen to Taiwanese levels and its invest- 
ment rate has held up well, while Taiwan's 
crashed in the mid-1980s. 

Land and stockmarket booms have wid- 
ened income disparities in both countries, 
but probably faster in Taiwan: that 4.2 mul- 
tiple of top-fifth to bottom-fifth incomes 
had grown to 4.7 by 1987. And though both 
countries' stockmarkets lost touch with real- 
ity late in the decade, Taiwan's flew into 
space. The Seoul market index rose eight- 
fold from its trough in 1985 to its peak in 
1989; the Taipei index went up 20-fold be- 
fore it started falling this February. 

Many observers shrug off these disquiet- 
ing signs about Taiwan. In its 1990 annual 
report on world competitiveness, the Swiss- 
based International Institute for Manage- 













our-fifths of. its firms in 1981 had fewer - Lee 





ment Development rated Taiwan ahead of 
South Korea on nine of the ten factor 
uses to rank countries. Among ten devel , 
ing countries, it ranked Taiwan second (af- 
ter Singapore), Korea only fourth (after 
Hongkong) and well behind Taiwan in its 
overall score. 

Nonsense, says Mr Robert Wade, a New 
Zealand economist at Princeton. He argues 
that Taiwan's falling investment, low R&D 
spending (around 196 of GNP, as against Ko- 
rea's 296) and puny marketing punch will 
condemn it to fall behind. As wage rates 
rise, a company has the choice of upgrading 
its production or moving offshore to lower- 
wage countries. Small firms in small coun- 
tries, says Mr Wade, are strongly tempted to 
go abroad rather than to upgrade. If they 
keep doing so, and he thinks Taiwanese 
firms will, growth in Taiwan's productivity 
will slow and so, eventually, will other kinds 
of growth. 

Many Taiwanese share this worry. Mak- 
ers of shoes and textiles, they say, are hap- 
pier sending their factories to China arx 
donesia than upgrading them at home. Auu 
in 1986-89 Taiwan had a net loss of 300,000 
manufacturing jobs. Yet the quality of the 
labour force suggests there is nothing to 
stop it moving rapidly upmarket. In 1988-89 
nearly a third of its students in higher educa- 
tion were studying engineering; 165,000 of 
them, a remarkable figure, in relation to 
population, by world standards. They come 
cheap too: Mr Stan Shih, who heads Acer 
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opportunity that rapid change in 
Japan's economy and society offers 


to any company, but most 


flexible ones. The objective of your 


Company is to exploit this 
opportunity. 2) 

































































ech company, say s he has to 
eers at only 35-4090 of world levels. 

The success of Acer in particular, with 
$ $700m in sales last year, and of the com- 
uter-hardware industry in general (Taiwan 
the world's sixth-biggest producer), argue 
gainst the idea that upmarket industries are 
ot going to thrive on the island. Mr Shih 
ays the small size of Taiwan's firms does not 
isadvantage them in the competition 
jJainst American, Japanese and Korean gi- 
ants. laiwanese computer firms benefit 
om good infrastructure, low overheads 
nd a good network of local suppliers. 
Being small hurts in consumer electron- 
:$, Mr Shih says, but, for any product with 
onger life, technology (meaning engineer- 
talent and R&D) and marketing are what 


either. Acer has marketing and produc- 
n links with American companies, and 
' Shih is confident that in the next ten 
rs he can get his company's brand-name 
ognised worldwide. 

: Overall, however, Taiwan does have a 
toblem with R&D, which is fragmented 
ong many small firms, and poorly fi- 





set up co-operative research institutes, of 
ich the biggest is the Industrial Technol 
gy Research Institute, with a budget of 


but hardly seems capable of raising the level 
and quality of Taiwan's R&D spending to 
atch those of. competing countries. 

A more convincing explanation. than 


hese past few years is finance. Like Japan 
nd South Korea, Taiwan rar vast current- 
ount surpluses i in the mid-1980s, and the 
ash flooded through the economy: the 
ioney supply went up 11/2 times in 1985-88, 
ve times faster than the economy grew. 

Property prices shot up. Spurred on by 
egulation of stockbroking—the number 
brokers rose from 28 in 1986 to 320 by 
beginning of 1990—the stockmarket be- 
he more frenzied than any casino ever 
. No productive i investment could com- 


our: one economist guesses that as many 
















pay-his engi | 


unt, and being a big firm is not essential. 


nced. The government's answer has been 


$150m-180m a year. It has a good record, | 


smallness for Taiwan's relative weakness 


e; Nor, in many cases, could productive 





military dictatorship to democracy. (Taiwan 
has made a much smoother and slower tran- 


sition to near-democracy.) The first eco- 


nomic consequence of the switch was a wage 
explosion. Over 1987-89 wages rose by 45% 
or so; manufacturers’ unit labour costs rose 
43% from mid-1988 to mid-1989 alone. 
Growth in real GNP slowed from 12.2% in 
1988 to 6.5% in. 1989, and in the dollar 
value of exports from 2896 to 3%. - 

With inflation also on the rise, Koreans 
early this year were talking of a "crisis". It is 
no such thing. The unions are getting used 


to democracy, and have already seen that 


wage increases cannot outstrip productivity 
growth for long. Wage settlements this 
spring were reportedly down to 10%. In 
June the government revised its GNP growth 





projection for 1990 up from 6.5% to 9%. 
The government's behaviour during 


this unjustified gloom showed how prone it 


is to leap in and try to correct every market 


distortion it finds—and indeed some mar- - 
‘ket non-distortions which just happen to be 
unpopular. When the public outcry over 


land prices became deafening this spring, 
the government brought in a detailed pro- 
gramme of regulation, limiting the size of 


. plots and ordering chaebol to sell off prop- 


erty. When the stockmarket began its well- 


_ deserved tumble and small investors rioted 


in brokers' offices, the government began to 


ud moves toward financial deregulation. 
100 2 digi 2% of the er falcons re 

| time. |. tion | Assembly and the ruling party's chief 
er W ants to start using indirect instruments of 





Suh Sang Mok, a member of the Na- 


nic-policy man, says the government 







ntrol like interest rates and tax policy. But 
$ hard to do in an economy as heavily 





ts regulated as Korea's (the taxman even tells 
Pt liquor. producers what shape their bottles 
have to be), and one in which ' ‘everybody i is 


LÍ used to taking and resenting orders”. So, in 
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When cropsare- 


od, thank God. When they are bad, - 


' This habit of mind i is hard to correct ina 
country still going through. the turbul ence. 






true Korean fashion, the government is aim- 


orrect distortions with interven- 
-the difference this time, says Mr 
Suh, being that the aim of the intervention 
is to enable the market in 5-10 years' time to 
do the regulating instead of the government. 


erated by a sudden switch in 1987 from  . 1| : 
of regulation, the chaebol, 









government favour. Now, says "Mr Suh, offi- 
cial intervention, instead of favouring them, 
does the opposite. The banks, for instance, 
have been told to make 3596 of their loans 
to small and middle-sized businesses. But 
neither government nor chaebol will find it 
easy to kick old habits. With the generals no 
longer in power, the chaebol are inclined to 
turn a deaf ear to officialdom and go their 
own sweet way. On the other side, public re- 
sentment against them and the rich families 
that control them makes it politically ex- 
pedient to push them around. 

Yet for all their collective power, the 
chaebol are absurdly diversified—one runs 
from shipbuilding to textiles to microchips 
to aerospace to sugar-processing—and com- 
pete with each other in almost everything. 
Provided it can expose them to foreign im- 
ports, the government may find the mar 
quite able to keep the chaebol in line. 

Their more thoughtful executives are, 
in fact, concerned about the position the 
chaebol have got themselves into. They 
have financial power and good international 
marketing resources. A lot of non-Koreans 
have heard of Hyundai, Samsung, even 
Goldstar; what non-Taiwanese has yet 
heard of Acer? Yet the chaebol will find it 


increasingly hard to keep all their businesses 


` going. Can they, asks a top financial man at 


one of the big groups, really afford the in- 
vestments needed to drive petrochemicals 
and semiconductors at the same time? Yet 
the internal pressures not to sell off any of 
their businesses—from family owners and 
workforces alike—are intense. 

A greater problem is that not much of 
an undergrowth of smaller firms seems to be 
developing in the shade of the giant chaebol. 
Managers of the conglomerates say that 
their small suppliers on long-term contracts 
do all right, but do not seem to learn . 
grow; the 35% of bank loans going their ^. 
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are not doing what they are intended to. 


The verdict 


So what is the verdict between Taiwan and 
Korea? Taiwan has the edge. Its economy is 
more flexible; it looks likelier to produce 
flourishing large companies than does Ko- 
rea to produce small ones. And Taiwan’s 
government ought to find it simpler to do 
some more of the things it needs to, like pro- 
viding infrastructure for the choked and 
dirty capital, Taipei, than will Korea’s gov- 
ernment to do fewer of the things it should 
not have been doing in the first place. 

But keep some perspective. Different 
though they are, both these economies have 
been among the best in the world for the 
past 30 years, and should continue to be so 
for the next 20. As Tolstoy didn’t write, all 
unhappy countries resemble each other, but 
each happy one is happy in its own way. 
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Japan throws China a lifeline 


FROM OUR TOKYO CORRESPONDENT 


T HAD been a foregone conclusion. Even 

before Mr Toshiki Kaifu, the Japanese 
prime minister, boarded his flight for Hous- 
ton and the Group of Seven summit last 
weekend, it was clear that Japan would be 
ending its sanctions on China. The govern- 
ment is going to resume its loans, and busi- 
nessmen are ready with their plans for fac- 

ries from Jilin to Guangzhou. 

Until now, most Japanese businessmen 
have been cooling their heels, albeit 
reluctantly: some had been accused of 
acting like "thieves at a fire" when 
they rushed back to Beijing as soon as 
the army had finished mowing down 
the pro-democracy demonstrators in 
Tiananmen Square. Now they can re- 
turn with a clear conscience. But Mr 
Kaifu did hope to get more than 
grudging approval from his summit 
partners to befriend China again. He 
was disappointed. He left Houston 
with Japan looking very much 
alone—though also more on its own 
two feet than it had ever been before. 

In 1988 Japan had agreed to lend 
China ¥810 billion (worth $5.9 bil 
lion at the time) for development 
projects. The cash, which was due to 
start flowing in April this year, was 
zen after Tiananmen. Mr Kaifu's 

vernment had hoped that the in- 
formal embargo would be eased at the 
Asian Development Bank’s annual 
meeting in Delhi in May. But the 
Americans, backed by the Europe- 
ans, would have none of it. 

Lately, though, things have been look- 
ing up for China’s apologists. Martial law 
has been lifted. The dissident physicist Mr 
Fang Lizhi and his wife, who had been shel- 
tering in the American embassy in Beijing, 
have been allowed to leave the country. Al- 
though he says that China’s record on hu- 
man rights is “insufficient by our stan- 
dards”, Mr Kaifu wants to encourage those 
in China pushing for reform. 

His G-7 partners insisted that they would 
carry on with their sanctions, but that no 
one could stop Japan from doing what it 
wished. This cold shoulder dismayed Mr 
Kaifu’s government for two reasons. It left 
Japan open to the accusation that it has 
been lobbying less on behalf of its Asian 
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friends, who are nervous about having an 
isolated and even poorer China on their 
doorstep, than on behalf of its own busi- 
nessmen. Japan could also be criticised for 
running a double standard: soft on China 
because of Japan's commercial interests, but 
tough with the Russians because of its dis- 
pute over the four little Japanese islands oc- 
cupied by the Soviet Union since 1945. 
Japan has a legitimate grievance over the 





Grim words from Wang 


islands. On the commercial question, Mr 
Kaifu's government has undoubtedly been 
under intense pressure from Japanese banks 
and trading firms to resume good relations 
with China. Japan's businessmen are getting 
nervous about their neighbour. Figures for 
the past six months show that profits of Chi- 
na's state-owned enterprises are down 5996 
overall, and more than a third are losing 
money. Chinese industry, both private and 
state, is in danger of grinding to a halt. 

Last December's 2196 devaluation of 
the yuan against the dollar has boosted Chi- 
na's exports and helped stifle its imports, al- 
lowing inflation to subside. Even so, return- 
ing Japanese businessmen say China is 
printing money at an alarming rate. Enter- 
prises are short of working capital. Many 


cannot pay their debts. The Chinese finance 
minister, Mr Wang Bingian, said on July 8th 
with remarkable candour, “The present na- 
tional financial situation remains grim." 
Not so long ago things were beginning 
to look rosy between the two neighbours. A 
month before the shooting in Tiananmen 
Square Japan and China ratified a treaty to 
protect foreign investment. China was on 
the way to becoming Japan's third-largest 
overseas manufacturing base in Asia, after 
Thailand and Malaysia. Investment by Japa- 
nese firms in China all but doubled last year, 
rising from $275m in 1988 to $440m in 
1989. Japanese firms had more than 1,000 
joint ventures going. They had spent $2 bil- 
lion building factories in China over the 
previous five years. Lured by cheap labour, 
some Japanese companies talked of 
moving factories to China from else- 
where in Asia. 

After Tiananmen, the Export-Im- 
port Bank of Japan stopped making 
loans to China, and the Japanese gov- 
ernment stopped offering trade insur- 
ance for business ventures there. Jap- 
anese commercial banks have been 
wary of financing business there 
themselves. Some Japanese firms con- 
tinued to trade with China without 
export guarantees, but during the 
first quarter of this year exports by 
Japanese trading companies to China 
slumped 5096 compared with the 
same period a year earlier. 

With its economy in distress, 
China has been badgering Japan to 
release an immediate ¥100 billion 
($670m) from the embargoed loan. 
After briefing the Chinese govern- 
ment on the Houston summit, a Japa- 
nese diplomat is expected to report 
back to Mr Kaifu next week. China 
will then be given its lifeline. 

Like the Germans with the Soviet 
Union, the Japanese feel they have no 
choice but to aid China. Although China's 
economy is in some ways better than the So- 
viet Union's it is still an inefficient and often 
an unprofitable place for foreigners to sink 
their money into. Yet the political impera- 
tive is strong. The last thing Japan wants is 
for the government in Beijing to lose control 
and be unable to feed its people. Forget the 
grand geopolitics of it. A few thousand Chi- 
nese boat-people have proved enough of d 
headache for Japan. A lot more could be 
devastating. Finding Y810 billion and an- 
noying half-a-dozen rich friends is nothing 
compared with the threat of an invasion of 
economic migrants seeking a better life. 

——— = 
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Malaysia 


Rumours of a plot 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


ABAH, the Malaysian state on the 

northern tip of Borneo, produces tim- 
ber, oil, gas and rumours. Output of the last- 
mentioned commodity is up this year. On 
July 9th the federal government in Kuala 
Lumpur revealed details of what it claims 
was a plot to take Sabah out of the federa- 
tion by force. A prime suspect, the govern- 
ment says, is Mr Abdul Rahman Ahmad, a 
51-year-old police officer from Kota Kina- 
balu, Sabah’s capital, who was arrested on 
July 7th under Malaysia's stringent security 
regulations. Three other suspects had been 
picked up on May 25th. 

According to the police, the rebels 
planned to seize important installations in 
Sabah. Documents found by the police 
showed the rebels had bugging devices and 
$318,170 in a Hongkong bank. Links were 
alleged between the rebels and “a Cauca- 
sian”, believed to be a mercenary. 

To many Sabahans, the timing of the 
revelations is rather too convenient to be 
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credible. They were made a week before a 
local election in Sabah, due to be held July 
16th-17th. Sabah is Malaysia's only Chris- 
tian-controlled state, and is a frequent irri- 
tant to the Muslim Malays who dominate 
the rest of the country's politics. The federal 
government hopes that the majority of the 


Low Marx for Japan's Communists 


FROM OUR TOKYO CORRESPONDENT 


HE collapse of communism in East- 

ern Europe has landed like-minded 
parties everywhere in hot water. Now Ja- 
pan's Communists are taking a bath— 
appropriately, since they held their con- 
vention in the spa-town of Atami this 
week. It was not harmonious. Delegates 
called on Mr Kenji Miyamoto, a sprightly 
octogenarian who has been the party's 
chairman since 1955, to resign. 

Mr Miyamoto's critics, who have got 
their views into Akahata (Red Flag), the 
party newspaper, say that he was too cosy 
with Ceausescu of Romania. Discredited 
the party certainly is. In the upper-house 
election last year the Communists lost 
five of their 17 seats; in the lower-house 
election in February they lost 11 seats 
out of 27. 

But is Mr Miyamoto to blame? When 
he took the helm of the party a genera- 
tion ago, Mr Miyamoto was a reformer. 
He pursued a line independent of China 
and Russia alike. He condemned the So- 
viet invasion of Czechoslovakia in 1968 
and China's first nuclear test in 1972. He 
abandoned the idea of the dictatorship 
of the proletariat, and junked the label of 
Marxist-Leninist—making his hench- 
men talk of "scientific socialism" in- 
stead. At this year's convention he ar- 
gued, with some justification, that he 
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never supported what the old commu- 
nists in Europe stood for. 

The party does some serious things. It 
was at the front of the campaign last year 
against the unpopular consumption tax. 
And it has organised women's groups in 
big cities that are the nearest thing Japan 
has to a consumer movement. 

Besides, the Communists are clean. 
The party's income in 1988 was Y27 bil- 
lion ($210m), mostly from subscriptions 
and publishing (Akahata's circulation is 
a profitable 3m). So the Communists do 
not need to scrounge for campaign con- 
tributions the way other parties do. They 
are the only politicians who stay in the 
official parliamentary dormitories when 
they are in Tokyo on business, and the 
only ones not to be whisked around in 
limousines. 

Optimists among them say that their 
miserable showing in the February elec- 
tion was mostly the result of electoral va- 
garies. They lost a lot of seats but they 
polled 5.2m votes—only 200,000 fewer 
than last time. Still, however “reformist” 
Mr Miyamoto once was (or still is), most 
party leaders are communists of the un- 
reconstructed sort. That is not a popular 
thing anywhere these days, least of all in 
a country as instinctively anti-commu- 
nist as Japan. 
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ruling Parti Bersatu Sabah (it has 39 out í 
48 seats) will be dented. The rival United Sa- 
bah National Organisation is supported by 
local Muslims and by the Malaysian govern- 
ment. Mr Joseph Pairin Kitingan, Sabah’s 
chief minister and head of the pss, said he 
did not believe there was a serious plot and 
repeated earlier demands for the detainees 
to be released or tried. 

Sabah and Sarawak—the other Malay- 
sian state in Borneo—want to be treated as 
equal partners in the federation. More than 
80% of the staff of federal departments in 
Sabah are peninsular Malays who, local peo- 
ple say, regard Sabah as a colony. Sabah 
keeps only 5% of the revenue from its sub- 
stantial exports of oil and gas; Kuala Lum- 
pur gets the rest. However, Sabah keeps all 
the revenue from its timber exports. This 
has led to excessive logging. Some people 
fear the state will be logged-out by the end of 
the century. 

An independent Sabah? It seems un 
likely. On its own it might be overwhelm 
by its Philippine and Indonesian neigh- 
bours: around 500,000 labourers from those 
countries work illegally in the state, whose 
official population is only 1.4m. Like the 
Scots, Sabahans enjoy moaning about a dis- 
tant capital. Expect the rumours to 
continue. 





The Koreas 


Preposterous? 


FROM OUR EAST ASIA CORRESPONDENT 


ORTH KOREA is behaving even more 

oddly than usual. When South Korea’s 
President Roh Tae Woo met Mr Mikhail 
Gorbachev in San Francisco in June and got 
him to agree to establish diplomatic rela- 
tions, the North reacted in fury. The Soviet 
Union, the North said, had betrayed its old 
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ally. Then the North agreed, suddenly, that 
the prime ministers of the two Koreas 
should meet, for the first time. On July 6th it 
came up with a surprising new proposal: to 
open the previously impregnable border be- 
tween the two Koreas. 

These dizzying moves have embarrassed 
the South. The North's border proposal is a 
distraction from arrangements for the prime 
ministers' meeting, which, if it comes off, 
will be a considerable advance in relations 
between the two countries. But, distraction 
or not, the South has to respond. 

The South's first reaction was to dismiss 
the proposal. It was a “preposterous gam- 
bit," according to the Korea Herald, which 
often reflects government views. True, it is 
hedged around with conditions the South 
would be reluctant to meet. Anyone must be 
allowed to cross the border, the North Kore- 
ans say, not just those who have the Seoul 
gavernment’s approval. At present it is ille- 


Something rotten 


N THE days before boat people, and 
when 1997 was still only a distant 
threat, the usual story about Hongkong 
was the corruption there. Rude writers 
called it the sewer of the East, and worse. 
| Despite its present respectable role as a 
beacon of freedom, Hongkong appears to 
retain a seam of wickedness. 

On July 6th Mr Warwick Reid, a for- 
mer deputy director of public prosecu- 
tions in the colony, was sentenced to eight 
years in jail by a Hongkong court. Mr Reid 
pleaded guilty to having money and assets 
disproportionate to his income. This is a 
crime for a public servant in Hongkong. 
The court was told that he had the equiva- 
lent of $1.4m in cash, together with land 
he had bought in his native New Zealand. 
Mr Reid will not only have to go to jail, 
but also give the Hongkong government 
all his ill-gotten gains. 

Trapping a crook through his bank ac- 
count was a method pioneered in the Brit- 
ish colony in the 1970s by the Indepen- 
dent Commission Against Corruption. 
Back then, the Hongkong police force 
smelt of carrion, and the corruption com- 
mission was given Gestapo-like powers of 
search and arrest to put it right. To secure 
a conviction against a public servant, the 
prosecution needed only to show that he 
had wealth he could not legitimately ac- 
count for. Without the need for often- 
frightened witnesses, justice was swift and 
decisive. 

Stories were told in the courts of police 
officers who ran protection rackets so ex- 
tensive and profitable that they were 
organised like companies, with their own 
accountants to make sure the enterprise 
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The North looks at the South 





was properly conducted. The police force 
is thought to be clean now. The Reid case 
drew attention to the government’s legal 
department. Mr Reid prepared criminal 
prosecutions in commercial cases. Two 
Hongkong lawyers and a former banker 
have been charged with offering him a 
bribe in connection with a case against a 
former head of the Hongkong stock ex- 
change. When the lawyers and the banker 
go on trial Mr Reid is expected to testify 
against them and, as a result, may have his 
eight-year sentence reduced. 

Most people in Hongkong seem to ap- 





A bracketed Reid 





on his way to face the music 


ASIA 


gal for southerners to visit the North with- 
out their government's permission, a con- 
cession rarely granted for fear of “contami- 
nation” by communism. Those who have 
tried it have been jailed on their return. 

Yet South Korea might gain by accept- 
ing the offer, such as it is. It would expose 
the North’s own limitations on movement: 
northerners cannot even travel from one 
town to another without permission. Some 
South Korean students have shown interest 
in the juche (self-reliance) philosophy of the 
North’s leader, Mr Kim Il Sung. Let them 
find out what it means in practice, both 
from the point of view of individual freedom 
and the standard of living. The North’s in- 
come per person is only a quarter of the 
South’s. 

It is, anyway, in the South’s interest to 
keep negotiations going in the hope that the 
North’s gestures turn out to represent not 
an aberration but a change of thinking in- 


prove of the corruption commission’s ro- 
bust methods. Last year 2,423 people told 
the commission of alleged dirty deeds. 
These reports have so far led to 187 con- 
victions. However, the commission is get- 
ting anxious about the colony's proposed 
sill of rights, which would curtail its 
powers. 

At the moment a bit of a tiff is going 
on between the commission, supporters 
of the bill of rights, and China, which 
doesn’t want the bill anyway. Come 1997, 
che argument may turn out to be point- 
less. Corruption is endemic in China. It is 
zoing to take more than a commission 
thought up by the British to put an end to 
an ancient Chinese art. 


























































e ofthe border ¢ on yen 15th, Tibera 
ion Day, the-anniversary of the surrender 
the Japanese army in Korea in 1945. If the 
th's offer is indeed hollow, it is likely 
yat only a limited number of vetted north- 
vers will be allowed to come to the border. 
The South is sensible to remain cau- 
ious. The North's party newspaper wrote 
his week that anyone who favours ' ‘bour- 
ois freedom" must be either "a mentally 
ranged person whose sound spirit is para- 
ed, or a man who is obsessed with capital- 
1, given over to money”. 















OUR SPECIAL CORRESPONDENT IN DARWIN 


ERHAPS Darwin's sun bas turned its 
politicians’ heads. Consider the half- 
ked idea that, four years ago, led to the 
establishment of a “free-trade zone" for ex- 
rt processors in the tiny coastal capital of 
ustralia's.vast, barren and barely popu- 
ed Northern Territory. There are not 
ough people to provide cheap labour and 
e nearest big city is either Perth, 1,656 
iles.to the south-west, or Jakarta, 1.687 





tty-Liberal party government cannot even 
Offer worthwhile tax and customs incen- 
ives, since most of these are set by the fed- 
al, Labor, government in Canberra. In 
short, the Darwin Free-Trade Zone, bereft 
the advantages of its competitors in Indo- 











mic disaster. . 





d. "slave labour", 


irn jeans Aom the c quota restrictions pallor 


miles to the west. Moreover, the local Coun- 


esia, the Philippines and China, is an eco-- 


This nonsense: (only half-a-dozen com- 
nies, employing around 200 workers, - 
ve so far set up in the zone) is fast become’ aH 
political as well as a financial embar- | — 

. Amid fierce allegations ofilltrear- .| A" 
Australians of | American commercial satellites cannot 
xtraction have called on the fed- B 


on exports from China and Hongkong. 


For this, according to contracts negoti- 


ated between: Hengyang and a state-owned 
employment agency in China, theewomen 
were to be paid $120 a month, with another 
$30 remitted to China. They were forbidden 
in the two-year contracts to seek higher 
wages, strike, gamble or drink alcohol 
(surely part of the Australian way of life). 
Moreover, according to one report, they 
were not "to develop love or marital rela- 
tions." Pregnancy. was a ground for dis- 


missal, and some women claim they were 


told that abortions would be compulsory. 
The excesses have been documented 
convincingly enough, both by women work- 


ers—especially one who escaped from Dar- 
1 . again in 





win five months ago and emerge 
Melbourne—and by.the Federal Depart- 
ment of Industrial Relations. The question 


. now is whom to blame. 


The obvious scapegoat is Hengyang it- 
self. The Hongkong company ignored an 
agreement signed with the federal govern- 
ment, tradezone officials and the Austra- 
lian Council of Trade Unions to pay its 
workers what Australians would get. In- 
stead, it claims to have thought the only 
contractual conditions that applied were 
those negotiated in China. Disingenuous or 
not, the truth is that the workers were un- 
derpaid—by some A$400,000 ($320,000) 
according to the company; A$500,000 ac- 


cording to the trade union council. 


But part of the blame must surely lie 
with the Northern Territory's politicians 
and their obsessive desire to establish a man- 


ufacturing base in an area best suited for im- 







| By barge into space 





e ^) USSIAN rockets are as ipod. as any- 
M. one's, and cheaper than most. 




























be sent up in them because the American 
government fears the Russians will pinch 
their technological secrets. There is a so- 
lution: put American satellites or’ Rus 
sian rockets, but launch them from 
Australia. 
Plans to build the world's i com- 
mercial spaceport on the remote shores 
. of northern Queensland perked up this 
|. week when it became apparent that the 


| American government would let Ameri- 


-can companies participate. USBI, a sub- 


||... sidiary of United Technologies, is likely 
. | to be given the go-ahead to manage the 

¿|| spaceport at Cape York. The company 
| has experience in running American 


i launches, including those for the space 
* shuttle. The set-up at Cape York will be 


| much smaller, consisting of alaunch pad, 


porting tourists and exporting minerals. 
The Northern Territory, which occupies a 
sixth. of Australia's land mass, has only 
156,000 people—less than 196 of Australia's 
population—and half of them live in Dagsa 
win. Not surprisingly, manufacturi 
amounts to a mere 496 of the territory's GNP. 
This will not be changed by all owing peripa- 
tetic Asian businessmen to stick “made in 
Australia” labels on low-tech products. 
Whether local politicians will face facts 
is another matter. Undaunted by the experi- 
ence, Mr Barry Coulter, the energetic 
Northern Territory minister for industries 
and development (and also energy and min- 
erals), this week went to beat the territory's 
drum in Japan. Meanwhile, two union off- 
cials flew to Hongkong to check on the in- 
vestment intentions of a group of 15 compa- 
nies. One intention is clear enough: the 
investment will happen only with the im- 
port of more workers from China. 
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an airstrip for bringing in the satellites, 
and facilities for assembling and fuelling 
the Russian rockets, which will arrive by 
barge. The plan is to use Zenit launchers, 

a thoroughly modern type. 

Cape York is near the equator, so the 
rockets will start off with a healthy 
amount. of speed thanks to the rotation 
of the earth. The climate is stable. There 
is lots of empty ocean down-range of the 
launch site in case things go wrong—and 
the site is in sparsely populated country. 

The spaceport is expected to cost 
$485m. Providing the money can be | 
found and building starts soon, the first 
launch could be in early 1995. The Japa- 
nese might be keen to have an alternative 
to their own launch site, which is unus- 
able for 275 days a year because of fishing 
boats. down-range. The. Cape York | 
spaceport may not be a oneTocker tome E 
for long. E S de 
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Divide and rule 


Triple detente 


HOUSTON 


T WAS almost, but not quite, the first 

three-power summit. The leaders of the 

ren largest industrial economies and the 
. sident of the European Commission 
came to Houston after the collapse of com- 
munism and command economies in East- 
ern Europe; it was a summit of winners. And 
yet—while it would be much too strong to 
say that the victors started squabbling over 
the spoils—it was at least clear that Japan, 
North America and Europe view the new 
world in different ways. 

The old worry of the Group of Seven 
about current-account imbalances, particu- 
larly America’s deficit, has faded, partly be- 
cause those imbalances are shrinking and 
partly because in a world of more mobile in- 
ternational capital, deficits are sustainable 
for much longer than in the past. The new 
worry is that the world is slouching towards 
protectionism and it was in this economic 
context that the most contentious issue at 
Houston revealed the world’s new politics. 

That contentious issue concerned subsi- 
dies to agriculture. The Americans had, for 
a month before the summit, said that a com- 


THE ECONOMIST JULY 14 1990 





mitment to the successful conclusion of the 
Uruguay round of the GATT was their pri- 
mary concern; the round is scheduled to end 
in December. Achieving a successful round, 
the Americans argued, depends on progress 
on farm subsidies, since without such 
progress developing countries would not 
open their markets to western services, 
liberalise their investment regimes, or grant 
protection to the industrial world's intellec- 
tual property rights. 

The critical question of the summit be- 
came the cohesion of the European re- 
sponse to this analysis. The European Com- 
mission, in the shape of Mr Guy Legras, its 
director-general of agriculture, said that it 
found the analysis “overstated”. 

No sooner had he sat down than the 
Americans fired their heavy guns, in the 
shape of two blistering briefings by Mr Clay- 
ton Yeutter, the agriculture secretary, and 
Mrs Carla Hills, the trade representative. 
Their contention was that the Europeans 
were "not engaged” in the agriculture talks, 
and that their commitment to export subsi- 
dies for the produce of European farmers 


was pernicious. Openly taken aback by the 
vehemence of the attack (which had been 
foreshadowed the previous day at a private 
meeting between President George Bush 
and Mr Jacques Delors, the president of the 
commission), European officials said that 
they had been "knocked out”. 

The next day the British laid out a com- 
promise statement—a so-called refinement 
of the plan proposed ten days ago by Mr 
Aart De Zeeuw, the Dutch chairman of the 
agricultural negotiating group in the Uru- 
guay round. The De Zeeuw text called for 
the reduction of internal supports, with cer- 
tain exceptions such as food security, the 
conversion of non-tariff barriers into tariffs, 
and a more rapid reduction in export subsi- 
dies than in other forms of protection. This 
third issue is the Community's sticking 
point; export subsidies account for $10 bil- 
lion-worth of the EC's total farm support, 
compared with $500m of America's. 

The British compromise was couched in 
more general terms, calling for negotiations 
to reduce the three types of support. All the 
Europeans were prepared to agree to the 
proposal; the Americans and Canadians 
thought it too weak. The Americans tabled 
their own paper, making explicit reference 
to the De Zeeuw plan, and, after a late-night 
drafting session among the summit sherpas, 
both the British and the American texts, 
amended in minor ways, found their way 
into the final communiqué. 

Predictably, all sides pronounced them- 
selves satisfied with the response, but the 
Americans did so with a little more convic- 
tion, claiming that they had the political 
mandate for the reduction of all forms of ag- 
ricultural subsidies they had sought. Euro- 
pean claims that the agreed text moved their 
position not a jot seemed a touch desperate, 
and indeed, at his post-summit briefing, Mr 
Delors acknowledged that the Community's 
position had shifted—though whether it 
has shifted enough to provide a satisfactory 
outcome of the next round of trade talks, 
which begin in Geneva on July 23rd, re- 
mains in doubt. 

It was the way the Americans achieved 
this modest victory that made it so fascinat- 
ing. Americans claim that dividing the Euro- 
pean nations one from the other is always 
the last thing on their minds. Still, they were 
able to use differences in the European posi- 
tions, and the specific debts that various Eu- 
ropean leaders owe President Bush, to their 
advantage. West Germany's chancellor, Mr 
Helmut Kohl, had privately told Mr Bush he 
was prepared to endorse a solution that was 
based on De Zeeuw. The British were anx- 


ious to show themselves as helpful to the 
27 
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Stressing kitsch 


HOUSTON 


66" T^ HERE was no best time to be in- 

troduced to Houston, Texas, but 
July was the worst . . . Houston was an un- 
believably torrid effluvial sump . . . They 
stepped out of the airplane and started 
gulping in the molten air. It was 96 de- 
grees. Their arrival was the biggest thing 
in Houston history. 

"They had been assured that their en- 
try would be easy-going and 
casual... There would be a zippy little 
motorcade; then there would be a cocktail 
party... Then all seven cars head down a 
ramp. A bone-splitting chill hits them. 
The place is air-conditioned, Houston- 
style, which is to say, within an inch of 
your life. There were five thousand people 
on the floor eager to tear into roast cow; 
the air was filled with the stench of burn- 
ing cattle. This was the main event, the 
reception, the Big Howdy. It was a Texas 
barbecue, Houston-style . . . " 

Thus Mr Tom Wolfe, on the arrival of 
the Mercury astronauts in Houston in 
1962. He could have been describing the 
welcome given to the leaders of the 
world's largest industrial countries 28 
years later. Houston's civic leaders, their 
town all gussied-up, streets swept of rub- 
bish and tramps, would have liked their 
guests to have admired museums, opera 
and fine restaurants. 

Mr George Bush, back where he learnt 
to kick ass and other manly pursuits, had 
different ideas. A rodeo, a country-music 
show: to coin a phrase, a Texas barbecue, 
Houston-style. So the summiteers spent 
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Americans as they were good Europeans. 
Hence the Americans could work to isolate 
the commission and its most outspoken de- 
fenders in the French delegation. 

The same tactics were in evidence both 
in the discussions on economic aid to the 
Soviet Union and on the environment. Mr 
Kohl had come to Houston with environ- 
mentalists praising him as the new world 
leader on green issues. But he owes Mr Bush 
a debt or two. So, although the environ- 
ment occupied the biggest chunk of the final 
communique, the document made no men- 
tion of a commitment to reduce the emis- 
sion of greenhouse gases by a specific date. 
The swarm of environmentalists in Houston 
was furious. 

Similarly, West Germany and France 
have been anxious all summer to press 
ahead with co-ordinated economic assis- 
tance to the Soviet Union. The Americans 
remain unconvinced that the Soviet econ- 
omy is sufficiently reformed to put such as- 
sistance to good use. They were able to use 
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Sunday in an air-conditioned stadium eat- 
ing cow and racing armadillos. They lis- 
tened to country singers, all of whom were 
greeted by the president as if they were 
long-lost friends—as half of them were. 
"The barbecue and rodeo won noth- 
ing but rave reviews from the guests!", 
crowed the Houston Post the next day: 
which was the truth, of sorts. Certainly, 
none who saw it will ever forget The Boot. 
To open the rodeo, a sequined woman, on 
a white horse, waving Old Glory, rose me- 
chanically into view from the depths of a 
giant cowboy boot. Then she went down 
again. But the flag did not, sticking on the 
boot like a carelessly draped sock. "She's 
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Thatchers (party-poo 





Kaif (game), 


the fact that, at the recent EC Dublin sum- 
mit, Britain and others had persuaded the 
EC of the need for a study of the Soviet econ- 
omy before multilateral assistance be prof- 
fered. With this precedent in mind, the 
Americans successfully argued that the 
World Bank and the International Mone- 
tary Fund should do another study, which 
may lead to direct assistance from the Amer- 
icans and (if Japan's territorial dispute with 
the Soviet Union is sorted out) from Japan 
as well. 

Japan's prime minister, Mr Toshiki 
Kaifu, had a fine old time in Houston from 
the moment he appeared at a rodeo sporting 
a ten-gallon hat. For a start, his country was 
not in the dock over its trade surplus, which 
must have been a pleasant change. Mr Bush 
likes the man, likes the fact that Japan's 
trade surplus has been coming down 
(though it may soon rise again), and notes 
that Mr Kaifu's government seems genu- 
inely prepared to address so-called structural 
impediments to American imports. 


you like best? 
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been in there 90 minutes!" said the an- 
nouncer, triumphantly. 

This Houston was more true to itself 
than opera, museums and fine restau- 
rants; and in a Texan-American way it was 
genuinely international—witness the 
Vietnamese kids in cowboy boots dancing | 
to rap music in the night clubs. There was | 
nothing of the pomposity of last year's | 

| 





summit in Paris, nothing of the expected 
penny-pinching that could make life mis- 
erable for those who go to London next 
year (in Houston, everything from booze 
to aspirin was dished out free). The secu- 
rity was relaxed enough to allow ladies of 
the night to prowl hotel bars. True, the 
town's most famous adopted son stressed 
its kitschy side, but why be president if 
you can't spend an evening doing what 












pers), Bush doing what comes naturally 


The Japanese, however, were not abo 
flexing their muscles. They wanted the g 
ahead for renewed bilateral investment in 
China. Despite getting it, they went away 
grumbling about the language of the politi- 
cal statement, which remained highly criti- 
cal of the Chinese leadership. This repre- 
sents one of the first signs of Japanese 
independent assertiveness at such summits, 
no doubt a harbinger. 

It is quite true that on the environment, 
as on aid to China and the Soviet Union, 
America's policy appears to be an extension 
of Mr Gennadi Gerasimov's Sinatra doc- 
trine. The countries of the West will now do 
things their own way as much as will the 
countries of Eastern Europe. lt is also true, 
as Mrs Thatcher said, that the world is now 
divided into three currency blocks (and, she 
cheerfully admitted, Britain is part of the D- 
mark one). 

Yet, as the battle over farm subsidies 
showed, it is not true that those three cur- 
rency blocks are associated with political en- 
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tities of equal coherence. However impres- 
sive a figure Mr Delors may have cut in 
Houston, and he did, the Community does 
not yet speak with one voice on all matters 
of importance to the Americans. Therein, 
perhaps, lies a key to the development of fu- 
ture American foreign policy. It will not 
have escaped Mr Kaifu's notice that the tac- 
tics the Americans used against the Europe- 
ans are much harder to use against his own 
country s interests. 





Arkansas 


Clintonland 


LITTLE ROCK 


LEEPY, poor, rural and backward, Ar- 
kansas is a bastion of the nostalgic, un- 
‘ogressive South. It has just resumed exe- 
_.itions after a gap of 25 years. Yet it supplies 
two of the Senate's best members, both 
Democrats and both former governors. And 
its long-serving current governor, Mr Pill 
Clinton, a Yale graduate and former Rhodes 
scholar who is running for re-election this 
year, has a national reputation in Demo- 
cratic political circles. 

Mr Clinton will probably win, though 
not by much. The state's economy is not in 
bad shape, though like much of rural Amer- 
ica it enjoyed little of the Reagan boom. The 
governor has worked hard to attract new in- 
vestment; since 1985 Arkansas has had 
faster job growth than any neighbouring 
state. He has also pushed a school-choice 
programme through the legislature, includ- 
ing the novel idea of fines for parents who 
fail to attend parent-teacher sessions or 
whose children persistently play truant from 
school. 

But Mr Clinton has acquired opponents 

ten years in office, not least those legisla- 
tors who have rejected his attempts to re- 
form (and increase) state taxes. First elected 
in 1978 when he was 32, he was defeated in 
1980; and returned in 1982 and 1986 (terms 
are now four years long). Earlier this year he 
admitted that the prospect of another elec- 
tion no longer stirred his blood. He won the 
Democratic primary with only 5496 of the 
vote. 

He says that this was because many sup- 
porters voted in the more exciting Republi- 
can primary, fought between two former 
Democrats. In that election Mr Sheffield 
Nelson, a rich businessman, defeated Repre- 
sentative Tommy Robinson. The two are 
old (and ex-) friends; locals enjoyed the vit- 
riol they and their backers hurled during the 
campaign. One accusation in particular may 
haunt Mr Nelson: that as chairman of the 
public gas utility he enriched a business as- 
sociate with astonishingly generous gas 
leases that had to be bought back at con- 
sumers' expense. Without actually accusing 
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Up and up he goes, and stays 


Mr Nelson of wrongdoing, Mr Clinton says 
that the transaction, which is being investi- 
gated by a public-service commission, fails 
the smell test. 


Mr Nelson will attack Mr Clinton for 
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his ten-year record (he dismisses school re- 
form as a sham) and for raising taxes. He will 
also paint him as a Dukakis liberal, though 
Mr Clinton naturally prefers to call himself 
a moderate. And Mr Nelson will criticise Mr 
Clinton for caring more about his national 
ambitions than about Arkansas. 

But most Arkansans seem to like having 
a governor who is tipped as a future presi- 
dential candidate. Mr Clinton has been 
chairman of the National Governors Asso- 
ciation; helped shape Congress's welfare re- 
form in 1988; and, with the White House's 
Mr Roger Porter, drew up the education 
goals recently endorsed by Mr Bush. He is 
chairmàn of the Democratic Leadership 
Council, the brainchild of southern sena- 
tors who want to promote a non-liberal 
southern presidential candidate. 

Mr Clinton's national ambitions were 
dented when he delivered a stupefyingly 
long keynote speech at the 1988 Democratic 
convention, and would not stop speaking. 
He will also have to live down Senator Sam 
Nunn's pointed joke about his having being 
the first American politician to have been a 
bright young rising star in three successive 
decades. 





Drug-dealing 


Danger money 


WASHINGTON, DC 


ECOGNISE a drug-dealer by his gold 

chains, his flashy Mercedes and his 
wads of hundred-dollar bills? That is what 
the public expects. And, indeed, Mr Rayful 
Edmond, who controlled a fifth of the capi- 
tal's cocaine supply and was given a life sen- 
tence by a Washington court last December, 
ran a business that, had it been legitimate, 
would have ranked as the area's fourth-big- 
gest by turnover. By contrast, a recent analy- 
sis published in the New York 
Times suggested that most 
drug-dealers come away with 
little money—often it is barely 


more than the minimum 
wage—partly because they are 
such heavy drug-users 
themselves. 


Which image is the more 
precise? Because the business is 
illegal and the evidence largely 
anecdotal, it is hard to know. 
The most detailed evidence so 
far comes from the Rand Cor- 
poration, which on July 11th 
published: “Money from 
Crime: a study of the econom- 
ics of drug-dealing in Washing- 
ton DC". The research team, 
led by Mr Peter Reuter, used 
three sources: police data on all 
people charged with a crime in 


Washington in 1985-87; interviews with 
nearly 200 men on probation; and a survey, 
done by the Urban Institute, of high-school 
children in some of Washington's poorest 
areas. 

The drug-dealers studied by Rand 
mostly operated in illegal street markets. 
They were overwhelmingly young, male and 
black. Rand reckons that in 1986 there were 
about 24,000 such dealers in Washington, 
roughly half of whom sold drugs every day, 
usually for about four hours. One-fifth of 
the $1.5 billion earned by Washington's 
black men aged between 18 and 39 came 
from drug-dealing. The average dealer was 
making about $24,000 a year after expenses 
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and—of course—free of taxes. 

The proportion of young black Wash- 
ington men engaged in the trade is extraor- 
dinarily high. Rand figures showed that one 
in six black men born in 1967 was charged 
with drug-dealing in 1985-87. By the time 
they reach 30 about one in three will have 
been charged—and there are certainly oth- 
ers who have not been caught. 

The incentive to enter the business is 
plain: an annual tax-free $24,000 may not be 
a huge amount, but it is several times what 
an unskilled black man can earn within the 
law. Nor is the drug money the dealers' sole 
source of income: two-thirds of them also 
had a legitimate job, usually paying about $7 
an hour compared with $30 an hour for 
dealing. One dealer was a clerk in the Justice 
Department. 

As good economists, the Rand team also 
investigated why earnings stayed so high for 
a business with few barriers to entry. The 
answer lies in the risks of the job. The re- 
searchers calculated that a typical drug- 
dealer had each year a 1.596 risk of being 
killed (over 100 times the risk in other occu- 
pations), a 796 risk of being seriously injured 
and a 2296 risk of imprisonment. Among 


high-school students thinking of entering 
the drug trade, the risk of being killed or in- 
jured by other drug-dealers weighed far 
more heavily than the risk of imprisonment. 

Another risk for drug-dealers is becom- 
ing addicts themselves. Over 7096 of them 
admitted to using a hard drug; 4096 held 
back some of their stock for personal con- 
sumption. But the Rand study suggests that 
the received wisdom of an addict becoming 
a dealer in order to finance his own con- 
sumption may be wrong. Most youngsters 
starting in the business became drug-users 
only when they were established, suggesting 
that drug-dealing leads to drug-using, not 
the other way round. 

Mr Reuter concludes that neither the 
expansion of the legitimate job market nor 
heavier terms of imprisonment are likely to 
have much impact on the drug-dealing busi- 
ness. Oreater knowledge of the risks in- 
volved, especially from other drug-dealers, 
might increase the attraction of safer jobs, 
even if they paid little. But Mr Reuter argues 
that the best remedy would be fiercer action 
on the demand side: about 40% of people 
buying drugs in street markets come from 
outside the city, and 30% of them are white. 
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America's rivers 


Cleaner is not clean 


ALBANY, NEW YORK 


The Hudson is still contaminated; but at least the pollution is now insid- 
ious, not disgusting. Another in our occasional series on America's rivers 


WHEN Mr John Cronin says 
the Hudson is a river saved 
from dying, he knows what he is 
talking about. He is employed 
by a fishermen’s association as a 
sort of freelance detective to 
prowl the Hudson in search of 
polluters. Mr Cronin helped 
collect the evidence for success- 
ful legal actions against Exxon for discharg- 
ing petrochemicals into the Hudson, against 
a Con Edison nuclear power station for kill- 
ing striped bass in its water-intake system, 
and against several municipalities for failing 
properly to treat their sewage. 

Mr Skip Storch, a marathon swimmer 
who works for the Interstate Sanitation 
Commission as an environmental investiga- 
tor, is an even more convincing witness for 
the river's recovery. He puts his health 
where his mouth is. He recently swam from 
Albany to the Statue of Liberty, a distance 
of 153 miles, in 51⁄2 days "just to let people 
know that the water qualities are a lot better 
than they have been in the past." 

Nobody right in the head would have 
done this 25 years ago. The river then had 
stomach-turning levels of pollution along 
much of its 320-mile length from its source 
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in the Adirondack Mountains to Battery 
Park at the Wall Street end of Manhattan 
island. Floating mattresses of grey gunk dis- 
charged from the paper mills on the Hud- 
son’s banks were infested with what biolo- 
gists call pollution-index species—such 
creatures as sludge worms, leeches and rat- 
tail maggots. 

During the summer the 
stench became unbearable. 
Stretches of the river were 
turned silver by the bellies of ale- 
wife herrings asphyxiated when 
bacteria feeding on raw sewage 
exhausted the water's oxygen. 
Tanneries on tributaries of the 
Hudson added to the stink and 
the filth by pouring acids and 
animal hair, fat, blood and in- 
nards into the Hudson. 

No wonder towns on the 
Hudson turned their backs, as 
well as their backsides, to the 
river. With the clean-up, they 
are starting to turn their faces 
towards it again. Troy, a homely 
industrial town, has opened a 
Riverfront Park with a walking 
and biking trail, a bandstand 


and an open-air cafe. Albany, the state capi- 
tal of New York, rues past mistakes. A sterile 
complex of Leggo-style government build- 
ings is bad enough. Still worse is the mess of 
modern highways cutting the town off from 
a river that is at long last regaining its old 
majesty. 

Building developers are also starting to 
rediscover the charms of a river that in- 
spired a great nineteenth-century American 
art movement: the Hudson River school of 
painters. Blocks of flats are rising on its 
banks. Not all of them are as ugly as the 
pinky-brown job that has angered people in 
Nyack, but none enhances the river. Mr 
Pete Seeger, America’s most famous folk 
singer, appeared on "Hudson Chronicle", a 
documentary about the river on America’s 
public television network, to say: “We 
haven’t even finished cleaning the river. It’s 
only halfway clean, but the real estate boom 
is horrendous . . . If we don’t watch out, i 
gonna be a wall of highrises right from n. 
mountains to the sea." 

Apart from a filthy stretch alongside 
New York city, the river looks clean and un- 
spoiled along much of its length. Once again 
it is possible to understand why Thomas 
Cole, a leading member of the Hudson 
River School, exclaimed on a trip to Europe 
that the Rhine was "infinitely inferior to the 
Hudson in natural magnificence and gran- 
deur." The railway journey along the east 
bank of the Hudson, from Grand Central 
station in midtown Manhattan to Rensse- 
laer, is among the prettiest train trips in 
North America. Yet Mr Seeger is right to 
call it "only halfway clean". 


Tell it to the fishes 


The river and its fish are still contaminated 
by polychlorinated biphenyls (PCBs), chemi- 
cal compounds that have been found to 
cause cancer and sexual impotence in lab- 
oratory animals. Most of them came fr 

General Electric capacitor and transforme 
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AMERICAN SURVEY 








NEW YORK 


HE Democrats' decision to hold their 

next presidential convention in a re- 
constructed Madison Square Garden in 
mid-July 1992 is undoubtedly good news 
for New York. The 35,000 people it will 
| bring to the city—5,300 delegates plus 
| 30,000 journalists and hangers-on—are 
expected to spend an average of $350 a 
day while they are there. Whether the de- 
cision is also good news for the Demo- 
cratic party is more doubtful. 

Though its taxi drivers can be ornery, 
the city’s reputation for incivility is exag- 
gerated. So is its reputation for violence. 
Careful use of statistics can show that visi- 
tors run less than half the risk of being 
murdered in New York that they do in 
Detroit or Washington. Nobody would 
guess this from the vast publicity currently 
being given to the city’s crooks and luna- 
tics. Among the more colourful are a Ma- 
fia godfather who walks around in his py- 
jamas pretending to be gaga, the Zodiac 
Killer who chooses his victims on the basis 
of their astrological signs, and the Dart 
Man who fires his projectiles into the bot- 
toms of skirt-wearing women pedestrians 
in mid-town Manhattan and has driven 


many women into trousers. 


Apple pie for the Democrats 






The city’s reputation for political rad- 
icalism is better deserved—and could hurt 
the Democrats. Black activists in New 
York are blacker, gays gayer, women more 
feminist than elsewhere. This is scarcely 
the best backdrop for a party that can take 
the votes of such militants almost for 
granted and that needs to edge towards 
the political centre to stop the Republi- 
cans winning their fourth consecutive 
presidential election in 1992. 

New Yorkers would have had no right 


R 


E 
New York's special welcome 





to be offended if the Democrats had cho- 
sen to go somewhere else, especially if it 
were Chicago, Cleveland or another mid- | 
dle-American city, to help counter Repub- 
lican efforts to typecast their party as ul- 
tra-iberal, and dominated by radical 
north-easterners. New York was the site 
for the convention in 1976, an event 
hailed at the time as marking the turning- 
point for a city that had come close to 
bankruptcy, and again in 1980. 

e other contenders must wonder 
what they did wrong for New York to be 
chosen once more. New Orleans, the run- | 
ner-up this tirne, is supposed to have dam- 
aged its chances when the Louisiana legis- 
lature passed the strictest anti-abortion 
law in the country. The governor may yet 
veto it. This seems more a convenient ex- 
cuse than the real reason for denying New 
Orleans the convention. | 

True, New York offered to spend | 
$20m on its facilities. But political insiders | 
say that Mr Ronald Brown, the chairman 
of the Democratic party's national com- 
mittee, was determined to choose New 
York anyway. He wanted to do it as a fa- 
vour to his home town and also to Mr Da- | 
vid Dinkins, its first black mayor. During 
his long stint as a Harlem politician, Mr | 
Dinkins struck up a firm friendship both 


with Mr Brown and his late father, the 
manager of a Harlem hotel. 





plants at Hudson Falls and Fort Edward. 
They spilt about 500,000 Ib of PCBs into the 
Hudson from 1945 until 1977, when their 
use as coolants and lubricants in electrical 
machines was prohibited. 

The PCBs have settled in the sediment in 
the river bed and all but destroyed the Hud- 
son's once-thriving fishing industry. The 

»vels of PCBs in catfish, eel, perch, carp and 
-triped bass caught in the Hudson are so 
high that none of these fish is safe to eat. 

New York State's Department of Envi- 
ronmental Conservation permits the com- 
mercial fishing of shad, herring, sturgeon 
and blue crabs. All are sea-dwelling species 
that use the river part-time and so are not as 
susceptible to contamination as fish that are 
in the river year-round or, like the striped 
bass, long enough to absorb dangerous 
amounts of PCBs. New Yorkers are chary 
about eating even the fish the experts say are 
safe. Restaurants on the banks of the river 
list on their menus Idaho trout, Atlantic 
salmon, Boston scrod—anything but fish 
from the Hudson. 

For the past 15 years all efforts to clear 
the river of its PCBs have been blocked by 
lobbyists. The spectacle is sadly familiar in 
environmental disputes. The parties in- 
volved take up positions that serve only 
their narrow interests while all the while 


loudly proclaiming that they have the public 
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good uppermost in their minds. 
A plan by the state government to 
dredge a highly contaminated stretch of the 
river was stymied when Fort Edward learnt 
that this toxic sludge would be dumped in a 
landfill on a farm near the town. Its 3,500 
people became instant experts on the envi- 
ronment, and with impressive unanimity as- 
serted that dredging would be a dreadful 
mistake. They told the state's scientists, in 
the sort of tone adults use in talking to small 
children, that dredging would increase the 
levels of contamination by stirring up PCBs 
buried in the riverbed. Their lobby group, 
which they called Citizen Environmentalists 
Against Sludge Encapsulation 
(CEASE) has made common 
cause with General Electric. 
The company predictably 
claims that PCBs are probably 
harmless to humans anyway. It 
then adds that dredging is the 
worst way to deal with these 
chemical compounds. Accord- 
ing to General Electric, dredg- 
ing will (a) disrupt communi- 
ties by requiring lots of 
landfills, (b) transfer the prob- 
lem from river to land, (c) vio- 
late federal and state policies 
against landfilling, (d) disrupt 


the aquatic environment and 
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(e) create new problems downstream. Gen- 
eral Electric’s critics are neither surprised 
nor swayed by these arguments. They say 
the company’s managers fear that if dredg- 
ing proceeds General Electric might eventu- 


ally be handed the bill for the clean-up of 


the toxic mess it created. 

Whatever its motives, General Electric 
prefers a process called bioremediation. 
This uses nutrients and organisms to accel- 


erate the slow natural biodegradation of 


PCBs. The process has proved promising in 
controlled laboratory tests. Whether it will 
also work in the river is the unanswered 
question. Scientists at General Electric say 
they will be ready to start con- 
sidering it a couple of years 
from now. 
Meanwhile explosive 
growth in the river's popula- 
tion of striped bass threatens 
to overwhelm what little re- 
mains of the Hudson's com- 
mercial shad fishing. Nets put 
out for shad are jammed and 


ers that the fishermen throw 
back into the pcs-polluted 
river. When these tasty fish will 
once again be fit to eat is still 
anybody's guess. 
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Crowbar Carla strikes again 
NTHE first full day of the Houston summit, a Americans 


: proceedings. Back to back, Mr Clayton Yeutter, the agriculture 
Secretary, and Mrs Carla a the United States trade represen- 
tative (UsTR), gave briefings slamming the European Communi- 
. ty s agricultural policy. 

For some watching Bipa alittle smug, perhaps, in 


as smartly as ever, smiling only to show how- sharp her teeth 
were, she spoke in her usual clipped but powerful us like the 
lawyer she Once was. Europeans 
were trying to "bribe the market" 
for agricultural products; they had 
no clear mandate for negotiations; 
they. were, she implied, generally 
wet, devious and hopeless. For some - 
watching her swing her handbag, it 
must have been a bit too much like 
watching the old ' Margaret 
Thatcher. 

—-. The comparison carries a warm- 
Ang: like Mrs Thatcher, Mrs Hills of- 
ten gets her way. When President 
Bush summoned Japan's.prime min- 
ister, Mr. Toshiki Kaifu, to a meeting 
in April, State Department officials 
let it be known that they would be in 
charge; Mrs Hills would not even be 
there. In the event, she not only 
went but spent six hours lecturing 
the hapless Mr Kaifu on his coun- 
etrys anti-consumerism. Soon the 
Japanese offered enough conces- 
sions for the ` structural-impedi- 
ments initiative" trade talks to be 

; declared a wild success. 

Mrs Hills believes thar bullying 
works in trade negotiations. This 

. makes her popular with Congress, 

_ distrusted by the cog-oilers at the 
state Department and detested by 
the memo-and-meeting crowd in 
Brussels. That she got resuits by bul- 
lying the Japanese is now accepted. That the same technique can 
budge the Europeans from their farm protectionism is less 
clear—despite this week's half-success. 








Europe i is the toughest. test 


There are tensions in America’s attitude to trade. As the domi- 
nant post-1945 economy, the United States happily led the 
march towards multilateral free trade through successive GATT 
- negotiations. But when American industry lost ground to for- 
- eign competition in the 1970s and a big trade deficit emerged in 
the 1980s, an instinct for protection re-emerged. Politicians 
spoke of free but fair trade, of reciprocity, of levering open for- 
eign markets by threatening to close America's. Behind the flan- 
nel, the share of American imports subject to restraint—usually 
called voluntary in an Orwellian bid to hide the fact that it is 
compulsory—rose in the 1980s from an eighth to a quarter. — 
Though she says she is a staunch free-trader, Mrs Hills has 








pulled off a stunt that set the course for the rest of the - 


their assessment of American cabinet members, the perfor- ` 
_mances were breathtaking, especially that of Mrs Hills. Dressed 





l responces® to. the protectionist constinuency; She keenly, wielded d 





- her “crowbar” to prise open closed foreign markets, starting dis- 
p 


putes with Japan, Brazil and India and threatening South Korea 
and Taiwan. In the event she got results that pleased congres- 


sional architects of the 1988 trade act, relieved some protection- 





ist pressure-—-and, as she points out, helped other countries. But 
she upset the multilateralists who say that bilateral action to set- 
tle trade disputes undermines GATT. Only late last year did Mrs 


. Hills make- it unequivocally clear that à successful Uruguay 
round was America’s top trade priority. She now describes it as 
: America’s ultimate competitive initiative. 


The Uruguay round, which sounds like the elaborate danse 
ritual it resembles, is the most intri- 
cate of the post-1945 GATT rounds. 
It seeks to extend GATT's cover from 

one-third to two-thirds of world 

trade— pulling in services, invest- 

. ment and agriculture. Mrs Hills 

tightly insists that agriculture is the 

linchpin, for without freer access to 
 rich-country food markets, poorer 
countries will have no incentive to 
accept other changes. She is also 
right to single out the chief obstacle 
to agreement: the EC'scommon agri- 
cultural policy, whose use of export 
subsidies ensures that farmers’. in- 
comes are supported in the most 
trade-distorting way possible. 
The dispute flared in Houston, 
.:. . and Mrs Hills had rather 
- more cause to be happy 
with the resulting compro- 
mise than most. But compromise it 
was-—and only the opening row in a 
long battle. Europeans remain less 
likely to respond to-lecturing than 
were the Japanese. Mrs Hills notes 
that Japanese consumers supported 
the market-opening measures their 
government reluctantly accepted. 
But though they too would benefit 
from dismantling the common agri- 
cultural policy, European consumers 
do not loudly demand it; and Eu- 
rope's farming voters remain powerful. America’s own farmers 
are hardly pressing for an end to world subsidies. And studies 
suggest that other countries, not the United States, would bene- 
fit most from open European and Japanese markets. | 
There is still a strong risk that the Uruguay round will fail. 


Mrs Hills says firmly that “no agreement is better than a bad | 


agreement". And America could lapse into bilateral trade deals 
and aggressive unilateral dispute-settlement. Mrs Hills insists 
this can be consistent with the multilateralism of GATT. But it 
could also lead to the secession of: competing blocks from world 
trade. Perhaps it is appropriate that the UsTR’s office—complete 


with a countdown sign numbering. the days left to complete 3 


GATT—sits in the Union army's civil-war headquarters: 

Mrs Hills is a typical Bush Republican; she is not ideological, 
but.a consummate technician; she is easily the best woman the 
Republicans have got; she obviously thrives on the attention she 


_ is getting and she is intensely ambitious. This i is unlikely to i the 
| biggest jobi she evil have. What next? qud 
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INTERNATIONAL 


oandinism rises from the grave 


FROM OUR CENTRAL AMERICA CORRESPONDENT 


IVAL flags fluttered on the streets of 
Nicaragua's capital; bullets flew where 
for more than a decade fighting seemed re- 
mote. For ten days it looked as if the Febru- 
ary election triumph of Mrs Violeta 
Chamorro might not have brought peace af- 
ter all. On July 12th calm was restored. But, 
then, Nicaragua's new president had 
e... a bitter lesson about the limits of her 
" power, and about the continuing strength, 
in opposition, of the Sandinist party 
she beat at the polls. 

The insurrection of 1979 brought 
down the dictator Anastasio Somoza, 
and put the Sandinist Front in power. 
The Sandinists brought an American 
blockade, five-figure inflation, food 
shortages and a sullen discontent that 
culminated in their election defeat. In 
the countryside there was war against 
the contra rebels, who were backed 
by the United States. But in the 
towns, where the Sandinists con- 
trolled the army, the police, the civil 
service and the trade unions, their 
rule was not openly contested. 

The Sandinist trade unions kept 
quiet because the Sandinist govern- 
ment seemed to give them what they 
wanted. They got wage increases 
9 nominally, made up for infla- 

on; in fact they accelerated it, de- 
stroying the value of the increases, 
which were then repeated. Mrs 
Chamorro wanted to end this non- 
sense and stop inflation. But the gov- 
ernment's free-market plan would 
have destroyed the jobs of many pub- 
lic employees. 

So on July 2nd the unions 
organised a strike. The government 
would not yield. The unions then occupied 
government buildings and barricaded the 
streets. Almost all union members work in 
the public sector, and almost all union lead- 
ers are officials of the Sandinist Front, 
whose leader, ex-President Daniel Ortega, 
said he backed them. The civil service was 
thus resisting the government that em- 
ployed it. The government called upon the 
army and the police to restore order. But 
their officers, too, are still Sandinists, and 
the head of the army is still General 
Humberto Ortega, brother of Daniel. 
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On July 9th, with the strike a week old, 
Mrs Chamorro called in troops to help the 
police restore order. They were noticeably 
slow to obey. General Humberto Ortega 
had pledged loyalty to Mrs Chamorro, and 
resigned from the Sandinists’ nine-man di- 
rectorate. But he was clearly wary of order- 
ing his army to put down a strike that his 
brother had backed on behalf of the party. 
The soldiers bulldozed some Sandinist bar- 





ricades, but made no effort to dislodge the 
people occupying government ministries. 
Red-and-black Sandinist flags flew from 
the strikers’ barricades, and from the gov- 
ernment buildings they occupied. Blue-and- 
white flags showed where government sup- 
porters were. On both sides the leadership 
seemed to hope for compromise. But pro- 
government radicals wanted Mrs Chamorro 
to break the strike, while Sandinist radicals 
denounced their leaders’ apparent loss of 
revolutionary fire. Both sorts of radicals 
brought out their AK-47 rifles. By midweek at 


least four people had been killed and more 
than 50 wounded in clashes between San- 
dinists and the government's supporters. 

Many Sandinist sympathisers, including 
union organisers, were given rifles before 
their party handed over the government. 
Demobilisation of the contra guerrillas was 
formally completed in June, but many of 
them, too, kept their weapons. They have 
friends in high places. On July 10th the vice- 
president, Mr Virgilio Godoy, seemed: to 
hark back to the days of war when he called 
a press conference to announce Communi- 
qué Number One of the High Command of 
the Brigades of National Salvation. These 
civic brigades would “defend the will of the 
people" and "fight to avoid disorder, sabo- 
tage, anarchy and chaos that Sandinist van- 
dals are trying to impose on our suf- 
fering fatherland.” 

Mrs Chamorro has been at odds 
with Mr Godoy since her inaugura- 
tion. She denied him an office in the 
government house, and barely talks 
to him. The vice-president has since 
sought to harness discontent on the 
fringes of Mrs Chamorro's fragile 14- 
party UNO coalition. At the other ex- 
treme, Sandinist street gangs seek to 
overturn Mrs Chamorro's victory. 

Mr Daniel Ortega met the presi- 
dent's people on July 10th, but failed 
to persuade them to talk to the strik- 
ers. The next day, shocked by the vio- 
lence in the capital, the government 
backed down. Mrs Chamorro said at 
a press conference that talks would 
begin if order was restored. At her 
side was General Ortega, whose 
brother had got his way. “The army 
would never carry out a coup d'état, 
much less against the government led 
by Violeta Chamorro,” the general 
beamingly promised. Strike leaders 
told supporters to take their barri- 
cades down. 

Baffled by losing the election, the 
Sandinists had launched a process of 
“self-criticism” that included investi- 
gation of charges of corruption: “There 
were persons [in the party] lacking in worth 
or accused of corruption who, for differing 
reasons, were maintained in their posts or 
transferred to positions of equal or even su- 
perior standing,” said a party report last 
month. Defeat brought hidden quarrels into 
the open. But the Sandinists have shown 
they can paralyse Managua. They still hope 
to block the government's central objective: 
the creation of a sound currency, and there- 
fore of a free economy. 
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INTERNATIONAL 
Argentina and Brazil 


Free trade moves south 


FROM OUR CORRESPONDENTS IN RIO DE JANEIRO AND BUENOS AIRES 


DGED by President Bush, shoved by 


their own necessities, and united in 


sorrow about the World Cup, the presidents 


of Brazil and Argentina have made another 
move towards regional free trade. It may get 
no further than previous Latin ventures in 
this direction; but this time, at least, the two 
countries are casting it as part of a move to- 
wards freer trade for all the Americas. 

At talks in Buenos Aires at the begin- 
ning of July Mr Fernando Collor de Mello 
and Mr Carlos Menem agreed to bridge the 
river that divides their two countries. This is 
intended to symbolise their promise to cre- 
ate a genuine Brazil-Argentina common 
market by the start of 1994, when they want 
Chile, Uruguay and Paraguav to be on the 
way to join them. 

This kind of thing has had a sorry his- 
tory in Latin America since 1822. In 1986, 
when Argentina and Brazil agreed to tariff 
cuts on the way to a common market by 
1999, they were building on the rubble of 
half-a-dozen failed attempts at regional inte- 
gration. They have failed for good reasons: 
attempts at poor-country common markets 
start from a bad place (these countries need 
to trade with the rich world, not with each 
other), and Latin governments have been 
dedicated protectionists. 

Mr Menem and Mr Collor are new in 
office, and full of the verve their predeces- 
sors lacked. They have agreed to admit to 
each other's markets up to 10,000 duty-free 
vehicles next year, and to work for the re- 


moval of all ceilings by 1990. Another pro- 
tocol adds 350 foodstuffs to the duty-free list 
(though not, unfortunately, sugar). 

Is there any reason to think this will do 
any better than the 1986 agreement? The 
most recent event under that one was the 
successful blocking by Brazilian motor com- 
panies of a commitment to import, as from a 
year ago, 10,000 Argentine luxury cars. This 
time, though, things may be different. 
Thanks to their debt problems Latin Ameri- 
cans now see more clearly the virtues of ex- 
porting than they did in their import sub- 
stitution days. 

Not that the freetrade idea has 
squashed mercantilist instincts. Brazil has 
acquired a reputation as a regional bully, 
forcing its goods on the neighbours, de- 
manding prompt payment of debts, yet al- 
ways unwilling to buy. The Brazilian car in- 
dustry is inefficient, but big and subsidised, 
so Argentina's car-makers fear it. Yet last 
year, on bilateral trade worth almost $2 bil- 
lion, Argentina had a surplus of more than 
$500m; so Brazil’s protectionists were 
screaming to keep out Argentinian goods. 

Even so, a bilateral deal seemed politi- 
cally attractive, especially to Brazil. That is 
its main virtue. Since Mr Collor came into 
office he has promised to scrap the 40-year- 
old policy of import substitution that has 
kept Brazilian business behind the times. 
His liberalisation is a global policy, but it 
may be more saleable if he portrays it as let- 
ting the neighbours in first. 
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Miss Zelia Cardoso de Mello, Brazil's 
economy minister, has left no doubt of her 
own commitment to multilateral trade 
liberalisation, and President Bush certainly 
helped when, on June 27th, he launched his 
"Enterprise for the Americas Initiative". He 
indicated that his government would forgive 
some of the debts it is owed by Latin Ameri- 
cans, and promised to foster new invest- 
ment as they liberalised their trade and their 
economies. Even if they do not grasp the en- 
tire message, the Argentines see the merits 
of a trading zone from Alaska to Cape Horn 
too big for Brazil to dominate. 

Brazil is already opening its frontiers, as 
Mr Collor seeks to jolt local businessmen 
out of lethargy and into competition. Most 
non-tariff restrictions have already been 
scrapped; the average level of tariffs is ex- 
pected to fall to 20% by 1994, with cars, cap- 
ital goods and textiles being freed first. The 
government promises to revoke legislati 
on computer imports, intellectual-propeNil 
rights and patent protection, which had 
generated a low-level trade war with the 
United States. As a first reward, America re- 
moved Brazil from its list of unfair traders. 

Argentine businessmen, dizzy with the 
blows of recent economic misfortune, seem 
ready to accept anything Mr Menem says is 
good for them. Their Brazilian counterparts 
praise the changes in public, while 
mobilising privately to slow them down. But 
Uruguay's new free-market president, Mr 
Luis Lacalle, leaped to welcome the Bush ini- 
tiative and insists that his country must be 
in on the deal between its big neighbours. 
Paraguay has low tariffs anyway, and Chile's 
democratic rulers are keen tariff-cutters. 
The vision that is opening the United 
States-Canada border, and that has spread 
to Mr Carlos Salinas's Mexico, has shifted 


southwards fast. 





Hostages in Lebanon L. 


Luck of the Irish 


OR several days the Gulfstream jet stood 

on the tarmac at Dublin airport, wait- 
ing to fly Ireland's foreign minister, Mr 
Gerry Collins, to Damascus. There he 
would collect Mr Brian Keenan, who has 
been a hostage in Beirut since April 1986. In 
Damascus, journalists waited for the first re- 
lease of a western hostage since two Ameri- 
cans, Mr Robert Polhill and Mr Frank Reed, 
were freed at the end of April. 

On July 7th the Iranian news agency re- 
ported that a hostage, “probably a west- 
erner", would be freed within days. Two 
days later, reports from Beirut said the kid- 
nappers had contacted the Syrian army to 
make the necessary arrangements. Syrian 
sources hinted that the man to be freed 
would be Mr Keenan, a 40-year-old teacher 
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who holds dual Irish-British citizenship. On 
July 11th the Syrian foreign minister, Mr 
Farouq al Shara, dampened hopes by saying 
that a series of Israeli air raids on Hezbollah 
bases in southern Lebanon, which killed at 
least 17 people, had “undermined” efforts 
to release Mr Keenan. Hopes rose again 
when Mr Mohamed Yezbek, a senior mem- 
ber of Hezbollah, called for the release of all 
15 western hostages still held in Lebanon. 

Mr Keenan's release may be a way for 
Iran's President Ali Akbar Rafsanjani to 
thank the West for the aid it sent after last 
month's terrible earthquake. As an Ulster- 
man who had nevertheless chosen an Irish 
passport, Mr Keenan looked like the perfect 
beneficiary of the gesture. 

For many months the Irish government 
has been telling Iran, Syria and Hezbollah 
that it is a neutral country in the Middle 
Eastern snake pit. In May, during Ireland's 
ix-month term as president of the Euro- 
n Community, the Irish prime minister 
met an Iranian delegation visiting Dublin 
for talks with the Ec. Last month a group of 
Irish parliamentarians visited Iran, where 
they condemned the imprisonment of hun- 
dreds of Lebanese Muslims by Israel's militia 
allies in southern Lebanon. Some of the first 
western aid to reach Iran after the earth- 
quake was Irish medical supplies worth 
more than $180,000. Ireland recently up- 
graded its diplomatic presence in Tehran. 

President Rafsanjani is anxious to end 
the hostage issue, which blocks his hopes of 
economic help from the West. The western 
goodwill shown to Iran after the earthquake 
seems to have helped him override the ob- 
jections of sterner colleagues and press for 
another release. But when it comes to free- 
ing bigger fish, such as the Archbishop of 
Canterbury's special envoy, Mr Terry 
Waite, or the six remaining Americans, the 
hostage-takers will, no doubt, demand hefty 
| MD The worst recent news for the hos- 

tages was that the man believed responsible 
for the abduction of several westerners, Mr 
Imad Mugniyeh, the head of Islamic Jihad, 
has split with Mr Rafsanjani. Iran's presi- 
dent strikes him as too moderate. 








Western Sahara 


One last colony 


N Namibia got its independence 
last March, the Western Sahara be- 
came the final item on the once-long agenda 
of the United Nations' decolonisation com- 
mittee. Before he leaves office next year, the 
UN secretary-general, Mr Javier Perez de 
Cuellar, would like to end the bitter little 
war between the independence-seeking 
Polisario Front and Morocco, which took 
over the former Spanish colony in 1976. 
Nearly two years ago both sides gave 
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ATLANTIC 
OCEAN 


their acceptance, in principle, to a UN peace 
plan. It calls for a ceasefire, an exchange of 
prisoners-of-war, and a referendum to de- 
cide the territory's future. Yet little progress 
was made at the latest round of indirect 
peace talks, which ended in Geneva on July 
Oth. Mr Perez de Cuellar himself attended, 
hoping to coax the Moroccans into direct 
negotiations with Polisario. But Morocco’s 
foreign minister, Mr Abdelatif Filali, refused 
to budge. 

The two sides have agreed on the ques- 
tion to be put in the referendum (“Do you 
want independence or integration with Mo- 
rocco?"). They have agreed on who should 
be allowed to vote (those listed in a 1974 
Spanish census). They do not agree about 
what should happen to the 100,000 Moroc- 
can soldiers, thousands of Moroccan admin- 
istrators and tens of thousands of Moroccan 
settlers in Western Sahara when the cam- 
paigning and voting take place. Morocco of- 
fers to restrict its people to their barracks, 
offices and homes during this period. The 
Polisario insists that most of the Moroccans, 
including the settlers, withdraw beforehand. 

Under the peace plan, the UN gets the 
job of running the referendum. The elector- 
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ate will be tiny (only 74,000 names appeared 
in the 1974 census) but putting faces to the 
names may be difficult. 

When Morocco seized Western Sahara, 
thousands of its inhabitants, most of them 
nomadic herders, fled east to refugee cam 
near the Algerian town of Tindouf (see 
map). Others stayed in areas under Moroc- 
can control, congregating for the most part 
in the towns of Layoun, Smara and 
For years the two groups have been sepa- 
rated by 1,500 miles of sand-walls built by 
the Moroccan army to keep Polisario at bay. 
Morocco claims that many people in the 
Tindouf camps are not Sahrawis at all, but 
from Mali or Niger, and that a large number 
of Polisario leaders are ineligible to vote be- 
cause their names are not in the census. 

The opportunities for fraud are clearly 
enormous. Last month 38 blue-robed tribal 
elders, 19 from Layoun (under Moroccan 
control) and 19 from Tindouf (under 
Polisario control), met in Geneva to exam- 
ine the census rolls. All the elders were sup- 
posedly former members of a tribal council, 
or djemaa, which existed under Spanish 
rule. The meeting nearly ended in disaster 
when Polisario officials claimed that one of 
the Layoun “chiefs” was, in fact, an official 
from the Moroccan interior ministry. It 
took two days of wrangling to come up with 
a compromise that allowed a Polisario offi- 


cial to sit with the Tindouf chiefs. 





Canada 


Look, no glue 


FROM OUR CANADA CORRESPONDENT OTTAWA 


T IS going to be a vigorous summer for 

Canada’s politicians. Instead of slipping 
away to their fishing cabins in New Bruns- 
wick or their cottages on the Georgian Bay, 
they are picking up thé pieces scattered 
when the Meech Lake constitutional accord 
broke down last month. 

The busiest man is likely to be the new 
leader of the federal Liberals, Mr Jean Chré- 
tien. This is odd, because he recently ad- 
vised Canadians exhausted by the argument 
over Quebec's place in the confederation to 
relax for a month and enjoy the Re 
But two recent polls have summoned him 
action. One shows that 6296 of Queens 
want to move to a form of separation 
(though most of them wish to keep some 
links with a truncated Canada). The other 
gives Mr Chrétien, who is a native Quebeck- 
er, a favourable rating of only 3696 in his 
home province, compared with 6296 for its 
Liberal premier, Mr Robert Bourassa. 

Mr Bourassa has angrily denounced 
other Liberals (Newfoundland's premier, 
Mr Clyde Wells, and Canada's former prime 
minister, Mr Pierre Trudeau) for wrecking 
the Meech Lake agreement. But he has also 
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Chrétien's by-election headache 


— contrived a long cooling-off period in his 


own province, by setting up a non-partisan 
commission to redefine, by next March, 
Quebec’s relationship with the rest of Cana- 
da. He won the support of the opposition 
Parti Québecois by naming Mr Lucien Bou- 
chard, who returned from the federal cabi- 
net to the separatist fold in May, as the first 
commissioner. 

Mr Chrétien’s job is more urgent. His 
self-portrayal as the hometown boy (le petit 
gars de Shawinigan) is mocked by Quebec 
intellectuals, who point to his Toronto law 
firm and his Ottawa mansion. A few months 
of campaigning in Quebec may improve his 
standing. But, in the meantime, his Liberals 
need to do passably well in a by-election in 
the Montreal working-class constitutency of 
Laurier-Ste-Marie. The previous Liberal 
member held it comfortably, thanks to his 
personal popularity. Since the Conservative 
and New Democratic party candidates are 
both avowed separatists, the contest should 
make a telling test of Quebec opinion. 

Unlike Mr Chrétien, the prime minis- 
ter, Mr Brian Mulroney, is oddly inactive, 
apparently determined to avoid doing any- 
thing tha 
Quebeckers defecting from his Conserva- 
tive ranks in parliament. That may be why 
he accepted a separatist as the Conserva- 
tives' by-election candidate, and let a parlia- 
mentary bill authorising C$2.7 billion ($2.3 
billion) in grants and loan guarantees for the 
Hibernia oil development project be delayed 
beyond the summer recess. 

Some Newfoundland contractors fear 
the project off their coast is being strangled: 
Mr Mulroney's revenge on the island prov- 
ince for its failure to ratify Meech Lake. A 
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t might increase the number of 


likelier explanation for the delayed 
vote is that the prime minister expect- 
ed a revolt from the Quebec caucus in 
parliament. His trade minister, Mr 
John Crosbie, a Newfoundlander 
himself, explained it simply: “You 
can t rub salt in people's wounds." 

Several provincial premiers are 
rushing into the vacuum left by Mr 
Mulroney. The Saskatchewan pre- 
mier, Mr Grant Devine, has invited 
his three western colleagues to meet 
on July 26th and draw up their own 
agenda for future constitutional talks. 
The ten premiers are due to hold 
their annual conference in Winnipeg 
in mid-August, and Canada's Indian 
leaders have timed their next meeting 
for the same week and place, the bet- 
ter to press their claims of treaty 
rights. But the man worth watching is 
Ontario's Liberal premier, Mr David 
Peterson, busy visiting other powerful 
colleagues in Quebec and Alberta. 

As he laments the weakness of 
the federal government and the rise 
of intolerance and parochialism in 
Canada, Mr Peterson is using Ontar- 
io's wealth to bind the country together. In 
Alberta he spoke of helping to finance a 
large tar-sands project dropped by the feder- 
al government. Until that government—ei- 
ther Mr Mulroney's or a successor's—recov- 
ers some strength, the provinces may have 
to be Canada's gluepot. 





Kenya 
Lion's den 


FROM OUR EAST AFRICA CORRESPONDENT 


Wi at least 28 dead in four full days 
of rioting in at least six towns, Kenya 
joins the list of African states where single- 
party rule is under siege. The president, Mr 
Daniel arap Moi, blames “hooligans and 
drug addicts". The more likely cause is frus- 
tration with his ruling party and the misgov- 
ernment it has institutionalised. 

The violence spread from a political 
rally the government had tried to prevent. 
At a meeting ground on July 7th in Nairobi, 
the capital, several hundred people demon- 
strated in favour of permitting multiple po- 
litical parties. They spotted a plainclothes 
police officer in their midst and threw 
stones at him, then commandeered a bus. 
Uniformed policemen on the edge of the 
grounds responded with gunfire and tear 
gas. Thousands of onlookers from sur- 
rounding slums replied with stones and a 
looting spree. More police and riot troops 
were called in. 

That was Saturday. By Monday the riot- 
ing had reached other towns. Even after se- 
curity forces restored calm on Tuesday, scat- 
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tered fighting continued. A lot of people 
seemed angry—the result of maladroit 
moves by a government rendered tone-deaf 
by isolation and arrogance. 

All year long Kenyan public figures, no- 
tably clergymen, have been saying that Afri- 
can states should heed the lessons of Eastern 
Europe and opt for multi-party democracy. 
In early May two former cabinet ministers, 
Mr Kenneth Matiba and Mr Charles Rubia, 
issued a statement that Kenya needed an ef- 
fective opposition. The many lawyers dis- 
tressed by the 1982 law that outlawed oppo- 
sition began to speak up. 

At a series of stage-managed rallies 
around the country, Mr Moi pronounced 
himself satisfied that Kenyans were behind 
him save for a few selfish agitators. Saying he 
would be president for ten years or more, he 
promised to hunt down opponents "like 
rats". The United States, a main provider of 
aid, was singled out for special criticis 
when its ambassador in Nairobi, Mr Smi 
Hempstone, said that his country’s policy 
would favour countries that practised multi- 
party politics. Two incidents that should 
have been small came to loom large. 

In Nairobi, city workers cleared the 
Muoroto slum of squatters in a day-long 
pitched battle. A prominent clergyman said 
eight people died. The government insisted 
nobody did. Back streets soon saw brisk 
sales of an anonymous music cassette la- 
menting the clearance and the plight of the 
poor, and proposing multiple parties as a so- 
lution. Shortly afterwards a minister or- 
dered a shopkeeper to take down a portrait 
of Jomo Kenyatta, Kenya’s first president 
and a genuine national hero, from its place 
alongside Mr Moi’s official portrait. Amaz- 
ingly, Mr Moi backed the minister's order, 
inflaming sentiment among the Kikuyu— 
Kenyatta's tribe, and Kenya's largest and 
best educated. Tapes of Kenyatta's speeches 
began to sell again. 

Muoroto, the Kenyatta affair, and th 
president's stiff refusal to countenance de- 
bate on political pluralism loosened 
tongues. The list of complaints is long: that 
Mr Moi's small Kalenjin tribe has cornered 
government jobs (an overstatement, al- 
though it can help to be Kalenjin); that local 
administrators routinely extract "voluntary 
donations" from the poor; that the ruling 
Kenya African National Union (KANU) rigs 
up unanimous shows of approval at local 
meetings; that the government has routinely 
told lies. 

Claiming, absurdly, that multi-party ad- 
vocates planned to discredit the govern- 
ment by hiring gunmen to fire on the crowd 
at the July 7th rally, President Moi banned 
the meeting. Messrs Matiba and Rubia, pru- 
dently legalistic men (and, as it happens, Ki- 
kuyus), asked people not to attend. That was 
their last public statement. Next day 
plainclothes agents hustled Mr Matiba from 
his office (and beat up his wife and family), 
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' Mengistu of Ethiopia, he has got three 
-rebel armies at his throat. — 


It is tempting to think that this is hap- 
pening because Eastern Europe’s demo- 


. cratic revolutions have set an example 


that African authoritarians cannot defy. 
There is probably something in that. But _ 
the example would not have produced so 
vigorous a response in Africa had not so 
many of that continent’s leaders been 


running their countries so long, and so 
. unsuccessfully. Persistence in failure isa. ^^ 
-~ goes on getting worse: food imports have 
recently been growing by 7% a year. The 
- OAU is pe split on economic policy. 
' More than half its members are commit- 


dangerous thing. The result is that some- 
thing like a dozen.of the OAU's 51 mém- - 


. ber-states could find themselves ‘with new 


leaders within a year. ; 
In the circumstances, it was to the 

summiteers credit that they were pre- 

pared to discuss the political issue at all. 


They, did, albeit blurrily. The final dec- 


laration, on July 


eties’ and consolidate democratic 
institutions in ouf countries". This seems 
to admit that Kenyans,. Zambians, 
Zaireans and the rest are less than per- 
fectly provided with the freedom the oau 
rightly demands for black South Africans. 
Yet most of the men in Addis Ababa, it 
was clear, remain reluctant democrats. 
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. leaders to adapt to the changes they saw 
taking place around them. That implies a 


death of apartheid in South Africa. Since 


. lobbyon things like debt-relief, have been 


. members’ chronic reluctarice to pay their 
cal reform, the OAU's biggest challenge is 
. No progress has been made towards the 


creation of an African common market, 


which the “Lagos Plan of Action” in 1980 
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challenge to Mr Moi's. 
| plumbed a wellspring of vague 
- discontent. With at least 1 ,000 arrested, Mr 
Moi called the riots the work of a few dis- | 
 gruntled elements. He seems intent on hold- ` 
ing on to power regardless of the cost. 





































nian secretary-general of s QAU (and a 
product of ex-President Julius Nyerere's 
one-party state), urged the assembled 


re-examination of Africa’s almost univer- 
sal one-party system. But President Rob- 
ert Mugabe of Zimbabwe maintained that- 
in Africa one-party states work better 
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than multi-party democracy. While he ut- 


tered this dogma, Mr Moi was busy apply- 
ing it in Kenya. 


— After apartheid 


The OAU's other problem is the likely | 


its creation in 1963, this fragile organisa- 
tion has been held together largely by its 
members’ shared anger about South Af- 
rica. That, and its ability to act as Africa's 


just enough to enable it to survive its dis- 
agreements over such matters as the West- 
ern Sahara, the Chad-Libya war, the quar- 
rel between Ethiopia and Somalia about 
the Ogaden. It also suffers from some 


fees: arrears now total more than $30m. 
Apart from the new pressure for politi- 
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to show that it is serious about regional 
economic co-operation. More than 200 

organisations have been created to serve | 

that end. Virtually none of them works. | 
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promised for the end of the century., 
. By and large, the continent's economy 


ted, some of them reluctantly, to the mar- 
ket-freeing reforms demanded by the 
"World Bank and the International Mone- 
tary Fund. The others are still resisting 
economic discipline. 

This week's summit meeting insisted 
that its members should be free to choose | 
their own political systems. The trouble is ` 
that, as Eastern Europe discovered, eco- ~ 
nomic pluralism, cannot be separated; | 
from political pluralism. Africa's old trou- 
bles and its new are part of the same thing; 
and the evidence from Addis Ababa this 
week is that too-many of Africa's leaders 
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The Albanian exodus 


T IS a sure sign of trouble when a coun- 
trys entire national football squad is 
caught shoplifting at a duty-free shop. That 
happened to Albania's team at London's 
Heathrow airport in May. Sure enough, be- 
fore long thousands of Albanians were es- 
caping to the West, via the embassies in 
eir capital, Tirana. And no wonder. Alba- 
ó: is the drabbest, most repressive country 
n Europe, and a growing number of Albani- 
ans have no illusions left about it. 

The 5,000 or so Albanians who this 
month flocked to embassies in Tirana are 
being allowed to leave the country. A first 
batch of 51 flew to Prague on July 10th. 
Most of the rest were expected to leave by 
boat by the end of the week. The great es- 
cape is over for now—the Albanian security 
services have blocked access to embassies— 
but the great upheaval will surely go on. For 
Albania has entered the virtuous cycle that 
has become familiar in Eastern Europe: pres- 
sure for change brings a few concessions, 
which in turn create more pressure for 
change, which elicits fresh concessions, and 
so on until the old system cracks. 

The original pressure for change comes 
from economic misery (a result of years of 
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All spruced up and ready for the West 
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go-it-alone Stalinism) and a rapidly growing 
population (partly a result of a ban on con- 
traception). Half of Albania's 3.2m people 
are under 30. Although the state officially 
guarantees everyone a job, unemployment is 
high, especially among young people in 
towns. During working hours, groups of 
youths drift aimlessly around the back 
streets, where petty crime—stealing bicy- 
cles, for example—is common. 

Mr Ramiz Alia, the country's leader, be- 
gan—oh-so-cautiously—to relax the rigid 
isolationism of his predecessor, Enver 
Hoxha, who ruled Albania for more than 40 
years until his death in 1985. Diplomatic re- 
lations were opened with several countries, 
including West Germany. Mr Alia tried to 
make life a little pleasanter—by allowing an 
occasional rock concert, importing cheap 
Italian cosmetics, no longer confiscating 
jeans sent by relatives abroad, even letting 
Albanians sell their jewellery to the central 
bank in return for dollars to be spent at the 
hard-currency shop in Tirana. More impor- 
tant, there was a more relaxed attitude to 
watching foreign television—in Hoxha’s 
day, an offence punishable by prison. 

Albanians can now see what they are 
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missing. Almost every family has a black- 
and-white television set. (Last week's joke in 
Tirana: the real reason that people rushed 
into the foreign embassies was to make sure 
they could see the World Cup Final in col- 
our.) In the south they watch Greek televi- 
sion and the Eurosport channel; in central 
Albania they receive RAI from Italy; in the 
north Yugoslav television. In Tirana, rows 
of home-made Tv aerials, in which bent 
kitchen forks feature prominently, point to- 
wards the Adriatic. The West German em- 
bassy was the most popular refuge this 
month, with 3,200 asylum-seekers, because 
many Albanians saw television film of East 
Germans flooding into the West German 
embassy in Prague last year. 

Mr Alia's mild relaxation merely made 
people more restive. So he went further. In 
May he announced that Albania wanted to 
resume contacts with the superpowers, and 
that it would like to end its boycott of the 
Conference on Security and Co-operation 
in Europe. He also promised Albanians 
more political and religious freedom, and 
more travel abroad. 

Far from thanking him, Albanians felt 
frustrated that the promises were being car- 
ried out too slowly. There have been reports 
of demonstrations and strikes; last week 
workers staged a sit-in at the big Stalin 
leather-processing factory in Tirana. And 
there was the rush to the embassies (which 
actually began as a trickle three months 
ago). Most of the asylum-seekers, according 
to western diplomats, are not political dissi- 
dents but economic refugees, in search of 
the better life seen on foreign television. 

What happens next? Albania has no 
organised opposition to channel discontent. 
There have been rumours that the borders 
might be opened for three or four days so 
that anyone who wants to can leave. Not 
only would that mean.that Albania would 
lose more of its most energetic people. It 
would also mean thousands of refugees 
pouring into Greece—the ethnic Greek mi- 
nority in Albania is estimated to be at least 
300,000—and into Yugoslavia, where ten- 
sion between the local Albanians and Serbs 
is already near breaking-point. 

Mr Alia's response so far has been to 
shuffle his Politburo and government. Bet- 
ter, he has started to sound more like Mr 
Mikhail Gorbachev. He told top party com- 
rades on July 6th that he supported "the fur- 
ther democratisation of the country", and 
that "the road of the changes on which we 
have embarked is irreversible." As in Mr 
Gorbachev's case, though, few of his coun- 
trymen put much faith in what he says. 
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BENIGN infection is spreading 
-A M. across Europe from west to east. It is 
| called democracy. The virus is now every- 


‘south and east you go the less likely you 
are to find the full-blown version. 


‘to the solidity of their democracy (best 
grades go to countries that have free elec- 
ions and the rule of law). All of Western 
Europe gets top marks. So does East Ger- 
many; we reckon its democracy is under- 
iritten by West Germany. 

"Next come Czechoslovakia and Hun- 
gary, now admirably democratic, though 
hey still have to prove that there is no 
hance of a relapse (ditto Turkey). Po- 
and, having led Eastern Europe s charge 
o freedom, finds itself 
hrough no real fault of its 
“own a notch behind, in the 
"company of Slovenia and 
Croatia, two liberal Yugo- 
:slav republics that have 
eld multi-party elections. 
“Poland was first to have a 
non-communist govern- 
ment, but it has yet to have 
‘a fully free general election. 
The Poles increasingly feel 
. it is time to catch up. The 
communist defence and in-  ~ 
terior ministers have just 
. been removed in a cabinet 
‘reshuffle, as have some 
Other ministers from ‘the 
communists’ former puppet - 
parties. This will place a 
strain on the Solidarity-led - 
‘coalition. An early (free) 
lection looks likely. 

^ We have serious doubts 
bout the full fairness of the 





munist Bars Eod bi in an atmo- 
here of conservative triumphalism, looks 
» ending in  victory—-of. -sorts—for 
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to impose - 


er party boss in the Ukraine. 


wanted to turn the party into pde: main 


here but, as our map shows, the farther 


We have graded countries according - 
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ail M raus The ci eecied of : Mr 


ticbey s deputy will be hisown compro- 
candidate, Mr: Vladimir Ivashko, the 


Yet, before the congress, Mr. Gorbachev 


recent elections in Romania and Bul 
garia, and about the behaviour of their 
new rulers. So we have put them in the 


next category down, along with the three 


Baltic republics of the Soviet Union 
(which have democratically electéd par- 
liaments, but remain vulnerable to the 
Kremlin's whim). Just behind come the 
rest of the Soviet Union and the rest of 
Yugoslavia—still stiflingly Communist, 
with less-than-free elections and still-ar- 
bitrary rule—though both places are 
pluralising like crazy. | 
Albania remains in a Stalinist class of © 
its own. But even there people are catch- 
ing the democratic bug. The strain is so 
virulent in Europe that maybe everybody 
will succumb i in n the end. 


Black Sea 


force for reform. By the time it opened, he 


realised that the best he could do was to cur- 


tactical victories that do not lead far. 
What he was doing is revealed most 


clearly i in the changes to the party's three. 
top decision-making authorities: the general . 
secretary, | the Politburo and the Central - 
ittee. Hitherto, the general secretary 







has. jeen "selected" by the Central Commit- 


or id ct from the: smaller Politburo). 
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Nikolai Ryzhkov, 


tee, t + top 300 or so apparatchiks (though - 
j in reality the Central Committee has usually 


thet past: Edu was sb ise 
political power, its. 
tories, the KGB and the arme 

mass membership, now standing at nearly. 


lected die driüitul ércietaty directly. E 
| rank-and-file members are usually less © 
tidteeand than their higher-ups, this 
helped Mr Gorbachev at least to tone down 






that the party, deadl. 6 Or- 
bachev leader by a margin wol four to one. 
In the past the Central Committee, 
which selected the leader, also depended 
upon him for their jobs. This circular flow of 
power meant that the Central Committee 


. was reluctant to sack a leader, except in ex- 


tremis. The party congress may not be so re- 
strained, but nor should it be so easily 
manipulated by small cabals wishing to turf 
out the leader. That should give Mr Gorba- 
chev more freedom to pursue his other job, 

as state president, without D look- | 
ing over his shoulder. | 

This increase in the adds ái. the 
president is enhanced by the changes in the 
Politburo. It used to be the real power-cen-- 
tre of the Soviet Union, the equivalent of 
the cabinet in other countries. Like the gen- 
eral secretary, it was "selected" by the Cen- 
tral Committee. Mr Gorbachev originall 
proposed to abolish it altogether and ri 
place it with a praesidium of about 40 peo- 
ple. This was rejected, but he persuaded the 
congress to enlarge the Politburo from 12 
full members to at least 23, including ex 
officio the general secretary, his deputy, and 
the party leaders of each of the 15 republics. 
According to the leader of the Georgian 
party, the Politburo is likely to meet only 
once a month, too infrequently to meddle in 
routine decisions. 

The party is sidelined in other ways, too. 
Although Mr Gorbachev is to remain state 
president and party leader, all but one of the 
members of the old Politburo who also hold 
top state or government posts chose to con- 
tinue in these rather than in their party 
ones. So the new Politburo will contain at 
most one or two ministers. What is more, all 
this leaves the traditional power base of the 
apparatchiks, the Central Committee, 
stranded. It no longer elects the party leader, 
or the Politburo. All it can do is meet onc: 
or twice a year and pass resolutions. _ 

The real decisions are increasingly being 









made either by presidential decree, or by 
resolutions of the national or Russian, 
. Georgian and other republican parliaments. 
. Or out on the streets. A one-day protest 
tail its power to interfere. He did that, but it . 
may prove to be yet another of his brilliant : . 


strike by coal miners on July 11th shows that 
this form of popular revolt is.growing. And 


. unlike last year’s spontaneous eruption of 
_ worker discontent, it was well organised and 
entirely political. Its aim was.to secure the 


tion of the prime minister, Mr 
hose position in the face 
of deepening. econ mic. disaster and failed 
reform $t ; 
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comrades no longer have to ask 
permission to leave). Its monop- 
oly of power has already gone. 
Now the congress has taken an- 
other step towards a multi-party 
system by giving broad permis- 
sion to Communist parties in 
the republics to adopt their own 
policies to suit local circum- 
stances. Mr Gorbachev argues 
that "federalisation" of the party 
will strengthen it. It is just as 
likely to lead to its disintegra- 
tion. 

Although the party will sup- 
posedly continue to organise in 
factories, the army and KGB, the 
congress also said other parties 





addidi comrades, 





learning about freedom 





should have the right to organise 
there, too. This is a Trojan 
horse. All over the country, fac- 
tories are busily closing down 
the party cells. 

Yet Mr Gorbachev has tied 
himself to the mast of the ship 
that he is so busily, and splen- 
didly, trying to sink. Not only 
can the retrograde party inter- 
fere with his reform plans at the 
national and local levels: he is 
head of the organisation that is 
trying to do it. This may yet 
prove to be the most audacious 
of his assaults on Soviet commu- 
nism. If so, even Machiavelli 
would be impressed. 





Germany | 
éne nation, one 
vote? 


FROM OUR BONN CORRESPONDENT 


Wis only five months to go to the all- 
German election in December, par- 
ties in both Germanies are scrapping over 
the rules of the vote. A lot is at stake. The 
outcome will settle the schedule for formal 
German union and influence the shape of 
the next parliament and government. 

The Social Democrats, in opposition in 
Bonn but part of the coalition government 
in East Germany, take what looks like a 
straightforward approach. They demand 
that the whole of Germany be treated as a 
single election area with a single set of voting 
rules, That would include the “5% rule" al- 
ready used in West Germany, under which 
parties must win 5% of the vote to get seats. 

Not fair, chorus the conservative par- 
UR including the Christian Democrats in 
the West under Mr Helmut Kohl and their 
counterpart in the East under Mr Lothar de 
Maiziére. They point to several influential 
little parties that exist only in East Ger- 
many. To win 5% of an all-German vote, 
these would have to score a virtually impos- 
sible 23% on their home territory. So the 
conservatives propose that East and West 
Germany be treated as separate election ar- 
eas, each with a 5% hurdle, but voting on 
the same day (probably December 2nd). 
The corollary of the Social Democrats’ 
scheme is that East Germany would actually 
join the Federal Republic before the Decem- 
ber election. Under the conservatives’ plan, 
the East would state beforehand that it 
aimed to join, but do so only after the 
vote—even if only a few hours afterwards. 
Behind the high motives expressed on 
both sides there is hard calculation. One of 
the small parties bound to be blotted out un- 
der the Social Democrats’ plan is the conser- 
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vative German Social Union, which won 
only 6.3% of the votes in the East German 
election in March. This pygmy is the eastern 
ally of the Bavarian Christian Social Union, 
which forms part of Mr Kohl’s centre-right 
coalition in Bonn. So Mr Kohl has agreed 
with Mr Theo Waigel, the Bavarian party's 
leader, to help the German Social Union 
survive in parliament, even though he does 
not like its ultra-conservatism. 

If the conservatives’ scheme prevails, 
would it not also help small East German 
leftist parties get into parliament? It would, 
but that does not bother Mr Kohl as much 
as you might think. By keeping alive these 
parties’ hopes, he aims to keep the left split 
and thus weaken the Social Democrats. The 
ironic side-effect of the conservative wheeze 
is that it would almost certainly ensure seats 
for the Party of Democratic Socialism, the 
successor to the East German communist 
party, which collected 16.3% of the votes in 
the March election. 

That prospect revolts Count Otto 
Lambsdorff, chairman of the liberal Free 
Democrats, the junior partner in Mr Kohl's 
coalition. It is one reason why he has put his 
party firmly on the side of the Social Demo- 
crats on the election-rules issue. He is in any 
case confident that his liberals will clear 5% 
in an all-German poll; and he doubtless feels 
it will do no harm to emphasise as election 
day approaches that the Free Democrats, for 
all their loyalty to the coalition, continue to 
have minds of their own. 

Although time is not on their side, the 
(West German) Social Democrats have 
threatened to appeal to the federal constitu- 
tional court, the highest in the land, if their 
approach is not adopted. Small wonder. In 
Germany’s finely balanced politics, fractions 
of a percentage point can spell the difference 
between government and the opposition 
benches. And although Mr Kohl, now at the 
height of his eight years of power, is raring 
to be chancellor of a united Germany, he is 
still not home and dry. 

—Ó Se ae a | et (ng a a a. S «€ 


NATO summit 
An alliance for all 
seasons 


T THEIR summit in London on July 5th 
and 6th, NATO's heads of government 
had three main goals. The first was to reas- 
sure the Soviet Union and its allies in the 
Warsaw pact that NATO means them no 
harm. The second was to demonstrate to 
their own citizens that they are changing 
with the times (and that there will be a 
"peace dividend” some day). The third was 
to do all of this without ruining the alli- 
ance's ability to respond to a danger from 
the east (which, although much smaller than 
it was a few years ago, still exists, and could 
get bigger again) or perhaps from some- 
where else. It was a tall order. 

The summiteers produced a declaration 
which they hoped would be seen as a turn- 
ing-point in the history of the alliance. Al- 
though they all professed to be happy with 
all of it, the document was the product of 
many compromises. Some of the issues that 
were reduced to an agreed form of words 
may yet re-emerge to plague them. 

The centrepiece was an outline of a new 
strategy, both nuclear and conventional (the 
details are in the hands of a working group). 
Forward defence, one of the two main 
ments of the present strategy, is dead. NATO 
has tacitly given up the idea of massing 
forces on its new eastern border, the line be- 
tween Germany and Poland—even if it had 
enough men for the job after carrying out 
the cuts being discussed at the Vienna 
troop-reduction talks. 

Under the new strategy, the main con- 
ventional forces will consist of light screen- 
ing units close to what is now the border be- 
tween East and West Germany, backed up 
by heavier mobile formations based farther 
to the rear (perhaps corps-sized units each 
made up of divisions from several coun- 
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tries). The NATO force will be much smaller 


than it is now, and will rely even more 
heavily on reserves brought in from outside 
central Europe than it does today. It will also 
be a quieter force, holding fewer manoeu- 
vres. Once a treaty on conventional forces is 
signed, NATO will go ahead with negotia- 
tions on short-range nuclear weapons. It will 
offer to give up all its nuclear artillery shells, 
and presumably all its 88 Lance missile- 
launchers, if the Soviet Union gives up all of 
its equivalents. 

The nuclear bits of the formula were the 
most difficult to settle. Some countries 
would have been happy to offer up all the 
nuclear weapons in return for reciprocal So- 
viet cuts, as the Russians have repeatedly 
suggested. Others say some of these weap- 
ons remain necessary not merely because 
the Soviet Union will still have much the 
biggest army in Europe, but also because nu- 
clear weapons seem to deter war of any kind. 
The result was the lukewarm compromise of 
the declaration. 

Nuclear weapons now had a reduced 
role, it said. They would matter even less in 
the future, once all Soviet troops were with- 
drawn from Eastern Europe. And only an 
“appropriate mix” of conventional and nu- 
clear weapons would still be required. Mrs 
Margaret Thatcher and President Bush tried 
to harden these points up a bit. They 
emphasised that, although nuclear weapons 
were to be weapons of "last resort” (words 


Just checking 


| 
| 
Y THE account of all of the par- 
| ticipants, the NATO summit was 

a success. Well, time will tell. Here is a 

score-card to measure how effective 

the summit really turns out to be. 

1. Will President Gorbachev co- 
Operate and sign the treaty on con- 
ventional forces in Europe (CFE) in 
time for the grand conference sup- 

posed to bless it in November? 

2. Will he allow German unity to 
go ahead more or less on schedule, by 
around the end of this year? 

3. Will the NATO countries avoid 
the temptation to cut their conven- 
tional forces before a CFE treaty? 

4. Will the alliance’s emerging new 
| strategy make military sense and be 
| politically palatable? 
| 5. Will the alliance pluck up the 


courage to deploy the new nuclear 
weapons it needs in Germany while it 
is getting rid of its obsolete ones? 

6. Will NATO still be around in five 
years’ time with American troops sta- 

| tioned in Europe? 

Score one point for each Yes. Sub- 

tract ten if the final answer is No. 
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NATO has a new recipe 


that West Germany insisted on), there was 
no question of abandoning them entirely. 
Thus flexible response, the other main pillar 
of the present strategy, is retained: nuclear 
weapons can, if necessary, be used to defend 
Western Europe. To avoid embarrassing the 
West German chancellor, Mr Helmut Kohl, 
the meeting avoided the issue of where to 
base the short-range air-to-ground nuclear 
missiles now being developed. 

The talks on cutting conventional 
forces in Europe (CFE) were much on every- 
one’s mind. NATO wants a treaty to be 
signed this year, but Mr Mikhail Gorbachev 
may not wish to co-operate: he probably 
wants a treaty, but next year may serve his 
purposes as well as this. If he waits, some 
NATO countries may rush ahead with unilat- 
eral cuts that he would have to bargain for if 
he signed up now. 

So the declaration included a sweetener 
for CFE. Once a first treaty was signed (it will 
deal mainly with equipment, plus Soviet and 
American troop numbers), NATO would im- 
mediately start new talks aimed at setting 
manpower ceilings for the rest of the 23 CFE 
countries. A commitment would be given at 
the outset on the military manpower of a 
united Germany; this is what the Soviet 
Union wants most of all. Although the Ger- 
mans have long insisted that they must not 
be “singularised” within the alliance, they 
seem entirely happy with this bit of 
singularisation. 

To prove that the alliance is changing, 
the summit decided to invite Mr Gorbachev 
to address its next meeting, scheduled for 
next year. It proposed a joint declaration of 
peaceful intent with the members of the 





Warsaw pact. It also invited them to estab- 
lish a permanent diplomatic liaison with 
NATO, presumably in the form of ambassa- 
dors to the headquarters in Brussels. 

The summit showed that this is a time of 
armistice, when soldiers talk to each other 
across the lines—but also that NATO is not 
yet convinced armistice has become peace. 





Typical Tapie 


FROM OUR PARIS CORRESPONDENT 


WU his boxer's jaw and game-sho MI 
host grin, Mr Bernard Tapie does not 


fit everyone's idea of a crusader against rac- 
ism. Yet when this television personality, 
self-made businessman and pro-government 
deputy promised last month to cut the 
popularity of the far-right leader, Mr Jean- 
Marie Le Pen, from 15% to 10% in 18 
months, few people scoffed, least of all the 
prime minister and the president. 

Last year Mr Tapie—a supporter of 
President Mitterrand though not a Social- 
ist—won a parliamentary by-election in 
Marseilles, one of the Front’s strongholds. 
With the help of his new movement, Forum 
des Citoyens (a name with echoes of some of 
the new political movements in Eastern Eu- 
rope), his aim is to campaign in as many as 
he can of 400 or so “hot points” in and 
around France’s big cities where housing, 
schools and racial tension are worst and 
where support for Mr Le Pen is highest. 

Improve life in these places, runs the 
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theory, and that support will fall. Mr Le 
Pen's followers, pollsters say, are of two 
broad sorts: a core of committed far-right 
voters, and a less fixed group of mainly 
working-class voters convinced that none of 
the big parties listens to them. 

Talking a direct, popular language is Mr 
Tapie's knack. “Bastards” is his word for 
National Front supporters. Most French 
politicians have been trained since kinder- 
garten to split every question into three and 
to give two answers to each part. Mr Tapie, a 
worker's son, often sounds by contrast like a 
ya qua (pronounced yakka): one of those 
people with a simple answer for everything, 
so called because they are always saying, Il 
nyaqua... (All you have to dois. . .). 

Hype plays such a large part in Mr 
Tapie's world that it is easy to think this is 
all there is. He is not afraid of big promises. 
When he bought the Marseilles football 

Olympique, he said he would take it to 
U... first European Cup victory. He 
hasn't yet. But, with the help of expensive 
foreign purchases such as England's Chris 
Waddle and Yugoslavia's Dragan Stojkovic, 
OM is France's top team. The latest rumour 
is that Mr Tapie is angling for Franz 
Beckenbauer, the West German trainer. 

Feelings among Socialists about Mr 
Tapie are mixed. He has the support of both 
the prime minister and the president. “All 
efforts are good,” is a common line about 
Mr Tapie from members of the government. 
But he is uncomfortable competition for a 

ialist party in disarray. Even those will- 
ing to credit Mr Tapie for his good works 
wonder how much his real aim is not the 
promotion of Mr Tapie. Mr Pierre Mauroy, 
the party's first secretary, grumbles: "He's 
not my idea of beauty." 

Such criticism slides off the unpreten- 
tious Mr Tapie like fluff from a silk suit. He 
does not claim to have invented the “hot 
on idea. This came from the govern- 

ent and was already successfully under way 
when Mr Tapie climbed aboard. In business, 
he does not pretend to create new firms. He 
is a turnaround artist or, less politely, an as- 
set stripper, assisted by two of the best bank- 
ruptcy lawyers in France. 

His group currently controls La Vie 
Claire (health foods), Terraillon and Testut 
(bathroom scales) and Donnay (tennis rack- 
ets). Business has become harder for him 
lately. There are fewer easy "re- 
structurings'", as many companies have al- 
ready shed workers, and no quick profits 
from turning around failing firms. Mr 
Tapie, however, this week announced that 
he. was purchasing Adidas, the German 
sports-equipment firm (see page 78). Shares 
in his company, Bernard Tapie Finance, 
rocketed, until che Bourse suspended trad- 
ing, asking Mr Tapie to clarify how he was 
financing the purc 

Mr Tapie's energy and ambition seem 
boundless. His enthusiasts see him as presi- 
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dent of France one day. Ordinary politicians 
smile indulgently at the idea. Yet Mr Tapie 
disturbs them because he has a popular ap- 
peal they lack. He says that in 18 months’ 
time, having seen off Mr Le Pen, he will dis- 
band his Forum des Citoyens. Politicians on 
left and right will be watching keenly to see 
if he does. 





Bulgaria 


Tanks, Stanko 


FROM OUR CORRESPONDENT IN SOFIA 


OUR days before the ceremonial open- 

ing of Bulgaria's new parliament on July 
10th, the country's president, Mr Petar 
Mladenov, had to resign. How embarrass- 
ing. But also, in its way, how encouraging. 

Mr Mladenov' s mistake was an appar- 
ently off-the-cuff remark last December dur- 
ing an anti-government demonstration. Un- 
fortunately for him, the remark was 
captured on videotape. He appears to say to 
colleagues: "Shouldn't we bring the tanks 
in?" The tape was leaked to the main opposi- 
tion party, the Union of Democratic Forces 
(UDF), which duly screened it between the 
two rounds of last month's election. 

Slowly, people began to demand an ex- 
planation. Mr Mladenov, who was foreign 
minister for 17 years under the Zhivkov re- 
gime, lost his old diplomatic cool. First he 
claimed that he had said: "Shouldn't we 
bring Stanko in?”, referring to Mr Stanko 
Todorov, the speaker of parliament. Then 
he said the issue was irrelevant since no 
tanks had been brought in after all. Finally 
he said the tape was a fake. A commission of 
experts was put together and pronounced it 


genuine. When Mr Mladenov’s Socialist 
party—the renamed Communi 
to desert him, he resigned. 

Last November, with the rest of Eastern 
Europe coming to pieces, a cabal of top 
Communists, including Mr Mladenov, 
threw out the man who had long dominated 
Bulgaria, Mr Todor Zhivkov, and claimed to 
be setting the country on the road to re- 
form. The Communists became the Social- 


ists, but kept their hold on most oftheappa- 


ratus of power. In June's election the policy 
paid off. The renamed party won more than 
5096 of the vote and its leaders became East- 


ern Europe's only communists to retain - 


power more or less democratically. The old 
faces are still in high places. Yet the 
Mladenov affair shows that, in one sense, 


Bulgaria really has changed: it now has an 


opposition that counts. 

The UDF is a precarious collection of 16 
parties ranging from ecologists to C 
Democrats. It was stung by its failure to win 
the election. Why did it decide to show the 
Mladenov tape only after the first round of 
voting, when it was too late to change the 
result? Some say the opposition feared that 
the Socialists would retaliate with damaging 
revelations about some of the UDF’s leaders. 

The opposition’s leaders have so far re- 
fused all enticements from the Socialists to 
join the government. They say they do not 
want to be associated with its expected fail- 
ure to reform the economy. But the presi- 
dency, which will now be filled by parlia- 
ment, is another matter. With its man in the 
job, the opposition would win the authority 
it lacked during the election campaign. 

The most likely candidate is Mr Petar 
Dertliev. He is the leader of the Social Dem- 
ocrats, one of the largest parties in the UDF, 
and has the good name that comes from 
having spent a total of 21 years in jail for 
anti-communist, and before that anti-fascist, 
activities. The Socialists have been wooing 
the Social Democrats, partly out of a craving 
for respectability, but also because they 
would rather like to break up the fragile UDF 
coalition. Might the Socialists dangle the 
presidency as bait? The challenge for the 
UDF is to get its man made president without 
letting itself be split. 

The Socialists are also divided, between 
reformers and hardliners. Those around the 


prime minister, Mr Andrei Lukanov, are — 
acutely aware that, to win the next.election — 


in two years' time, the Socialists must be 
seen to be a new party, not just a Commu- 


nist retread. That is why Mr Mladenov had 


to go, and why anyone else proved to have a 
compromised past will be under pressure to 


follow him. The problem is that the small 
but unignorable group of students and intel- _ 


lectuals who have been demonstrating in 
Sofia for a month now have started to de- 


mand investigations into all prominent So- — 


cialists—including Mr Lukanov. 




















..FROM A FLY ON TEC CSCE WALL 


| A! LMOST everybody agrees 
i it has a glittering future, yet — 
: hardly anybody knows how it Ñ 
' Works. So far, the Conference z 
on: Security and Co-operation a 
in Europe (CSCE) is a "process" 
rather than an institution. The i 
35 countries involved have to reach agree- 
-ment by consensus rather than by putting 
things to a vote. In Copenhagen recently, 
the 35 achieved consensus on a 20-page 
harter of human rights. It took four 
eeks. Here’s how. 
The basis is an array of formal propos- 
als. (The Holy See rarely sponsors a pro- 
posal; the fathers sit and listen, smiling or 
owning as appropriate.) Someone sug- 
gests that informal working groups should 
study the proposals and identify the bits 
hat everyone can agree on. In Copenha- 
gen it was an inveterate human-rights 
campaigner, Mr Jiri Hajek (Czechoslo- 
vakia's foreign minister during the 1968 
< Prague Spring), who made the suggestion, 
. speaking on behalf of the Pentagonale 
. Caucus comprising Austria, Czechoslo- 
| vakia, Hungary, Italy and Yugoslavia. - 
— — By tradition, working groups have to 
-be chaired by neutrals, This time, the four 
"groups were led by Austria, Finland, Hun- 
| gary and Switzerland, 
with’ Austria's CSCE vet- 
eran Mr Helmut Türk 
primus inter pares by 
- tacit consent. The groups 
- try not to meet simulta- 
neously, so that one-man 
_ delegations like Liechten- 











DC dri is rud word by 

sor. These sessions are a blend of for- 
aality and relaxed discussion. Someone 
may make what seems an entirely reason- 
ible suggestion; mutters of approval skit- 
er around the table, only to be quashed 
by a stony-faced delegate' s “That i is not ac- 
eptable to my government." : 
"Thus a week passes. Before each. ses- 
ion, a group' s chairman (or “coordi 
“nator” in CSCE«peak) | may produce a 
: non-paper' '—a document having no sta- 
tus in the formal conference proceed- 
ings—distilling the main points of agree- 
ment from previous meetings. He will 
rave worked hard behind the scenes to 





their differences. Sponsors of essentially 
‘similar formal proposals, such as a couple 
on the abolition of capital punishment, 
may get together to o agree ona non-paper 


Peta erent uter 












. means that the proceed- t 
- ángs can: be in Englishin 
e the 


Ps the cia "ia e d 
English, French, Ger- 
Ta Italian, Spanis vand: , 


Seok” remains to the end — 





computer boffins at the 


| written notes, incompati- 
ble computer discs and 
persuade dissenting delegations to settle - 


bled into a single docu- 





B siibining their ideis. Elec- 

cx. tronic. messages whizz to and 

-. from Dublin, Sofia and Reykja- 

vik. “Try to "stick: to so-and-so, 

but don't block consensus be- 
Cause of it,” they may say. 

Bits of The Document begin 


oe AM iiie but all the work i is sili “i “in 


formal". 


This” usefully .. Hes d 


formal ‘sessions, i 















Ati is Friday, E one .. 


of the conference. "We'll - 
have to work over the sni! a tired 
co-ordinator tells his crestfallen group. 
The host country wants a draft document 
by Monday. On Saturday delegates roll up 
to the conference centre in a variety of 
dress—some in sweatshirts and jeans, oth- 
ers in their uniform of a dark suit and 
white shirt. Small delegations cover for 
each other at concurrent meetings, 
: strange alliances are 
forced into being by the 
circumstances. By. 5.30 
everyone . has had 
enough, and the co-ordi- 
nators look despairingly 
at their reams of notes. 
The four of them 
agree to meet the follow- 
ing morning to try to con- 
coct a draft acceptable to 


too early to hope for ev- 


| eryone’ s consent. Anyway, most Euro- 


pean foreign ministries are closed for the 


weekend, so delegates cannot extract con- 


cessions from their masters before 


Monday. 
Three. o'clock on Sunday S DIU 


| and the “gang of four", led by the indomi- 
: table Mr Türk, meet their 


"technical assistant" and 
his crew of typists and 


conference centre. A 
flurry of typescript, hand- 
dictaphone reels is pro- 
cessed and calmly assem- 


ment on the  boffin’s 
Macintosh. By 730 a 










most delegations. It is still 








h in the life of the Ei uropean process " v 


print-out is ready. Amendments and cor- 
rections are dictated, typed and checked. 
By 10.30 the co-ordinators are satisfied. 
Delegates find a 20-page draft in their pi- 
geon-holes on Monday morning. ` 


Reuters. is already heralding the birth | 


of a‘ ‘new democratic constitution for Eu- 
rope", but the task is not over. Delegates 
receive new instfuctions 
from their capitals; there 


tions in corners. “If you 
: can live with this, then we 
won't make a fuss about 
that." By Wednesday the 
co-ordinators have as- 
sembled hundreds more 
amendments, including a 
long list of polite sugges- 
tions from one of the An- 
glo-Saxon delegates 
aimed at improving the English. 

The day is spent incorporating the 
amendments that are not entirely con- 
tradictory—and even some that are—by 
masterful use of diplomatic language. The 
co-ordinators tell their unofficial editors 
that they are ready to present their drafts 
as formal proposals to the conference at 
Thursday’ $ plenary session. Can it be 
ready intime, in six different languages? 
Yes, say the translators and typists, if we 
work through the night. And they do. 

Mr Türk introduces it like a surgeon 
who has just delivered a healthy infant by 
Caesarean section. He demands adoption 
by consensus. The head of the Danish 
delegation, the day’ s chairman, proposes 

a "coffee-break"—a CSCE tradition, since 
ds plenary session cannot be adjourned 


- without departing from the agreed 


agenda. At the end of the coffee-break, 
three hours later, one delegation asks for a 
further two-hour break. The session re- 
sumes at four o'clock. The chairman in- 
vites comments from the floor—and nota 
"n hand is raised. 

“Am Ito understand that we ave con- 
sensus on this proposal?” he asks, be- 
mused. No one speaks, A minute later, he 

bangs his gavel and de- 

-clares the proposed Co- 
* penhagen Document on 

human rights adopted by 
consensus. History is 
made, in more ways than 
one. ` CSCE conferences 
. have often adopted docu- 
— ments behind schedule, 
0 by the. device of "stop- 
ping. the clock". 
never, till now, ahead c 
schedule. 2 





are muttered conversae 


But | 
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s as Ridley explosively 
ni auci n | 


monetary inion T 
3erman racket designed to 


|. view with the Spectator, he - 


had described EC commission . 


| . ers as reject politicians and the . “ 
French as poodles to the Ger- © 


.| mans. Why not cede sover- 
||. eignty to Hitler, he concluded. 


| The publication of Sir John .- 
ag May $ report into the case d 

the Maguire Seven, con- 
victed 14 years. ago of running 
an IRA bomb factory, .- 





prompted the Home ea | T 
Jd Cashi in hand. 


The pound's value rose | 
sharply as the economic sum- - 


to refer the case to the Court 
of Appeal. The inquiry dis- 
credits the forensic evidence 
used to convict the Maguires 
and has some harsh words to 
say about the conduct of the 
trial. 


England's footballers were 
mobbed at Luton airport on. - 
their return from the World 
Cup. Nobody asked whether 
they had won or lost, only 
how they had played the 
game. Answer: jolly decently. 
Bobby Robson, the manager, 
got a fair-play award to prove 
it; and British clubs were ad- 

mitted back to play in Europe. 


An unrepentant Arthur 
Scargill addressed the annual 
conference of the Union of 
Mineworkers in Durham. Ac- 
cused of mishandling money 
` donated to the NUM during 
the 1984-85 miners’ strike, he 
said “I apologise to no one”, 
| and promptly received a 
'standing ovation. 


With a sharp eye on Labour's 
opinion-poll-rating, the Con- 
servative party began to round 
up ex-pat voters for the next 


T election. It hopes to find - 


200,000 Tory voters living - 
abroad who can now vote. by 
proxy under a cunning piece ` 


of electoral-law reform, passed 


in May. | 


take over Europe. In an intet | 


mit in Houston gave currency - 
traders another pretext to bet 
on sterling’s imminent entry. 


into the exchange-rate echa z 


nism of the EMS. John Major, 


the chancellor, said sterling’s 


surge was sustainable. 
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- British Rail Was ree off 


twice. An advertisement 
promising passengers a 
“stress-free . . . place of sanc- 


tuary was cheeky, implied the 


Advertising Standards Au- 


thority. And its lobbying for 
House of Commons support 
for a Channel Tunnel rail ter- 


minal at King s Cross 
amounted to "improper tac- 
tics,” said MPs. 


The poll tax has been a “fi- 


lun and political disaster”, 
said a group within the Tory 
|" party. The government indi- 
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cated that in order to ease 
‘next year's poll-tax bills it in- 
tends to delay handing 
responsibility for community 
care for the elderly and handi- 


‘capped to local. authorities. 


Anew Book by Sir Alan 

| Walters, a former economic. 
adviser to Margaret Thatcher - 
and still her family friend, at- 
‘tracted plenty of pre-publica- d 
tion publicity for its attacks on. 
the EMS—a "perverse" system _ 
of half-baked measures. 





market hit the 1 man i from the 
Pru. The Prudential company 
closed 175 estate-agency 


branches, to add to the 100 : 


closed last year. But a survey — 
by the Halifax building society 


was more optimistic~house. © 


prices rose by 0.3% in June... 


Evidence recovered from the 


sea-bed persuaded the Depart- 
ment of Transport to set up a 


fresh inquiry into the sinking 
of the Titanic in 1912. Could 
it have been the arrangement 
of the deck-chairs, after all? 


Jhe Arts Council got a new 


chief. Anthony Everitt suc- 
ceeds Luke Rittner asthe —— 
£50 ,000-a-year secretary-gen- 
eral. 


| don commuters, fed up w 
| delays on the tube and. 


. Hopes for a German victo 


when Stefan Edberg took: 


plain English, the Civil Ser- 
` since 1982 by simplifying the 


$ pore jaws dropped. 


|. family cases only. Elsewhet 
: confusion grew over the. 


. women proposed a voucher 
‘scheme for nurseries—àa 
step closer to m > creche 
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More bad news for the trans 
port secretary, Cecil Parkin- 
son: growing hordes of Lo 


closures, are going to w 
car, said London Transpot 
own annual report. | 


tion and Wimbledon) end 
men's title, and Martina 
Navratilova the women's ( 
a record ninth time), at 

Wimbledon. dE. 
At a conference on EN use of 
vice said it has saved £15m 
language on its forms. La : 
Plans were inval [m a ne 


kind of family. court: 94 "sp 
cialist centres" will hand e 


ernment's family policy: 
Whitehall’s working group on 






piano tuner ad brane > 
over 2,000 ' angels", lotes 


dette, had the Pope’ s bles 
and its producer is now o 
Rome to try playing the 













$ 1992 anpreachics businesses are increasingly 
aware 9f the need to k look d their 


















Compaen with Rana, of the mia dudes and 
developments taking place within the peer 
-ommunity. NE 


re — each i issue - 










other n ma ajor ee 
trading blocks 
-cross border cooperation 
* measures to protect the - 
j environment . 
-development and. imple mentation 
of new technologies 
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After major refurbishment 
the Coburg will reopen. 


| . in August 1990. 
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BRITAIN 


= 
Ready for business? 





Whatever the outcome for Mr Arthur Scargill, the eventual impact of the 


Lightman report into the finances of the miners’ union could 


to help 


prepare coal-mining for its return to the private sector 


HE main hall of the Durham miners’ of- 
fices has the feel of a prosperous revival- 


ist chapel. The burly delegates of the Na- 


tional Union of Mineworkers (NUM), 
assembled there this week for their annual 
conference, sat hunched in semi-circular 
oak pews under stained-glass windows. 
Their president, Mr Arthur Scargill, glared 
back from a red baize lectern—the socialist 
preacher with his old-time religion. 

Above and behind him, a glowing, in- 
spirational union banner declared: “The 
past we inherit, the future we-build.” It 
should have read: “The past imprisons us, 
the future we ignore.” For the once-mighty 
NUM has become a faction-riven sect—ob- 
sessed with its 1984-85 national strike and 
mesmerised by the scandal that threatens to 
drag down Mr Scargill, still piously de- 
nouncing his oppressors like some tainted 
Tv-evangelist. A new era beckons for their 
industry, but most of the NUM delegates 
seemed hardly to notice. 

That era may see Britain’s remaining 
coal mines transformed into a successful pri- 
vate-sector business. If the Conservatives 
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win the next election, the privatisation of 
coal will be high on the new government's 
agenda. How to sell it and who to sell it to 
are questions being debated in Whitehall. 
Interested parties have different an- 
swers. British Coal has said it wants the in- 
dustry privatised as a single'entity, along the 
lines of British Steel. The world’s big mining 
companies might argue for the mérits of a 
private sale (though not, presumably, for 
more Rover-style shenanigans). Other busi- 
nesses might push for a piecemeal sell-off: 
the soon-to-be privatised electricity-genera- 


tors, PowerGen and National Power, are - 


thinking through the logic of a “pit-to-plug”’ 
vertical integration based on the ownership 
of pits near large power stations. 

Not every official of the NUM is blind to 
these developments. There are veteran 
fighters and senior officers who can see 
clearly enough: what is coming. (Privately 
they will even cite the names of companies 
they believe are waiting to pounce: Exxon, 
Chartered Consolidated, RTz and Hanson 
are on every list of favourites.) To these few 
realists, the momentum towards privatisa- 


tion looks irresistible. 

And painful: the gloomiest forecasts 
suggest another large contraction will be 
necessary as British Coal is caught in a pin- 
cer between the growth of gas-fired power- 
stations and the environmental demand for 


imported low-sulphur coal. According to a - 


Commons select committee, the next re  — 


trenchment could see a cut in annual pro- 


duction for the power stations from 70m '- 


tonnes now to 38m tonnes by the early 


2000s. That would mean work for just 20-25 '- 


pits, not today's 70. 
British Coal itself dismisses such fore- 


casts as unduly pessimistic. Though its coal ' 


(at around $86 a tonne) is expensive com- 
pared with the spot-market prices achieved 


by South African coal ($40-42) and Soviet 
coal (now selling at less than $40), the- 


longer-term: supply of overseas coal is nei- 


ther secure nor necessarily cheap. There: 


have been bitter strikes in Russia and Amer- 


ica, and other suppliers, notably South Af ` 


rica and Colombia, are hardly stable. 


Meanwhile, British productivity has . 


risen by more than 9096 since the 1984-85 
national strike (see chart on next page). This 
year, after its old debts have been restruc- 
tured in readiness for privatisation, British 
Coal should make an operating profit. The 
troubles of the British nuclear industry and 
the high cost of carrying imported coal to 
inland power stations (adding up to £15 a 
tonne to its price) are also cited by the indus- 
trys champions. Whatever its eventual 
shape, it is clear thàt a smaller, highly profit- 
bie British coal industry is struggling to be 
rn. | 


A bright future for some 


Given that the miners fought for over 50^ 


years to get the pits nationalised, it may . 


seem surprising that some old hands in the 


union are resigned to privatisation now. But 
for those with a future in the industry, there 
are prizes to go for: heavy investment in 
more automation for cheaper, cleaner and 
safer production; new business strategies 
that could change the economics of some 


old pits and even reopen others. (Like the ~ 
moth-balled Frances pit in Fife, for instance, — 


with its prized low-sulphur "green coal”.) 


So which miners would have a future 


- 


and which wotild not? In different circum- — 


stances, the implications of looming privati- 


sation might have dominated the speeches 


and gossip at Durham. Instead, there was - 


Mr Scargill, practising every microphone 
gesture at his command to waft away the 


stench of impropriety from the Lightman re- . 


port. And it was the report—setting out the 


findings of the inquiry by Mr Gavin 


i 47 A | 








htman Qc ir into the IONE dealings dur- 
nd after the 1984-85 strike—that domi- 
Ye conference. 

xargill endlessly aid. selfrigh- 
insisted he had been cleared of using 
money for personal gain. Strictly 
eaking, true enough: but no unprejudiced 
ider of the 133-page report could fail to 
ider how such a man survives as leader of 
ide union. Unsurprisingly, copies were 
n short supply from the NUM leader- 
p. Mr Scargill's Yorkshire and Notting- 
imshire shock-troops, drenched in the 
memory of the strike, seemed immunised 
gainst any criticism of their leader. Others 
ound the Lightman report shocking. 

One Scottish z miner said that whatever 














Jnra jy lalanders 

3 LUESTION: which of the lowing is 
the most-popular place for the Brit- 
-ish to go in their leisure time—the 
pub, the bingo hall or a football match? 

nswer: none of these. It’s the library. 
-This cheering tit-bit and many more 
ome from a new book* presenting a poll- 
er s-eye view of the British and their atti- 
es. Not only is the library top of the 
time league table, but museums, the 
heatre and art exhibitions all rank above 
football match as the British idea of a 
day out. Indeed, going to a football 
atch is only one percentage point more 

popular than visiting a pantomime. __ 
The library's top billing is no accident. 
cond only to watching: television, the 
ost popular British p pastime is reading a 
book. And more than half of those ques- 
tioned claim to read at least ten books a 
year. A surprising number would include 


the Good Book on their shelves: three- 
quarters say they believe in God, a pro- 


























We British Britain under the mariscope”. By Eric 
jbs and’ Robert Worcester, published | by 
and Nicol son. £l 5 
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they worked through itsfindings. — : 


^ Will such reactions matter? Some will 
see the whole episode as merely the sordid _ 
last act of a tragi-comic drama, The Fall of | 
Arthur. It will close with him being sacked 


by his betrayed followers; but it will be a 
change of leadership for a union with a mere 
55,000 members (down from 170,000 in 
1983) that long ago gave up any effective 
role in pay negotiations. 

Even a Scargill sacking would miss the 


portion that has remained constant since 
the 1960s. But the British seem to be a lit- 
tle confused in spiritual matters: only 60% 
believe in heaven and even fewer, 49%, 
live in any hope of a life hereafter. (Per- 
haps the same confusion helps explain 
why 26% of Tory supporters would:prefer 
society to be “mainly socialist.) — 
Believers they may be, but the British 


have some unChristian valis Far more 


(15%) think football hooliganism is “mor- 


ally wrong” than adultery (52%), and a 
mere one in ten considers divorce to be 
so. More than twice as many think experi- 
ments on animals are morally wrong as 
disapprove of the death penalty. 

- What evidence exists for the rise of the 
Thancherte New Bri? Not much. The 
British are still as fond as ever of defining 
themselves by social class. Oddly, though, 
more people (6796) claim to be working- 
class than are defined as such by the stan- 
dard survey classification (6196). Odder 
still, the. Past 40 years have seen this per- 
centage rise from 43%. They may be buy- 


_ing shares, owning their own homes and 


taking foreign holidays but they still lay. 
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: they sen are away. 
«Such an. outcome | v 
trade union facing prive 






_ But many of the deleg: 


their backs fitmly to the 
debate a South Derbys 
Dowling, derided his co 
session with the songsa 
1984-85 strike. “A pro 
spat contemptuously. ' 
gressing to" And answ 








no claim to being middle- 
In spite of the great : 
nanza of the 1980s, mar 
pressed by the enterprise 
in one poll which of their 
could not do without, 
stocks and shares (agains 
washer), :Andthe British 
distributing: wealth look 
ever: 71%:would favour. 
ordinary tax-payers and 
payments, against 15% in 
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The Union Pacific Railroad is not just 
a company, it's a call to the consciousness 
of a nation. Created by Abraham Lincoin’s 
signing of the Pacific Railroad Act of 1862, 
it laid tracks across a wild continent from 
Omaha, Nebraska to Promontory, Utah, 
where it met the Central Pacific coming 
from the sea. A golden spike marked the 
birth of Americas first transcontinental 
railroad. 





SETTLED THE 
AMERICAN WEST 

Union Pacific settled the American 
West, carrying hundreds of thousands 
of pioneers into the world of wide open 
spaces. It made history then, and it's sti// 
making history: today it is one of Americas 
most progressive railroads, with 37000 km 
of track in 20 states, 30,000 empioyees, 
and a reputation for far-sighted thinking in 
every area of its operations—including its 
remarkable communications network. 





NETWORK 

Union Pacific owns a private voice 
and data communications network, one of 
the largest in the world. Covering tens of 
thousands of miles nationwide and func- 
tioning as the railroad's central nervous 
system, it is extremely sophisticated and 
absolutely crucial to the company's suc- 

















~The global computer & communications compan 























cess. Which is why, when Union Pacific 
recently decided to upgrade the network 
it turned to Fujitsu. 


TOP COMPUTER AND 
COMMUNICATIONS MAKER 


Fujitsu is one of the world's top com- 
puter and telecommunications makers, | 
with 100,000 employees, annual sales of. : 
$18 billion, and projects completed ina ^ = 
hundred countries. A high-tech giant that's. 
a major force in the global information 
revolution, Fujitsu gave Union Pacific 
a multi-nodal integrated voice and data 
communications system that is the next 
generation of business telecommunica- 
tions. The system: will boost productivity, - 
upgrade customer service, and help the 
railroad keep making history—by helping - 
it be what it has always been: a living 
legend that knows where the future is. 







Jim Merrick of Union Pacific talks to Jay 
Schrimpl of Fujitsu before the Fujitsu F9600 ISDN 
switching system. Union Pacific recently purchased 
a number of such systems, one of the most | 
advanced in the world, to function as node points - 

in its nationwide communications network. i 
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Singapore Airlines introduces Raffles si Class. d - 
(It's more than just Business as usual.) - > 


We don't have a Business Class anymore. Instead, we have Raffles Class. Where gentlemen can freshen-up with toiletries by Nina Ricci - 





Elizabeth Arden for our lady passengers. In an ambience that says it’s more than just business as usual. SINGAPORE AIRLINES 





aeui 


h 


al 


ingapore 


has developed a unique reputation as the leading exhibition centre in Asia. A wide range of prime facilities, 


TE2796 


| dme the free Singapore Convention/Exhibition Calendar. 


au, Suite 1402, Century Square 1-13, 
‘fax to usat 8106694. 


























If youre thinking of doing you can access resources from 





business in Australia, take a National Australia Banks world- 
look at our Australian business wide network, through our 
credentials. Better still talk to managers. 

them. You will find their wealth Which can be very useful 
of experience and advice when you consider National 


invaluable. Australia Bank is one of the 
Our managers in Asiahavea worlds top 100 banks with 





thorough understanding of the offices in 13 Asia Pacific 

markets in which they operate countries and all major financ- 

and an extensive knowledge of ial centres. 

international financial matters. So before you do business 
Each manager offers person- in Australia, or anywhere else 

al service and expert advice on in the world, talk to one of 





all Australian business, includ- our managers in Asia. You will 
ing business migration. soon see why we proudly refer 


Or if you are interested in to them as our business 


doing business in other countries, credentials. 
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FURNISHED, SERVICED SUITES 


At Pacific Place 88 Queensway Hong Kong 


For more information, please contact: 


Mr. Eddie Wong 804 6065 Miss Tuzie Cheung 844 3868 


OPEN MONDAY TO SATURDAY 
( TEL: 804 6063) 
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yo 
| 
i 
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Take il easy 


everything else is provided 


The Atrium suites are completely furnished and fully 
equipped with cutlery, crockery, linen and electrical 
appliances. They are well managed and maintained foi 
immediate occupation, 


The Atrium offers an unparalleled range 
of services and features: 





136 furnished and serviced suites conveniently located on the 14 floors above the 
Marriott Hotel 

Owned and managed by Swire Properties Limited 

As many as 10 different designs with sizes ranging from studios of 606 sq. ft. to 
spacious duplexes of 3,388 sq. ft 

Completely furnished and fully equipped with cutlery, crockery, linen and 
electrical appliances 

Centrally airconditioned for year-round comfort 

Magnificent harbour views 

In-house movies 

Complete daily maid service 

Security system with sophisticated equipment and well-trained staff 

Marriott Hotel's swimming pool, health club, business centre, restaurants and 
room service are conveniently available at no extra charge or with special 
discounts 

Easy access to transport services and within walking distance of the rest of Central 
District and Wanchai 

Pacific Place facilities will, on completion, include The Mall, an 800,000 sq. ft. 
shopping complex with eating and entertainment facilities, a car park in the 
basement, two first class office buildings, luxury apartments and three major 
hotels 

Immediate Occupation 

Rents starting from HK$22,200/month are inclusive of management fees, maid 
service, air-conditioning, furnishings, household appliances, utilities and 
government rates 


AVAILABLE FROM THREE MONTH TO TWO YEAR LEASES 
VIEWING BY APPOINTMENT ONLY 


SWIRE PROPERTIES LIMITED 


33rd Floor, One Pacific Place, 88 Queensway, Hong Kong. 
Telephone: 844 3888, Telex: HX74217, Fax: 810 1547 






3 Education and training 


Schools for workers 


Educationalists and political o eure think that city techitcloes colleges 







have be ena flop. They could 


ae a Thatcherite dreath come true. 











aim is to reverse e the pre CHUA of Brit- 
: Pus educ a tion introduced by the compre- 


aty] ypically Thatcherite one hard 
: hours (eight-to-five rather than 
"the normal nine-to-four), short holidays, 
“and plenty of homéwork will, it is hoped, 

^turn no-hopers into whizz-kids. Roll on the 
-counter-revolution. 

~~ Both supporters and opponents of the 
new schools, though, are already writing off 
the cTCs as beached whales or vu in the 
air, according to taste. . John 
MacOregor' s arrival as secretary of state for 
education is regarded as a setback for them. 

His predecessor, Mr Kenneth Baker, was 
gung-ho for CTCs; after all, he. invented 
them. Mr- MacGregor, however, is little 


more than luke-warm. A cost-conscious 








pragmatist, he is thought to have little time 


for his- predecessors more visionary 
schemes. CTCs may end up in the same place 
as most previous projects to invigorate Brit- 
ish technical training: the dustbin. — 
Professor Sig Prais, senior research fel- 
l low at the National Institute for Economic 
1d Social Research and a tireless advocate 
fi technical education, complains that the 
“government aimed low and failed to meet its 
target. In Holland and France, he says, 
-about a third of secondary children attend 
vocational schools; in Britain fewer than 1% 
-enjoy a similar privilege. The National 
¿Union of Teachers (NUT) shares his scepti- 
5 cism—though for different reasons. At first 
it denounced CTCs as carbuncles.on the face 
of a well-loved friend (or words to that ef- 
fect); now it is gloating over their failure. "A 
gigantic flop”, is the merry verdict of one 
union spokesman. 
| The new schools have certainly not 
lived up to Mr Baker's expectations. He 
hoped that 20 or more would be up-and- 
running by 1990, paid for mainly out of pri- 
vate donations. In fact only three have so far 
opened their doors, while—and this is the 
bit that. particularly vexes supporters and 
delights opponents—the Treasury. is cur- 
-rently footing about 80% of the bill. 
+- Two obstacles have got in the way of a 
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technology colleges (cres) sound | 


t cademic « stan- 






th be in for a surprise 


smooth take-off; the muted suspicion of 


many industrialists and the vocal hostility of 


most educationalists. Some of the largest 
corporate donors to education—notably BP, 
IBM and iCI—were initially lukewarm; a few 
still are. They claim that they prefer planned 


giving to prompted giving—which is really 


another way of saying that they would rather 
stick with their old habits. Privately many 
senior executives admit that they are wor- 
ried about spoiling their relations with local 


education authorities. 


Such worries are understandable. The 
bosses of the educational establishment 
have pronounced a curse on the CTCs. The 


1 Department of Education and Science (DES). 

is hostile in a gentlemanly sort of way: local 

education authorities are just plain hostile. 
In particular, chief education officers are fu- 


rious that expensive new schools are being 


une when acho rolls are usn : 





Top-job gaps | 


USINESSMEN ud politi icians EN 

‘nothing better these days than to - 
make long, worthy speeches about the - 
impending shortage of wellqualified 
manpower. But nobody has more than | 
‘the vaguest idea how many graduates wil — 


becoming out of universities ten years 


from now, let alone how many will be 


needed. 


= Probably the Den available. und least- . | 
rough guide to these numbers has just- 


been published by a research group at 
Warwick University. On the face of it, 
things do not look too alarming. True, 


the demand for graduates and postgradu- 


ates is set to go on rising: between 1988 
and 2000 an estimated 1.7m. will be 


needed with qualifications higher than 


A-level standard. But supply i is expected 
to keep pace with demand, just. Existing 
Shortages may persist, but at least the 
gaps look unlikely to get much bigger. . 
Crude aggregate figures, though, take 
no account of potentially serious short- 
ages expected in specific subjects (see ta- 
ble). The biggest concern of recent years 
has been the dearth of science and engi- 
neering graduates: the science shortage i is 
expected to ease, but engineering and 


* "Projecting the Labour Market for the Highly | 


Qualified". Institute for Employment Research, Uni- 
versity of Warwick. | 


pamatuhanana 


-< expectations—never much of a guide 


| technology will get worse. 


that migration within the EC is lik 


























If only he'd been trained : 


education budgets leu squeezed 
throw millions at new schools, t 
when places in existing ones are 


begging? 


| Plenty to boast about 


Such complaints hardly square with 
claim that CTCs are failing. In fact they ar 
failure only if measured against Mr Bake 







































“Now there is a new worry locmitig fo 
the 1990s: will-there be enough grad 
ates around in the social sciences? 
Warwick team defines this category to. 
clude economics and business admin 
tration as well as a broad range of có 
mercial studies. On this basis it thin 
demand will rise by 70% between 198€ 
and 2000, leaving supply trailing way be 
hind. Nor does this analysis take any ac 
count of the as-yet-unquantifiable Euro- 
pean factor. The Warwick team believes 








cause a net loss of qualified labour fre 
Britain. | 
























prove. their. technical educa- 
ion, The three existing schools can boast 


ooh from the, a doa 


















































icd ru ecd pe ‘One of 
them, Mr. Guiseppe Conlon, died in 
rison à. decade ago. Now, finally, the 
one e Office has lue that. there 








hen the. case is returned there by the 
home secretary, Mr David Waddington. 
- The danger of this latest evidence of 





isthatitwillbeshrugged 
off, as part of a sordid 
story from the 1970s, an 
- old. tale with little cur- 
: rent relevance. = 
177 Hardly. For some ob- 

_ servers, the credibility of — 
the British legal system. 
today hung heavily on 
what kind of report Sir, 
John May, a former ap- 
peal judge, produced for- 
the Home Office on the . 
‘Maguire case. A report — 
which took the easier — 
line adopted by the Di- 
ector of Public Prosecu- 
ons, that the family 
‘might have been innocently. contami- 
nated, would have been nee regarded 
asa whitewash. 

--Itwould have allowed senior hüdges to 


rear, that the Irish prisoners 
: - guilty. all along. But by going 
ich. further, criticising the court and 
ial judge Lord Donaldson, and the 
prosecution forensic evidence, the May 
eport has blown away all doubts: this is 
o whitewash, but digs us into sensi- 
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1 EE us n due au 


pplication rates of seven children for every i 
lace—and are even having to turn down’ 
Four more 


1 five members of her ily 7 


pania soon to quash, the aerate 


British injustice to alleged Irish terrorists | 





 Annie's long shadow 
Bun the forensic evidence? If so, 
: of Lord Donaldson? | 

carry on muttering in private, as they did 


: after the release of the Guildford four in — 


justice for Irish men and women accused 
of terrorist crimes. They, at least, should 


- May report before they condemn all Brit- 


painful questions about the impartiality 


1s- =ar d apart from them only on fo-. : 
«So it it is hard to see how . 


oer MPH em Tm i me ire =e S 





ab faves 50 far eit for | 12 E ted nee 

-five are in advanced stages of planning. Mr 

| MacGregor and the Treasury may not like 
it, but the goverment has already committed - 
another £106.2m to the scheme | over. the. 


next three years, 
Most. encouraging of all, NN EE 


have started to contribute. To date ud com- 


am tert Mr 


Mr Waddington can avoid: reopening the 


After the Guildford’ four were freed, 


breaking a logjam of official silence and 


denials, the Maguire case had to be re- 


= viewed. Next, as night follows day, will 


come the Birmingham six case too. l 
The next stage will have to be a re- 
thinking of the role of forensic and scien- 


tific evidence in British courts. Expert 
witnesses appearing for either the pros- . 
 ecution or the defence are under maxi- 
mum pressure to gloss or over-interpret - 


| 
| 
Birmingham cases, too. ..- 


"ODE reality. Science and. advocacy 
do, not: mix well: a neu- . 
ttal system, with expert 
witnesses expected to 
.give evidence to the 
Court as a whole, may be. 

needed. . 
|| Butthe most difficult 
questions raised by the 
May inquiry concern 
the Court of Appeal’ s 
failure to re-examine the 
evidence in 1977, and 
the summing-up of Lord 
Donaldson, now Master 
of the Rolls, during the 
original trial. Was there 
a lack of zeal, or enthusi- 
-asm, for thoroughly re- 


why? What has the case, and that of the 
Guildford four, done to the reputation 


These may seem naive questions to- 
many in Ireland, who were long ago thor- 
oughly convinced that there is no British 
ponder the frankness and courage of the 


ish legal luminaries. But the answers to 


of British courts are vitally important for. 


many Britons' perception of their courts 
and judges and, by extension, for. the 


country's. stomach for fighting IRA kill- 


(o ers: without the higher moral ground of 


legality and fairness, any democratic soci- 


ety is left weaker against its enemies. The 


Maguire family's shadow is a long one. 


annaa i 
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eres: 22 have pledged £1m or more re each. 
"There are signs that big corporate philan- 


- educational 









thropists, such as IBM, are re-thinking their 
initial scepticism. Mr John Deacon, a promi- 


.^nent businessman in the record industry 
‘who is helping to set up a CTC dedicated to 


the performing arts, is convinced that a se- 
vere shortage of skilled school-leavers will 
persuade a growing number of companies to 


- follow his example. 


Sir Cyril Taylor, the entrepreneur 


| whose enthusiasm has given flesh to Mr 
Baker's bright idea, has a couple of tricks up 


his sleeve. So far the CTC Trust has-chosen 


. either to build new schools on green-field 


sights or else to refurbish disused buildings., 


The start-up costs have consequently been a 


massive £6m-8m for each school. He is busy 


exploring two ingenious ways of lowering 


maintained schools into CTCs. The Brit 

school system boasts a number of eccent 

institutions—voluntary-aided 
schools in. the jargon—which are run not 
only by the education department and the 
local authorities but also.by the churches. 
Why not, muses Sir Cyril, replace God with 
mammon? And.why not allow opted-out 
schools, currently the apple of Mrs Thatch- 


these prohibitive 'tosts by turning ‘rel 


er's eye, to turn themselves into CTCs? 


The fine print of the 1988 Education 
Act effectively blocks the second option: ab- 


surdly, opted-out schools are not allowed to 
alter their character for the first five years 


after they shake off local-government con- 
trol. But the first option is already yielding 
results. On July 11th the Wandsworth coun- 
cil voted to allow one of its voluntary-aided 
schools, in Battersea, to become a CTC. 

Mr Frank Field, the independent- 
minded Labour MP for Birkenhead, thinks 
this is small beer. He would like to see up- 
wards of 500 secondary schools turni 
themselves into CTC$- Schools, he sa 


should remain under local-authority control 


but opt for a technical bias. Musing that 
CTCs may represent a unique opportunity to 
reverse a century of British prejudice against 
technical education, he argues that the dis- 


appearance of unskilled jobs in areas like 


Merseyside will make technical schools im- 


_mensely popular. 


Such ideas are nadie to Mr Neil 
Kinnock and the.Labour party, which re- 
tnains as much.as ever in the pockets of the 
National Union of Teachers. But Mr Field 
may have a shrewder sense of his party's 
long-term political interests. In Birming- 
ham, Nottingham and Teesside, upper- 
working class and lower-middle class parents 
are falling over each other to get their chil- 
dren into CTCs. In the battle to win these all- 
important. voters back i to the Tory party, 


secret t weapon. | 






















found out. Pas devant les enfants! 


been, a politician—still less a diplomat. 
. Politicians, as one of his more low-bred 
. colleagues once put it, know when to keep 
their gobs shut. Mr Ridley has never seen 
| the 








|. greater Germany are well-known. What is 
truly devastating about him going public 


ret Thatcher's private feelings too. 


In the Commons on Thursday she de- 


nied this. But she has used him recently to 


float ideas on Europe that she did not 
want to put her own name to. Last month, 


when Mr Ridley made a speech advocat- 
ing a “multi-track” Europe, moving at dif- 
ferent speeds towards closer co-operation, 


it had been closely discussed at Downing Pu 


Street first. There must be a deep suspi- 


cion in Bonn and Berlin that, when Mr ^ 


Ridley speaks, the lady nods. 


In these circumstances, Mr Ridley's — 


unreserved apology and withdrawal, after 
an urgent and blistering telephone talk 
with Mrs Thatcher, may not be enough. 
Tory MPs closed ranks in the Commons 


behind her: but, as they flooded out, some 
were arguing about whether . Mr Ridley 


would go this week or next. Much will de- - 
pend on whether pro-European cabinet. 
ministers feel strongly enough to demand 


his dismissal. But if Mrs Thatcher has to 


_ask him to go she will hate doing so. 


After quarrelling with Mr Norman g 


Tebbit and Mr Nigel Lawson, she could 
count only on "dear Nick” as an instinc- 
tive Thatcherite hardliner from his guts to 
his fingers. Recently, she has been relying 


. on him particularly as a sounding-board 
` for ideas, particularly on Europe. "Sir 


Alan Walters with a cabinet job" is proba- 
bly unfair on both men: but it contains a 


shaft of truth. After all, a cynic might add, 


both so clearly wanted to be chancellor. 


Mr Ridley reciprocates Mrs Thatcher's | 


admiration. Although, at one Gloucester- 
shire dinner-party in 1983, he suggested 
that the time was ripe for a new leader, he 
has always had a dangerous line in banter. 





Nick and his mouth 


S MR NICHOLAS. Ridley: $ verbal - 
. gatling-gun assault on the Germans 
id the European Commission broke on ^^ 
political world. this week, breakfast - 
teacups will have been smashed downand | 
morning newspapers crumpled. But the 
“shock among his colleagues will be-less at - 

his sentiments, more that he has been 


Mr Ridley is not now, nor has he ever — 


of this self-denying. ordinance. 
’s “magic circle" of senior Con- - 
e politics (oh yes, it's still there), 
dley's sentiments about the Euro- 
. pean Community and Mr Helmut Kohl's 


is the suspicion that they echo Mrs Marga- ` 


After a gruelling session with her he is lia- 


ble to complain about "Scratcher", but 


neither his loyalty nor his affection for her ; 


has. really been in doubt.. 





thermonüclear" when she heard of his 





nior Foreign Office minister in 1979. 


Shortly afterwards he faced a parliamen- - 





Bow doors open 


tary savaging from all sides which left him 
stunned-looking. 
Other embarrassments included his 


notorious joke about an opponent sailing 


with his bow doors open, shortly after the 
Zeebrugge disaster (that gob, again), and 


the botched first attempt at water privati- 


sation, which led to a public rebuke from 


Mrs Thatcher at a press conference, when: 


she said it had not been handled well. Yet 


it was characteristic of the man that this. . 
sell-off has since turned out to be a 


smooth and successful operation. 


No flexi-toy, old Nick | ] 
In successive departments he has been al- 
most hero-worshipped by senior civil ser- 


vants who actually wanted to do things; - 


and junior ministers who have served un- 
der him say he is quick to take the blame 
for their mistakes, and equally quick to 


propel them forward to take the credit.for 


success-stories. The idea that the man has 
the soul of a nineteenth-century ironmas- 


ter is a great mistake. In cabinet, he has 


_been a source of scepticism and ideolo 
cal energy among too many grey-s 


— Thatcherism). 


. Thatcher’s mind when she heard ri por 
-. of Mr Ridley's interview in the Spectatc 
. If it had been a gaffe on almost any ot 





here have, of course, been embaiiag.. , 
ments and rows enough in the past. Mrs 

Thatcher, according to one account, went, the European union and the Germ: 
t | “question could yet split the Tories. - 
‘plans for leasing back sovereignty of the SK 


‘Falklands to Argentina when he was a ju- 





| ls said. After his offensive compa sol 


Hitler, he spoke thus of European uni 


- thwarted. This rushed takeover by 


-with the French behaving like. poodle 
absolutely intolerable”. © ^ 


Heseltine, speaking.a day. earlier 
_ oblivious of the coming Ridley attack. He 
«said of Mr Kohl: "His determination is to 


row wil not. simply be. yesterday's 
- cellor defend his. European vision às a po- 


~~ litical objective—and ari alternative to 


.. cles in other European countries that ridi- 
` cule or undermine the goals he is pursu- 
l ing? He couldn't—and he wouldn't 


vised, reflect the visceral feelings of mil- 
lions of fellow-Britons, thousands of Tory 


of Tory MPs. He normally knows how f; 
to go, and still pull back: this time, he may 


Mr Enoch Powell, whom he greatly ad- 
mires, as à populist: prophet, lauded 
: Midlands pubs and Home Counties Con- 


l servative associations alike. 


conviction, Europhilia, represents tl 
“view of different millions of the Britis 
f, perhaps, rather fewer Tory backbenc 


and who's out, of the cabinet: how 


-ously expressed the hope that it would 


done. ” But they c: can t can n they?: 





"flexitoys" (to. ius wae 















All this must have run 1 through 








subject, she could have laughed it o 














Tt is worth recalling just what ^ 









the European commissioners to A 











“It is all a German racket, designed to t 
over the whole of Europe. It has to 






Germans, on the worst possible 









Now contrast the words of Mr Mi ha 









































ensure that the history books of tomor- 


rewritten .. . How could a German chan 


German nationalism—if his opponents in 
Germany can point to speeches and a 


* 


. Mr Ridley's words, however illa 
party workers and scores, if not hundreds, 


be prepared to leave office, tired of its dip- 
lomatic restrictions and ready to emu 


Compare, again, Mr Heseltine. His 


ers. By the end of this year, at the 
governmental conference in Rome, the a 
gument between these two camps will 

at boiling-point. Forget about who's 


both men be able to campaign on Euro 
from inside the same party? 
As one Tory MP put it on Thur 


"Some of us are aghast at Mr Ridley, anc 


some delighted". One cabinet ministei 


blow over: “Insofar as human words cz 
eradicate human words, that is. be 
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| Gushing in Houston 


| The 


| : ; whic ose t to $7 billion i in 






G7 summit agreed án. 


ple to start reducin 





In Taiwan the econamics 
ministry announced new pro- 


tectioi ist measures to reduce 






E Dealing in Paris 


Bernard Tapie, a French fi 
nancier, politician and former 
television star, is to buy 80% 
of Adidas, a West German 
sports empire and symbol of 
business prowess, for some 
$425m. The Dassler SIE 


majority shareholders in ` 


Adidas, decided to sell out to ` 
anyone (except, it appears, the 


Americans and Japanese) be- ` 
cause the company was losing 
market share to its rivals. 


| Big disse Emile Bridel, P 

^| ous for his camembert, is to 

^2 sell out to atch-rival Michel 
 Bisnier, in a deal worth some 


| $270m. The new dairy-prod- 


ucts group, with yearly sales 
of $3.5 billion, will hold 1696 
of the French cheese and 2496 
of the French butter and milk 
market. 


| Two diversified French:com- 


panies, Lyonnaise des Eaux 


subsidies—a subject that | 
<J had been holding up ‘the Uru- 
| guay round of GATT trade —— 

| talks. Much was made of an 
-.|. agreement to study the needs - 
j| ofthe Soviet FOROR; | 


and Dumez, are to merge. To- 


gether they will have yearly 


sales of $9 billion, 4596 of that 


in construction. 


Growing, gone 


The EC said it would investi- 


gate the acquisition by West 


Germany's Ruhrgas of a 35% 


` stake in the East German gas 


network, because of monop- 


oly fears. British Airways was 


prevented from acquiring a 
stake in Interflug, the East 


, German state-owned airline, 





cause politicians said they 
wanted to kéep the airline 


German. 


. After a hard-fought battle, the 
British Coal Board’s pension 
| fund bought enough shares to 
~ take over Globe, Britain's big- 
| gest investment trust, in a deal 


valued at around $1.8 billion. 


J. Breaking records —— 
|. Saüdi Arabia is to buy $3 bil 


lion-worth of tanks and other 


dete equipment. from Gen n | 


era Nem 





| Els Forbes n. 1990 . 


league of the world's richest. 
businessmen, West Germany 
doubled the number of its bil- 


lionaires to 38, compared with 


. 1989. Yoshiaki Tsutsumi, who © 
owns a railway and property 


company, came first with $16 
billion; and Donald Trump, 
the beleaguered property ty- _ 
coon, dropped out altogether. 


General Electric can now 
make diamonds that are 


purer than gemstones—and 
more useful for higa tecni in- 
dustries. 


flabbergasted when News Cor- 
poration bought rights to 
three books by Jeffrey Ar- 
cher, a British novelist, in a 
contract valued at over $20m. 


Law reports 


T Neil Bush; son of President 


Bush, may face a $200m law- 
suit from the Arbéricür 





in his role as director of a 
failed Denver savings and 
loan. 


The American government's 
attempt to prove that the 


Chicago futures market was | 


riddled with fraud looked fee- 
ble when the jury trying the 
case found a broker and a 


trader guilty of only a handful | 
of some 100 criminal charges. | 
Another trader was acquitted. 


The Securities and Exchange |- 
Commission said that Robert + 
Rossi, a French businessman, 


will pay $1.4m in a court set- 
tlement over insider-trading 
charges—one of the largest 
penalties yet to be paid by a 
foreign investor. 


America’s songwriters and 
music publishers want a New 
York federal court to stop 
Sony selling digital audio tape 
recorders and blank cassettes 
in America, to curb home tap- 
ing of copyright material. 


The book world was politely 


ernment alleging negligence | 












































will clean up 14.5m. 
lons of oil—at a cost of som 
- $5m—that has seeped into the. 
ground beneath the streets of : 
Brookyln, New York, contami 
 nating groundwater. 













ICI and Enimont, two hs 










i P scien compan | 
~ropean Vinyls, to Occidenta 
. Petroleum. The company i 

timated to be worth about 
$1.8 billion. 











Being green can pay. 
. Electrolux will get $100 

from Russia for supplying | h 
' know-how to build ozone- 


friendlier fridges. 














Czech out 


Czechoslovakia’s spon 
reforms, designed to bring = 
the country closer to a market 
economy, started to bite. The 





































mms a Shire Dr The Netherlands 





Manone Mederlndeii occupies a leading position in the 
international financial services. markets, with over 25, 000. 
employees in 21 countries. ^. — 7 
The activities of the Grin comprise insurance, invest- 
ments and other financial services such as savings schemes | 
and consumer and commercial credit. 


Nationale-Nederlanden Depositary Receipts a are quoted. 
on the Amsterdam, Paris and Geneva stock exchanges. 








The results of Nationale-Nederlanden for the first three 
months of 1990 have been adversely affected by the heavy 
storms which raged over the northwestern part of Europe 
earlier this year. These confronted the Group's companies 
in the Netherlands, Belgium and the United Kingdom with 
more than 130,000 claims. — 
—.  .  » . Asaconsequence, an amount of US $ 36.4 million after tax 
uu 7 ou2.. Wag charged to the first quarter. 

| | On a more positive note, the life result. Mower a. strong- 
increase as did. professional reinsurance and the balance. . 
of investments and other activities. : 











of close t to o US $ 52 million. | mar A 





















1990 1989 
US$M. US$M. 
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US$035U5$058 - 


o sta stical purposes all amounts have been translated — 
so wt the same rate US $1= DFIs Ls 908. 
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vectation ———— 
Thé Executive Board maintains its expectation that profit 
for 1990 La Eq the high 1989 level. 

eem Further information. Fern iere 


The full re por forth the first three months can be obtained 
from: 






















Washington Pinta Suite: ! 
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These favorable factors contributed toa an n overall net t profit 








*»9***sesecceoeceó0coeotonause 


* 
* 
e 
* 
. 
* 
s 
° 
+ 
* 
*: 





esoeeteseeceepbtueceeveoootecasoccontóbpónvtceoóésvecopeóts 


.e9909909006099600099009000005895€654949059060926009999590599999 












BUSINESS — 


: T p ZI LL, MT IAEE E E i, EAT 


xci LZ : ; z 





Semi take their partners 
for Europe © 


PARIS 


After a decade of diversification at home, Europe’ s big. construction c com- 


panies are starting to cement 


F THERE were a law against incest in 
L business, many of Europe's leading build- 
ers would end up in court. The evidence: a 
growing number of stakes that firms are tak- 
sm in each other i in order to grab a bigger 
of the Ec's 460 billion ecus ($500 bil- 
lion) construction market. At the same 
time, several firms are trying to strengthen 





their positions at home. On July lith 


Dumez, one of France's largest construction 


companies and Lyonnaise des Eaux, a ~ 
French water-to-waste-management group, - 
announced a merger that will protect the - 


building group from predators. 


Dumez’s network of European links was - 
one of the attractions for Lyonnaise des. 
Eaux. The French builder has a 34% stake - 
in Belgium's cre, 10% of West Germany's 
ywidag (which itself owns 5% of Dumez), 1 
and 5% of Britain's Alfred McAlpine. In- 





June, not to be outdone, Bouygues, France's 
biggest building group, bought 8596 of 
Losinger, a Swiss tunnelling specialist, to 
add to its stakes in two Spanish firms. Also 


in the vanguard is Philipp Holzmann, West — 
Germany's: biggest contractor, which owns 
50% of Spain's Josta, 40% of Nord France, 
MW of Britain's Tilbury and all of Hillen & 








ces across the continent 


Roosen, a Dutch construction company. . 


Despite these acquisitions and alliances, 
Europe's construction market remains 
highly fragmented, dominated by tens of 
thousands of backstreet builders. In no Eu- 


ropean country does one firm have a market 





share greater than 496. Even Bouygues, 


whose domestic business accounts for three- 
quarters of its total sales, has a paltry 3.396 


_ share of the French market. , 
-Merger mania is-new to the building .. 
business. Managers used to go for Mui D 
instead. As construction. mar 






| means ehe. fron e street prb d 


ish collection to water purification. In 


: Britain, Tarmac cottoned on to the fact that 
providing the materials needed to build 
© roads was far more profitable than building 
the roads themselves, Companies like John 
: Laing and George’ Wimpey took a different — r: 
tack, plunging into the booming property: 
. market. Though they minted money in the 
late 1980s, their heavily geared balance . 


sheets are having to take the strain now that 


| September last year to. buy 5196.0 


- vestment was, however, a canny pro 
deal. One of the company's mills is situated 

. On a 6.5 hectare site in an up-and-com 
part of Paris and, although the local autho 
g w: in Paris has. slapped: a compulsory | 


l a he can negotiate a decent profit 


abled them to do just that. TH 


will be halved in: 1990-91, largely bec: 


ties for builders. - 


- East Germany's. housing stock was: buil t 


phur dioxide each year will have- 


. that West German firms will corner 
Í i : market should think again: In a repoi 
^ -the industry, Mr Richard Hopewell, ar ; 
“dyst with Swiss Bank Corporation, rec 
Reve West Germans have the highest capa 
.. utilisation of any EC country. It is the C 
time for foreigners to strike. "IE 







































both markets are in ded dot bunc : 

. At least British firms stuck to busit 
they knew. Bouygues, on the. 
took a leap in the dark in 1987 w 
FFr1.5 billion ($240m) for a25% 
TFi, a television channel that was pri 
by ‘the: Chirac government. . Mr | 
Bouygues, the company’s chief. execu 
now admits that Bouygues may have 
too much for TF1 and that the statio 
had "considerable problems". Undet 
Bouygues is moving into films. - 

At first sight, Bouygues’s- "decision 





Grands Moulins de Paris, France's bigge 
grain-milling. company, . for around | 


billion also looked a costly blunder. The 





"order on the land, Mr Bouygues 


Having spread out some of their risks at 
home, many of Europe’s big constructie 
firms have .decided to- spread the- rest 
abroad. In the 1970s a flood of orders fro 
African and Middle Eastern countries en 
is time round, 
the solution lies. closér to home. According 
to Euro-Construct, a. building consultanc 
the total volg of. construction in Euroy 
has grown by an average of over 496 in each 
of the past four years. Though this avera 








high interest rates in. Britain, Euro-C 
struct still foresees some. golden oppor “ut 


One isa united. Don Nearly ia 
fore 1919, compared with just 1996 i 
Germany. Many of the East Germ. 
tories that pump out over 5m tonne: 


molished and rebuilt. Sceptics who 














inks to Mem. 5 








But res over 90% of European 
tries’ construction business in the-ha 
domestic contractors, how can n fo 
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break into other markets? There are three 

possible strategies: 


e Bidding directly for contracts. According 
to an EC directive on public procurement, all 
public contracts worth more than 5m ecus 
must be put out on an open tender to any 
construction company from a Community 
country. The problem is that by trying to 
win large contracts in a country with which 
it is unfamiliar, a foreign firm may end up 
burning its fingers. 
e Buying a stake in a foreign contractor. 
This gives a foreign firm the expertise and 
contacts that will help it win business. But 
foreign targets tend to be costly. Earlier this 
year Bouygues paid a hefty Ptas 950m 
($9. 4m) for a 70% stake in Spain's Fercaber, 
a firm which had sales of just Ptas 2 billion in 
1989—a price-sales ratio of a hefty 0.7. Buy- 
ing abroad has other risks, too. Look at 
Hochtief, which bought 2596 of Rush & 
Tompkins, a British construction company, 
only to see it go into receivership in April. 
e Bidding in a joint venture with a national 
partner. Most contractors have preferred 





this route. GTM-Entrepose, a French firm 
controlled by Dumez, teamed up with Brit- 
ain's John Laing to win the contract to build 
and operate the second Severn-river cross- 
ing in Britain. France's Fougerolle and Ita- 
ly's Astaldi have formed a joint venture to 
build railways in Europe. Bouygues has a 
4.596 stake in Banco Central—which itself 
controls 3096 of Dragados, Spain's biggest 
builder. A future link-up between the two 
contractors seems likely. 

British construction companies are con- 
spicuous by their absence elsewhere in Eu- 


rope. Battered by high domestic interest 
rates, British builders have decided to play 
safe and stay at home. That is a mistake be- 
cause, while some of them escort foreign 
companies into their own backyard (via mi- 
nority stakes and joint ventures), they are 
getting nothing in return. If they fail to take 
a longer-term view and develop concrete Eu- 
ropean strategies, British construction com- 
panies will see their own national mark 
slowly demolished—and will miss out on ill 
burgeoning European one, too. 











- Herzogenaurach (you wil! need a 


France 1; West Germany nil 


BONN 


F IT was a Gallic plot to take the Teu- 

tons down a peg, it could not have 
been better timed. As West Germans 
went wild over their World Cup win on 
July 8th, word spread that the French 
were taking control of Adidas, a West 
German sports-goods empire. And France 
did not even get beyond the World Cup's 
qualifying stages. 

This is not the first time foreigners 
have muscled in on a famous German 
sports firm. Sweden's Aritmos: recently 
snapped up Puma, a smaller. local rival of 
Adidas. Even so the coup by Mr Bernard 
Tapie, a French socialist politician and 
businessman (see page 42) who is taking 
an 8096 stake in Adidas for DM700m 
($425m), is something special. 

Adidas has for decades been 
touted as a prime example of a spe- 
cial German strength—the canny, 
provincial, family-owned frm that 
is hugely successful abroad. Based 
in the Bavarian town of 


good map to find it), Adidas sells 
sports shoes, clothing and equip- 
ment in 160 countries. lts name 
and trademark are unmissable 
wherever athletes compete. It 
kitted-out most of the teams for the 
World Cup. So why is it slipping 
into the hands of Mr Tapie, usually 
a rescuer of corporate lame ducks? 

Adidas has been winded by the 
competition in what has become an 





64 


increasingly volatile, fashion-conscious 
market. Gone are the heady days of a de- 
cade or so ago when Adidas could regu- 
larly notch up sales growth of 30% and 
more a year. Nowadays, especially in 
America, it is being squeezed by high-fash- 
ion rivals like Nike, Reebok and LA Gear. 
Although it has chopped its workforce 
and concentrated production in cheaper 
non-German factories, it still ran up a loss 
last year estimated at DM120m on sales of 
DM4.6 billion. 

The firm's woes have been aggravated 
by a feud among its owners, the Dassler 
family. Inter-Dassler strife is nothing new 
in Herzogenaurach. Adidas owes its birth 
in 1948 to a bitter row which split two lo- 
cal shoemaker brothers, Adolf and Rudolf 





The Pach écóred too 





Dassler. Adolf (known as Adi, hence the 
brand-name) set up Adidas and Rudolf 
stomped off to another part of town to 
found Puma. They never spoke to one an- 
other again. 

As founder of an international spon- 
sorship and finance company in Switzer- 
land called ist Marketing, and later as 
chief executive of Adidas, Adolfs son 
Horst was one of the most influential fig- 
ures in world sport. Since his death in 
1987, at the age of 51, there has been al- 
most non-stop scrapping between family 
members with stakes in both businesses. 

So far the spotlight has fallen mainly 
on Adidas. Mr Tapie was able to step in 
because the late Horst Dassler's four sis- 
ters, each with a 2096 stake in the com- 
pany, were determined to sell—to anyone, 
it seems, except the Americans or Japa- 
nese. What will happen to the 2096 which 
Mr Tapie has not yet snapped up—but 


would dearly love to—is unclear. It 
is held by Horst Dassler's son and 
daughter, both livid with the four 
sisters for selling. 

The same warring factions pop 
up again in the case of isL, 51% 
held by the Dasslers through a 
holding company and 4996 by 
Dentsu, a big Japanese advertising 
group. Another target for the ac- 
quisitive Mr Tapie? Control of ISL 
would give him at least as much 
clout in international sport as 
Horst Dassler ever had. The prob- 
lem is that Horst Dassler's children 
own a third of the holding and 
have first option on the remaining 


shares held by the sisters. 
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| Taming the little dragons 


. The current-account surpluses of Tai aiwan and South Korea have nar- 
» rowed in the past two years. This is not o oie news for America; it 
themselves | 


is also in the best interests of the countries 








Reagan administration rebuked the Asian 
dragons—Hongkong, South Korea, Sin- 
gapore and Taiwan—for not. allowing 
their currencies to rise against the dollar, 


and for their expanding trade surpluses - 
with America. Since then some of the 


Asian NICs have changed tack. 


The export-led growth of the Asian 
NICs is one of the biggest economic suc- 


cess stories of the past 30 years: their GDPs 
have grown by an annual average of 8-996, 


their export volume by 1696 a year. If 


7 rapid export growth, a big current- 
account surplus and large foreign- 
exchange reserves (Taiwan has $80 
billion-worth) were a measure of 
economic success, then Taiwan 
would surely rate as the most suc- 
cessful economy of all time. 

The surpluses of South Korea, 
| Hongkong and Singapore are more 
recent than Taiwan’s. Until the 
mid-1980s the three were in deficit, 
with Korea amassing foreign debts 
of $47 billion by 1986. But by the 
late 1980s all ran current-account 

| surpluses of 5% or more of GDP. 

|.— Yetan external surplus is a poor 
measure of success. What matters is 
a country's ability to raise its living 

. standards while still investing 
enough to ensure future growth. 

|| Traditionally, the Nics have been 

- thrifty nations, ploughing all their 

savings into domestic investment. 
V But since the late 1980s investment 

~ has fallen short of savings, giving rise to 

current-account surpluses. 

A study by the Institute for Interna- 
tional Economics (ItE)*, first published in 
1987 but now updated, argues that the 
NICS’ policy of holding down their curren- 
cies and so accumulating external sur- 
pluses was misguided for three reasons: 
€ A current-account surplus diverts re- 

Sources from domestic investment into 
foreign assets. This makes sense if foreign 
assets yield a higher return than domestic 
investments, but since capital-to-labour 
ratios are lower in the NICs than in indus- 
trial economies the return on capital is 
more likely to be higher there. Large cur- 
rent-account surpluses are therefore an in- 
efficient use of resources. 
€ An undervalued currency makes it 


" a 


-harder to. upgrade a country's exports - 


| | from low-skilled, labour-intensive goods 
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T OUPLE of years ago, when Ameri- | 
€a's trade deficit was at its peak, the 





to goods using more capital and skill— 
which is essential for future growth. 
@ Large surpluses are likely to incite pro- 
tectionist action from trading partners. 
The main reason for the NICs’ bur- 
geoning trade surpluses in the second half 
of the 1980s was considerable undervalua- 
tion of their currencies. After September 
1985, when the big industrial countries 
agreed to drive the dollar down, the yen 





and the D-mark rose by 25-3096 against 
the dollar over next two years. But the 
four Ásian currencies remained pegged or 
closely tied to the dollar, giving exporters 
large gains in competitiveness in real 
trade-weighted terms. 

The nE argued in 1987 that it was in 
the best interest of all four countries to al- 
low their currencies to rise, by 15-25% in 
Taiwan (in real trade-weighted terms) and 
by 10-1596 in the other three, in order to 
move towards current-account balance or 
even into deficit. The study also favoured 
expansionary fiscal and monetary policies 
to boost domestic demand, and import 
liberalisation in South Korea and Taiwan. 

Taiwan and South Korea have heeded 
this advice (mainly because they were un- 
der the most protectionist pressure). 
Since 1986 the-Korean won has risen by 
24% against the dollar and the New Tai- 


emm 






wanese dollar by 40%, resulting in a 20 20% 


'and from 24% to 13% in Sc 


^ less fierce. South Korea 8 de pde : 


boost domestic demand. 


* Adjusting to success: balance of payments policy in 








































appreciation in their trade-weighted 
change rates. Korea and Taiwan have a 
opened their: doors: ‘average tariffs ha 
been cut from 28% to 1096 in Taiwan, 5 
uth Korea. . 
Ás a result the two. dragons now look - 




















in its eur 1987 Veri a 
Taiwan’s current-account MET 
also shrunk, from 20% ofc GDP in aed | 








its economy, and the IIE' 8 updated & st 
recommends another 10% ap : 
cf its currency along with further trac 
liberalisation and public investment. t 


While Taiwan and South Kor! are 
mending their ways, Singapore and 
Hongkong are becoming the ne 
culprits. As a percentage of ODP 
Hongkong and Singapore are both 
expected to have bigger external . 

 Surpluses than Taiwan and South | 

— Korea this year. The main reason is. || 
that while the Hongkong dollar has- 
been pegged to the dollar, and the _ 
Singapore dollar has risen mod- ` 
estly, their real (inflation-adjusted) - 
exchange rates have fallen. 

The nE argues that the Singa- - 
pore dollar needs to rise further - 
against the dollar and that the gov- | 
ernment should boost domestic de- || 
mand by cutting forced savings. || 
Hongkong’s vast current-account 
surplus might suggest similar cur- 
rency advice, but after the blow to. 
confidence from the Tiananmen 
Square massacre, squeezing export- 
ers now could risk recession. — 

Whatever happens to the drag- 

ons' total external surpluses, Americans 
will still concentrate on their bilateral bal- 
ances with the United States. All four 
have trimmed their trade surpluses with 

America, from a combined $34 billion in 

1987 to $24 billion last year; but that still 

made up almost a quarter of America's 

deficit. Last year Taiwan's surplus with. 

America was $13 billion, bigger than its 

tctal currentaccourit surplus, as was 

South Korea's. So the snag is that even if 

the NICs’ current-account surpluses disap-. 

pear, their patterns of trade will mean that. 
they are still likely to have surpluses with 

America. American protectionists may 

continue to grumble, but this time the 

dragons will be right to roar back. 


East. Asian NICs; by B. Balassa and J. Williamson. H 
paver 17, revised April 1990. 








Vireless has specialised in international communications | 


Spanning the world, Cable. & Wireless's Global Di 
















_ AROUND THE PACIFIC 








Hong Kong Telecom's 18,000 employees 
provide one of the most^modern tele- 


_ IN AMERICA di CMM 
ee Mes . phone services in the world, with more 





ET 


Over 60,000 business customers in the . than one phone for every two of Hong 
USA have chosen Cable & Wireless | .Kongs 542 million people. Cable & 


Communications Inc for their long dis- Wireless also has a major holding in 





tance telecommunications. Our digital. IDC connecting customers. in Japan to 





system spans the States from Coast to the world via satellite and cable. | 
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j loser, coser. 


AN AGREEMENT to fhe die world’ i 
k $600 billion-worth of trade in services 
within grabbing distance at the Uruguay 











hope this could be the carrot that finally in- 


n the issue of farm subsidies, notwithstand- 
g European mulishness in Houston this 
eek. Agriculture accounts for less than 396 
the Community's GDP; services for 65%. 

















































advertising firms can compete with any 
world, given the chance. | 
‘he services talks have come a long way 


zenda of the Uruguay round in 1986, in the 
seth of opposition from developing coun- 





n July 16th by Mr Felipe Jaramillo of Co- 
lombia, chairman of the services group, will 
probably have the broad support of most 
ch and poor countries. Even so, there will 
be some hard bargaining when top trade of- 


before the anat trade talks end in De- 
ember in Brussels. 

_ There are two main reasons s why devel- 
ping countries have dropped their outright 
Opposition to a services accord. First, the 


give poor nations a slow lane in which to 
ibo while they boost their domestic 
rvices by strengthening their "efficiency 
d competitiveness". Second, developing 
ountries have realised that they have extra 
gaining power by trading membership of 
tvices agreement for concessions by the 
est on. agriculture and textiles. 


argue about. The first is coverage. Amer- 
and Japan are under pressure from indus- 
lobbies and finance ministries to keep 


ing the EC) want everything 
es for these industries. - 


. Specific s 
balance. Most countries think the gen- 





ransport and telecommunications. Thus in 





und of GATT (General Agreement on Tar- — 
iffs and Trade) talks in Geneva. Negotiators " 


duces the European Community to budge | 


lost European farmers are hopelessly inef- 
ent and. subsidy-dependent; Europe's. 
iks, insurance companies, consultants ` 


ce America forced the subject onto the - 


ries. The first draft of a General Agreement _ 
on Trade in Services (GATS), to be presented ` 


ficials meet in Geneva the following week to. 
thrash out an outline package deal on all 15 
ssues under negotiation, ready for polishing | 


est is ready to agree on special rules that 


. Nonetheless, there are still several issues - 


viation, maritime transport ‘and bank- 
liberalisation accord. Other 


overed, even if that means writing special 
ctoral rules are also still in 


ral framework rules will need modifying for. - 
nancial services, civil aviation, maritime. - 


nancial services ee rules will allow for chan i 






World exports. 
‘Of services 






‘discrimination between trading partners 
will be waived for aircraft-landing rights, — 
ators are confident that by December u 


which cannot sensibly be extended to all- 


comers. The EC, controversially, also wants 
special rules on audio-visual services, so it 


can legally eer imports of non-European 
(ie, American) television programmes. 

All countries signing the GATS will have 
to make initial commitments on those ser- 
vices they are prepared to liberalise straight 
away. Poor countries will not be expected to 


Justice of the PC 


NEW YORK 


[UST as H&R Block i upset Ameri- 


‘can accountants by providing cheap- 


tax advice for the middle-class masses, 


. sö Hyatt Legal Services has upset Ameri- 


- can lawyers by doing the same for legal 
advice. Undeterred by lawyers' grumbles 
about its services and its aggressive ad- 
vertising, Hyatt has gone a provocative 
step further. As well as providing over- 
the-counter legal advice to clients who 
walk into its 160-odd offices at shopping 
centres around the country, it is market- 
ing a software package that gives owners 
of personal computers direct access to le- 

gal assistance. 
Home Lawyer is being sold through 


Egghead Discount Software, a chain of | 
shops set up for people ‘ ‘who didn’t 


know the difference between a micro- 
chip and a potato chip". The programme 
carries a suggested retail price:of $119.95 
and can create 16 of the most frequently 
requested legal documents, including last 
-wilis and testaments, bills of sale, residen- 


. tial leases and employment agreements.. > | 
^ To start preparing a document, the 


x user selects a document title from the 
main menu on the screen. The program 
“then. starts. a question-and-answer ses- 


sion with the user to collect the informa- 
tion necessary to draft the document. 


wants the richer devéloping n nations to open 
up their markets where they are strong (eg, - 








industry). 


5 outh : : Korea's: construction 








^ America and the EC say they will not apply 
* GATS benefits to countries which in their: 
S4 vi ew afe no t doing. enough to open their è 
markets. In an opening shot, the Bush ad- 


ministration has submitted specific de- 
mands to the EC and 25 other nations to re- 
move barriers to imports of American 


services (including TV programmes). 


Institutional arrangements may cause 
a rift, too. Western countries want GATS and 
GATT to run in tandem, sharing the same 


. disputes procedure, perhaps under a new 
- umbrella trade body. Developing nations 


fear *cross-sanctions —the ability to, say, 


raise tariffs on Korean textiles in retaliation 


for Korea's barriers to insurance services. 
: Despite these problems, service negoti- 


framework of GATS will be ready (give 
take a few crucial decisions that ministers 
will have to take). Better still, countries pre- 
pared to sign the accord should already have 
negotiated a list of initial liberalisation com- 
mitments. But overall success still hangs on 
how the EC plays its hand on farming. 





The program comes with idiot-proof 
"help" screens, a glossary of legal terms 
and a users' manual. Home Lawyer is re- 
assuringly bossy. If you leave money to a 
14-year-old niece in your will, the pro- 
gram will point out that, as a minor, she 
cannot collect until she comes of age. 

It is proving popular with small busi- 
nesses. Many could not afford the ser- 
vices of lawyers anyway: they relied in- 
stead on a do-it-yourself legal guidebook | 
kept under. the counter. Now they can 
use Home Lawyer to draft such things as 
dunning letters, requests for. credit re- 
ports and bad-cheque notices. 





Bombardier 


That gentle Canadian touch 


MONTREAL 


8 SHOCK treatment always the best way 
ut corporate cripples back on their 
bardier, a Quebec-based maker of 
equipment, thinks not. Over the 
t five years it has paid knockdown prices 
or several limping companies. It is nursing 
them back to health, not by drastic 
rëstructurings and mass firings, but by en- 
couraging managers to try different restor- 
ative treatments. In so doing, Bombardier, a 
family-controlled firm, has transformed it- 
self from a struggling maker of snow vehicles 
(best known for its Skidoo motorcycle-on- 
skis) into a leading firm in the iota and 
railway-equipment industries, 
ardier's revenues should top C$3 
1($2.6 billion) this year, a sevenfold in- 











Last year's model 


crease since 1985. The group now makes 
subway carriages for New York City, mono- 
rail cars for Disneyworld, and is part of the 
consortium building locomotives and car- 
riages for the Channel tunnel. Its aerospace 
division is a large sub-contractor to Boeing 
and Airbus, sells a wide range of business 
jets and is building what it claims to be the 
world's first small "commuter" jet. 

— « The latest patient in the Bombardier re- 
covery ward is Learjet, an American busi- 
ness-jet maker which it bought for $75m in 
April from Integrated Resources, a bank- 
rupt financial-services group. Bombardier 
plans to treat Learjet (which has sales of 
some $300m a year) with the same medicine 
it has administered to its other acquisitions. 
‘These include Short Brothers, a Northern 








‘Ireland aerospace and defence contractor 


sold to Bombardier by the British govern- 


ment in June 1989; Canadair, a business-jet. 
maker bought from the C anadian govern- 


ment in 1986; ANF-Industrie, France's sec- 


ond-biggest railcar manufacturer; and BN, a: 


Belgian railway-equipment maker. 


All of Bombardier’s purchases are sill | 
id rewarded with huge debt write-off 





under much the same management they hac 


when it bought them. True, it did parachute .. | 
a new “marketingorientated” chief execu- 


tive into Canadair; but the only man sent 


into Shorts from Montreal is a mid-level.ac- ^ 


countant who will help the Belfast-based 
firm adapt to Bombardier's accounting sys- 
tem. Mr Raymond Royer, Bombardier's ani- 
mated president, insists that he will make no 
changes to Learjet's management. 


Bombardier prefers to cajole existing 
managers into taking a fresh look at the way 
they run things. The production-planning 
system used by Bombardier's railway-car- 
riage factory east of Montreal is being in- 
stalled at both Canadair and Shorts. Pro- 
duction efficiencies at Canadair have been 
boosted by a new plant layout designed by 
Bombardier. At Shorts, which Mr Royer vis- 
its twice a month, directors have been qui- 
etly urged to do away with their executive 
dining room and spruce up the dingy cafete- 
ria used by the rest of the workforce. 

With the help of frequent seminars and 
plant visits, Bombardier aims to get its new 
subsidiaries to  dovetail their talents. 
Canadair will testfly new aircraft at 
Learjet’s. airfield in Wichita, Kansas. 
Learjet's under-used factories may also build 





E high-speed commuter trains. ;. Sho ; 


‘gis the transport freien in fh er 
when Joseph-Armand Bombardier ` 
P verted a Moda Fordi into a spovmoli 
: hà shows 1 no- maaan to | 


: $300m for its three aerospai 
^ nies off the Canadian and British 


Challenger business jet, has involved 
new spending on research and de 
-ment. Canadair spent $1.3 billion de 
ing Challenger, but most of that was s 


bought the firm. 
> bought to make and market France's TG 

high-speed train in North Ámerica. Interes 
governments is expected to report this at 


Swedish-Swiss engineering group. If it wing, 


Canada’s: federal and provincial govern 


On their shou à 


firms, plus hungry newcomers fror 
| Korea and Taiwan. The result cot 























































sign and' build several component 
Canadair's 50-seat RJ commuter jet, i 
enter service in late 1992. vi 


with its money. The company 


in the case of Canadair and Short: 








other financial help for taking the 


ments’ hands. Similarly, Bombardier 
3J aircraft (for: which it already has 13 
ders); an extended version of. Canada 


off by the government when Bombar 


. Bombardier is pinning such: 4 o 
hopes for the future on the rights it^ 


in such fast inter-city trains: is. growing i 
both the United States and Canada. A com 
mittee set up by the Ontario and Quebec 


tumn on the feasibility of a high-speed ra 
link between Toronto and Montreal. Bom- 
bardier is crossing its fingers and hoping 
that Canadian nationalism will give it: the 
edge over a competing proposal from ABB, a 


Bombardier is once again relying on the 


ments to stump up a big wad of cash—th 
time almost a third of the EE 3 billion ca cos 
of the DES | 


cue DRAM chips _ 


TOKYO .— 


FE APAN'S semiconductor manul 

seem about to repeat the costly 

they made in the mid-1980s. With ^ 3 
demand for memory chips down by a: 
ter this year, Japan’s leading produc 
DRAM (dynamic random-a 
chips are all out to grab a la 
market when the silicon cycl 
trouble is that five big electron 
(Toshiba, Hitachi, Nec, . Fujit 
Mitsubishi: Electric) are allpoiséd 
same in Japan alone. Also competing 
slice of the DRAM market is a handful 
American and. European. semiconduc 

























semiconductor . companies. | 
swamped the market with 
chipmaking capacity they al- 
most bankrupted themselves. 
That was five years ago. They 
were bailed out by the Ameri- 
can government, which - 
forced them to stop dumping 
and to raise their DRAM 
prices around. the world. If 
the chipmakers do it again 
they will jeopardise their re- 
cent return to profitability— 
and have another big trade 
tow with America on their hands. 

. The chip business is a matter of vidi 
learning from experience and forward pric- 
ing. The greater the investment a manufac- 
turer makes in semiconductor plant, the 
more chips it can turn out. The higher its 
output, the lower its unit costs and the 
greater its operating experience. That trans- 
lates, in turn, into higher yields and still- 
lower unit costs. The secret is to have manu- 
facturing capacity in place before the 















surge in demand. The prize goes to the man- 
- ufacturer who can flood the market first. 

— x Japan's leading DRAM maker, Toshiba, 

: believes that the industry's mainstay, the 1- 

. megabit chip that stores more than 1m bits 
_ of computer data, is about to become obso- 
lete. The workhorse memory device will 
then be the 4-megabit chip. Hitachi, NEC, 
Mitsubishi Electric and Fujitsu have no in- 
tention of letting Toshiba scoop the 4-mega- 
bit pool as it did the l-megabit one. 

< This time round the five Japanese com- 
 panies have matched each other yen for yen 
-in developing new semiconductor know- 
how. Between them they spent about Y440 
billion ($3.2 billion) last year just working 
out how to make the new 4-megabit version. 

This year they will spend the same again on 
factories to mass-produce it. 7 

_ The chipmakers want to use the 4-mega- 
bit chip to spur a market recovery. The 1- 





chip (less than half its price last year). The 


an gy 














































competition, then cut prices ahead of the 


megabit device now sells for only $6.60 a 


in limited production, has a 
price tag of $40. The whole- 
sale switch from one DRAM 
generation to the next usu- 
ally occurs when their cost- 
per-bit become much the 
same. To get the 4-megabit 
chip's price down to $25 or 
so means quadrupling pro- 
duction—or more. i 
Toshiba reckons that it 
has cracked 4-megabit tech- 
nology and is ready to press 
ahead with a brand-new fac- 
tory at Yokkaichi, 190 miles 


west cof Tokyo. The plant should produce 


2m 4-megabit DRAMs a month by the end of 
the year. With that kind of volume, pundits 
expect Toshiba to have driven the 4-mega- 
bit DRAM's price down to $25 by December. 
Hitachi, Toshiba's closest rival, says that it, 


too, could be producing 2m units a month 


from its various 4-megabit plants by the end 
of the year. If all five of Japan's leading 


 DRAM-makers increase their 4-megabit pro- 


duction facilities at the rate planned, Japan 
will have the capacity to produce more than 






| Will the market absorb that sang! Not 


JA according to Dataquest, a Californian mar- 


ket-research company. It expects demand: 
for the 4-megabit chip to be 23m units at 
best this year—well below total output. Priv 
vately, Japanese DRAM manufacturers fret 
about the health of their biggest customer, 


the American Pc industry. They also fear’ 


that South Korean chipmakers may start 


cutting their l-megabit prices aggressively, 


pulling the rug from under the Japanese 
firms’ 4-megabit feet. 

Salvation for the 4-megabitters may be 
some time coming. A new generation of 
software—designed for easier use, but need- 
ing much more memory than today's less so- 
phisticated programs—is slowly winning 
over PC users. The growing popularity of la- 
ser printers and colour photocopiers is in- 
creasing the demand for big DRAMs as well. 
In the meantime the supply of 4-meg 
chips is set to run well ahead of dem: 
throughout the coming year—which mears 
that prices will tumble faster than makers 
openly predict (see chart). American trade 
officials could have another busy 12 months 


ahead of them. 





Czechoslovak motorcyles 


In need of a kick-start 


TYNEC AND STRAKONICE 


HE writing was on the wall when 


Antonin Novotny, a Czech communist 
leader, said in the mid-1960s that his coun- 
try was "not going to enter socialism on 
motorcyles". Czechoslovakia’s | 

nowned motorcycle industry is in tatters. 
With the country taking its first steps to- 
wards a market economy, motorcycle mak- 
ers now hope to ride back into town. 

It will not be easy. Czechoslovakia's mo- 
torcycle industry was torn apart by years of 
central planning. Although its two main 
producers, Cz and Jawa, used to sell motor- 
cycles all over the world, the planners forced 
them to work together instead of making 
competing machines. Now Cz sends engines 
and other parts to Jawa, which assembles a 
single, geriatric model for barter with one 
large and shaky customer, the Soviet Union. 
Under the communists, only cheap, simple 
motorcycles were wanted. Innovations were 
considered unnecessary, even ideologically 
unsound. 

In a gradually freeing stet this looks 
like a route to annihilation, as sure and swift 
as the death blow that Japanese motorcycle- 
makers will deliver if they get free access to 
the markets of Eastern Europe. How buoy- 
ant those markets turn out to be will depend 
on whether economic reforms eventually let 


. consumers afford new and sophisticated 
E bikes. That could be years away. CZ and 


onceTe- - 


Jawa, like many other manufacturing firms 
in Czechoslovakia, are impatient to secure a 
new future now. 

Although the lapanese are seen as a 
threat, they could also offer the industry sal- 
vation. The four big Japanese motorcycle 
firms—-Yamaha, Honda, Kawasaki and 
Suzuki—have been sniffing around bott 
Czech companies’ factories. Talks are 
held about possible partnerships. And th 
Japanese are not the only visitors. Jawa is 
also talking to Cagiva, an Italian maker of 
mopeds and motorcycles. 

Any potential partner will find the go- 
ing uphill. Jawa is based in a scruffy factory 
at Tynec, a small town about 25 miles south 
of Prague. The firm puts together around 
100,000 motorcycles a year, most of which 
are packed into the wooden crates that litter 
the factory's main yard before being shipped 
to the Soviet Union. 

Mr Jan Cernohorsky, Jawa’s boss, says 
that the company aims to produce a modern 
motorcycle by 1992. Alone, it does not have 
the facilities or the capital to do that. Its en- 
gine-production equipment, for instance, 
has been transferred to cz. Mr Cernohorsky 
has little to bargain with, apart from the 


skills of his 2,000 employees and a faded 
` brand name. He knows that potential part- 
ners—especially the Japanese—could decide 
that if they want to build motorcycles in 





Eastern Europe, it might be easier to start 
somewhere from scratch. 

If Jawa folded it would hurt but not de- 
stroy CZ, which is based at Strakonice, an 
industrial town near the Czech border with 


Pieces of 1-2-3 


OFTWARE piracy is something the 

computer industry needs to make up 
its mind about. Publicly, it moans that pi- 
racy costs it lots of money. Privately, it ad- 
mits that laws against piracy annoy cus- 
tomers and could make it harder to 
develop products. That is why an EC direc- 
tive on the subject, given its first reading 
in the European Parliament on July 11th, 
has prompted furious debate. 

Copying software, like drinking and 
driving, is something that everybody dis- 
approves of and most people do at least 
once. Of 300 pc-using managers ques- 
tioned earlier this year by MORI, a market- 
research group, 5596 admitted to copying 
software illegally. The Federation Against 
Software Theft (FAST) estimates that in 
Britain alone software publishers lost 


£300m ($540m) to software pirates last 
year. 

Huffing and puffing aside, losses from 
piracy are probably smaller than produc- 
ers say. FAST assumes that today’s pirated 
disks would be translated into legitimate 
sales if piracy were stamped out. In fact, 
customers might simply use fewer pack- 
ages—or even fewer computers. More- 
over, the computer industry's efforts to 
stop illegal copying look unconvincing. 
Software publishers refrain from writing 
blocking devices into their programs—an 
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West Germany. It started, in 1919, as a bicy- 
cle maker, progressed to motorcycles and 
became a big arms-producer during the sec- 
ond world war. The company secretly devel- 
oped new motorcycle models during the war 


easy way to prevent copying, but one 
which annoys conscientious users making 
legitimate back-up copies. Sending in PC 
Plod to sniff out samizdat disks is hardly 
the best way to win new customers, so user 
prosecutions for software piracy are rare. 
Most cases are settled out of court. 

The Ec’s directive on computer copy- 
right is designed to tighten and harmonise 
legislation between member states: Its op- 
ponents are not hackers and pirates but 
the software-houses themselves. In order 
to build “interoperable” software pack- 
ages (packages that can run on a variety of 
computers in concert with a variety of 
programs), programmers need to take 





BUSINESS 


so that it could restart production as soon as 
hostilities ceased. 

Unlike Jawa, Cz has steadily diversified. 
Only a fraction of the firm’s 7,000 employ- 
ees build the mere 2,000 or so racing motor- 
cycles it now sells each year. Supplying mo- 
torcycle components to Jawa now accounts 
for 15% of Cz’s annual sales of about 2 bil- 
lion koruna ($126m at the official exchange 
rate); making gearboxes for Skoda provides 
a further 40%. Most of the rest comes from 
all sorts of engineering activities, such as 
making turbochargers for lorries, machine 
tools, precision engineering equipment and 
industrial robots. 

Although some of €2’s factories are the 
worse for wear, it has several modern work- 
shops fitted with up-to-date equipment. Un- 
like Jawa, Cz has the potential to make just 
about anything—it quickly produced proto- 
type generators and chain-saws to impress 
one group of visitors. It is this manufactur- 
ing flexibility, not its motorcycles, that is 
most likely to attract foreign investors. West 
German engineering firms are likely to be 
among the first. But Mr Josef Silovsky, cz's 
commercial director, and his managers still 
hope to make motorcycles. It is a dream they 
will not give up easily. 





other companies’ programs apart to see 
how they work. This process, called “re- 
verse engineering’ in computer-speak, 
will be outlawed under the directive un- 
less an amendment specifically to allow it 
is introduced. 

Lobbyists fall into two camps. Compa- ` 
nies with no established proprietary sys- 
tems software of their own (systems soft- 
ware, such as DOS, behaves like a 
computer's bureaucracy), complain that 
unless the directive allows reverse engi- 
neering, they will have difficulty in devel- 
oping new applications software—since 
their programs draw on their competitors’ 
systems products. This group is led by Ja- 
pan's Fujitsu and France's Bull. Those 
companies whose proprietary systems 
software already have a big slice of the Eu- 
ropean market, like America's IBM, DEC 
and Apple, and West Germany's Siemens, 
argue (predictably) that a loophole for re- 
verse engineers is also a loophole for 
pirates. 

Lawyers grouse that the directive is 
badly drafted. Clauses contradict each 
other; terms like "interface" and even 
"program" are left undefined. The wool- 
lier an EC directive, the more freedom in- 
dividual EC governments have to frame 
their own legislation as they choose. Lob- 
byists, take comfort: like many Ec laws the 
directive on software protection may end 
up causing more fuss in Strasbourg than 
in real life. 
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Curbed drills 






soaring oil imports and Pumping 
make life a misery for America's 
are falling on deaf ears 





OR as long as anybody can remember, 
American oilmen have wrapped them- 
selves up in the Stars and Stripes to warn 
that the United States is becoming reliant 
-on supplies of foreign oil. What they pre- 
icted is now happening (see chart), but it is 
ot doing oil lobbyists much good. They are 
finding it hard to get the Bush administra- 
ion and Congress to read their lips as they 
argue against increased taxes on petrol and 
in favour of more flexible environmental 
ontrols and bigger incentives fot domestic 
jil exploration. 

: It is not as if the oilmen are short of ma- 




















study by Arthur Andersen on the 236 pub- 
icly-owned companies that each have at 
east 1m barrels of oil and gas reserves. The 
ccountancy firm found that in 1989 three 
things happened to these oil companies for 
the first time: their foreign oil reserves ex- 
ceeded their domestic reserves; they got 
more oil from abroad than at home; and 
hey spent more on exploration and devel- 
pment outside America than in it. 

These findings tie in with official statis- 
tics showing that oil production in the 
United States fell by 6.3% last year to its 
lowest level since 1963, a time when domes- 
tic demand ran at about half of today’s level. 
\ country that produced 90% of the oil it 
onsumed 40 years ago looks set to import 
bout 70% of its oil by 2000. 

Improved recovery techniques, horno 
i drilling, three-dimensional seismic sur- 
veys and other technological advances may 
ow that trend, but they will not reverse it. 
merica has had a century of high produc- 



























prices are e combining to 
Imen. Their pleas for help 


boom of the late 1970s and ~ 
‘early. 1980s, when the oil 
price’ soared above $30 a 


terial. They can cite a soon-to-be-published ` 





tion from its relatively small 
reserves. Even production 
from the big oilfield on 
Alaska’s North Slope is be- . 
ginning to slow down. 
Other less explored parts of 
the world offer oil compa- 
nies better prospects of big 
new oil strikes. - 
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barrel and up to 4,000 rota- 
ry rigs were drilling for oil, 

is DF memory. 
Sd oil prices have 
caused the industry to do less prospecting 
and driling. In each year since 1986 the 
number of active rigs has averaged fewer 
than 1,000 (see chart). Many once-ebullient 
"independent" producers—the individuals, 
partnerships and small- to medium-sized 
firms that drill 8596 of all wells in the United 
States—have quit the business. 

A swift recovery will be hard to stage. 
The old rigs, says the Independent Petro- 
leum Association of America (IPAA), are no 
longer being mothballed until the good 
times roll around again. Lots are being dis- 
mantled. After long periods of idleness, the 
men who use to work them have left the 
oilfields of Texas, Oklahoma and Louisiana 
to look for jobs in other industries. 

Fewer students are enrolling for oil de- 
gree courses at American universities. At 
the University of Texas at Austin, for in- 
stance, only about 25 petroleum engineers 
are coming on to the job market each year. 
In the heady days when there was talk of 
$60-a-barrel oil, it used to be 200 or more. 


Petroleum engineers still command more 


money than other engineers—on leaving 


the University of Texas they are paid an av- 


erage gross starting salary of $3,019 a month 


compared with $2,750 for mechanical engi- 
neers. But this premium is now starting to 
come under pressure. 

During the second quarter of this year 
shares in all manner of oil firms. declined: 
those of the internationals (such as Exxon 
and Mobil) by 396; of the independent com- 
panies (eg, Anadarko’ and Oryx Energy) by 
7%; and of the domestic oil firms (eg, 
Amoco and Unocal) by 9%. 

Why, then, are oil lobbyists finding it so 
hard to win over politicians? Their ideas for 
bigger incentives—ie, tax breaks—for oil ex- 



































ploration are badly aed 
when the talk is of budget 
stringency. As for their 
- campaign for more flexi- 
ble—for which read lax— 
environmental ^ controls, 
they can blame their woes 
on the Exxon Valdez, and 
lim barrels of crude oil 
spilt off Alaska's coast. 

Oikindustry insiders 
say that President Bush is 
keen to help his old friends 
in the oil patch, but that he 
is also the sort of wet-finger 
politician who habitually 
tests, and reacts to, changes 
in the public mood. The 
Valdez spill, or rather Ex- 
xon’s arrogant reaction to 

, fuelled the American 
public’s hostility to the g 
industry. This undermin 
Mr Manuel Lujan, the sec- 
retary of the interior, who 
had campaigned publicly 
against moratoriums on oil 
drilling. President Bush overruled his advice 
when he decided in June to stop any oil drill- 
ing along environmentally sensitive areas of 
the Florida and California coasts until at 
least the end of this century. 

The IPAA also faces an uphill struggle 
trying to persuade Congress and the admin- 
istration to opt for a tax on oil imports, 
rather than an increase in the present nine- 
cents-a-gallon federal excise tax on petrol, as 
a way to narrow the federal budget deficit. A 
split in the oil industry handicaps the iPAA's 
efforts—the international oil giants are less 
keen on an import tax than oil companies 
that are primarily domestic producers. 

The relative complexity of import taxes 
is another handicap. As well as undermin- 
ing America’s push for a freer world tradi 
system in the Uruguay round of GATT tra 
talks, the import duty would require an 
army of bureaucrats. Canada would have a 
strong case under the North Ámerican free- 
trade agreement for its oil to be exempted 
from import taxes. The United States would 
also have to take account of the hardships 
an import duty would cause for Mexico, 
Venezuela and oon Latin American 
producers. | 

In contrast, says Mr Bernard Picchi, oil 
analyst at Salomon Brothers in New York, 
taxes on petrol offer several advantages. 
Environmentalists like them, they have an 





. immediate effect on consumption, they raise 


large sums for the federal government (each 
cent-per-gallon increase produces $1.1 bil- 
lion of extra revenues) and they are much 
easier to administer. That does not mean 


they will be easy to introduce. Americans 


are still deeply in love with gas-guzzling cars 


' and this is an election year. 
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1988 1989 








Premium Income à 2,524.9 





. Investment Income aa | 484.2 608.5 





Claims, Maturities, surrenders and annuities 1,125.7 1,366.4 




















































General business technical reserves 2,224.1 2586.6 | 
Life business technical reserves m 2,254.8 2,813.9 
Ensured capital in Life business | 13,919.7 15,404.1 
Share Capital — . -. P E 155.0 217.0 
General Reserves 995.7 1,316.6 
Profit for the Year — | |. 61.0 136.2 
he main f gure: for the year are high- PREMIUM INCOME SALES OF THE 
shted in the 4 ables, | OF THE RAS GROUP EM RAS GROUP 
: IN ITALY AND ABROAD Premium Income breakdown in 1989 
(in billion lire) n (in billion lire) 


| RAS (in Italy 
600 
and abroad) ............. 2,524.9 


pe 2 5 o Other Italian Group 
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aggregated 
5430 bn. 


704.2 










n. pressed a for- 

eign die. in Japan about his 
business, you. would. probably have got a 
woefully gloomy answer. Although the To- 


-kyo stockmarket was then booming as never. 


foreign houses felt excluded, win- 
f the. local investors' business 
ed with extravagant running 
oday, the story is reversed. Tokyo's 
_ market has collapsed. and trading volumes 
-have slumped. And as Japan's securities 
houses ponder an uncertain future, gaijin 
‘brokers walk the capital with a spring in 
their step. The once-disdainful locals have 
come to like the bags of investment tricks 
that American and British firms, in particu- 
lar, now unpack before them. 

One measure of success is the share of 
trading on the Tokyo Stock Exchange (TSE) 
accounted for by foreign brokerages. It has 

. doubled to 8% in one year. Much of the in- 
crease has come from handling business by 

` Japanese institutional clients. 

— While Tokyo's stockmarket rose: ele: 

. lessly during the 1980s, Japan's fund. manag- 
ers had an easy time. The stockbroking corn- 
missions that they paid out to the big four 

-Japanese ^ securities — houses—Nomura, 
Daiwa, Nikko and Yamaichi—were their 







; before Ec 








membership fee into the charmed circle of 


are ramps and insider tips from which for- 





1e locals a trick 


. eigners were excluded. Yet charmed andes 


do not guarantee performance. Ever when 
the stockmarket was rising, Japan’s fund 
managers were coming under. closer scru- 
tiny. Now that the market drifts aimlessly 
following its steep fall at the start of the year, 
fund managers have been forced to think of 
more rigorous ways to. invest. Foreign bro- 
kerages, with their greater skills in analytical 
stock research, hedging techniques and the 
trading of baskets of shares, offer ar: entic- 
ing alternative. 


Market share is translating into ironi, . 
The 45 overseas firms that have been op- 


erating in Japan since at least 1986 more 
than doubled their combined pre-tax in- 


comes last year (see table on next page). 


Mighty Salomon Brothers, with ¥14.9 bil- 


lion ($105m) in pre-tax profits, accounted — 


for a third of the ¥44 billion earned by all 
the foreign brokerages in Japan. "Morgan 
Stanley consolidated its position as the 
number-two foreign house ahead of Baring 
Securities, which is the biggest secondary- 
market trader of lucrative Japanese equity 
warrants. Before they collapsed this year, 
warrants were a bonanza for many. 

Some gaijin houses have been making 
handy profits for several years, but have sen- 
sibly chosen to book their more profitable 
trades offshore where possible. Others have 


erations elsewhere in the Pacific. Now 
of the firms feel it is time to-cor 
declaring their profits and. payin 


; erably understate their recent succes 


~ market by Salomon, Morgan Stanle 


tures got under way in Japan only in Sep 
- ber 1988. American houses have br 


cash and futures - 


.ders. Japanese fund managers, particularl 
those that resent the power of Japan's big. 
- four, have been. impressed. Foreign securi 
ties firms have cashed in further by sellin 


as a means of protecting their porte 
- against renewed falls on the TSE. 2» 


the Japanese brokerages has always been 


ably, though, brokerages have kept them 
isolated from. the sales desks and: tradi 


. times way out of town. Their research ha 
.. always been more descriptive than anah 
cal: Japanese firms have preferted to u e 
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pitches. Foreign analysts are now wi 


ain’s Kleinwort Benson, S.G. Warb 
.. James Capel, are adamant that the 
market is changing for good. They sa 


style research, so the argument runs, 


dle their businesses just as the corpo 


ore do e. If so, there will: b 




































their Tokyo offices with costs from t 


Japan. Even so, the declared pro 
foreign houses, including Salo mo 


. Japanese pundits, including th 
ministry, prefer to credit the foreign 
boost in profits to the powerful ar 
trading programs deployed in the 


Goldman Sachs. Trading i in stock-ind 


their extensive experience and big comp 
programs to bear on Japanese stocks; searc 
ing out valuation discrepancies between 
markets and executin: 
thousands of instantaneous buy-and-sell or 


them derivatives such as long-dated option 


Most gaijin houses, however, pin thei 
hopes on the quality of their stockmarket re- 
search. In comparison, the great strength o 


their sales networks. The big four have no 
been short of talented research staff; Invari 


floor—mostly in different. buildings, so 








more for prestige than for. making 


respect for their independent views. 
tailed arguments. Two of Japan's top 
alysts this year are foreigners: Mr Ch 
liott of Goldman Sachs and ^ 
Roscoe of Warburg Securities. 
The best research houses, such. 


increasingly driven less by rumour and 
by companies' earnings potential. We 


benefit from this. Some senior Ameri 
and Europeans. are also. salivating at 
they reckon is Japan’s coming econo 
phase: a wholesale corporate restruct 
in which inefficient conglomerates i 


hemoths in America and Britain 
































Inured to it, old boy 
That prospect underscores the need for 
gaijin houses to build local roots as well as to 
mport clever financial techniques. Ameri- 
čan and British managers, inured to the 
complicated Japanese ways of winning busi- 
less and—just as important—of dealing 
vith ministries, do not show the frustration 
f their visiting compatriots. Senior folk at 
he oldest-established British houses in To- 
yo, such as Warburg and Barings, cringe 
when Mrs Margaret Thatcher sounds off an- 
ther salvo against Japan's reluctance to give 
more TSE memberships to British firms. 

* European and American firms in Tokyo 
ave greater autonomy, by far, than branch. 
s elsewhere. "New York bag-carriers" 
Yow one Tokyo-based banker disdainfully 
escribes the London operations of an 
nerícan investment bank. Such indepen- 
ce comes not only from the sheer dis- 
ance from head office. Tokyo plays by dif- 
erent rules that cannot be laid down in a 
oardroom in London, Frankfurt or New 
































































2m Although that independence has now 
been reinforced by higher profits, the man- 
gers of western firms’ Tokyo branches are 
hot fooled into suena that the whole rea- 


NEW YORK 


HERE was wry amusement in the 
: American banking industry—a place 
^. of few laughs these days —when its house 
. journal, American Banker, recently 
printed a triptych of America’s top-earn- 
ing bank heads. There were the mug-shots 
of Mr Thomas Labrecque of Chase Man- 
hattan (pay last year: $942,200) and Mr 
Richard Braddock of Citicorp ($876,583). 
"No surprise to see the presidents of Amer- 
“ica’s two largest banks. The third charac- 
ter, chubby-faced and balding, was none 
other than Mr Phillip. Boyce of Pacific 
decur Bancshares. Who! Of what 
Mr Boyce, a 46-year-old northern Cali- 
fornian, picked up $918,106 last year for 
— being chairman and chief executive of a 
- bank that ranks 300-and-somethingth in 
America by assets (of which it has barely 
$1 billion). Mr Boyce made three times 





sized banks, and twice the level of the 
most successful ones. 

Three-quarters of Mr Boyce's pay toak 
the form of performance-related bonuses; 
and his San Jose bank, which he founded 
as Pacific Valley in his home. town. 15 
years ago and in which he holds a 3.696 


|. the average pay for the head of similar- - 


indeed performed well. kss suc- 


son for their success has been immeasurably 
superior research and other imported skills. 
For a start, the guiding hand of the finance 
ministry, worried about protectionist cries 


-abroad and popular disapproval of the big 


four’s “excessive” profits at home, lies be- 
hind some of the increase in the foreigners’ 
stockmarket share. Moreover, business con- 
tinues to be apportioned in very Japanese 
ways. The head of one of the biggest British 
houses in Tokyo says that each time the firm 
buys a company car, he never fails to drop 


Do you know the way to San Jose? 


cess in recovering from ill-judged lending 
to high-tech companies in neighbouring 
Silicon Valley, which wiped out the 
bank's earnings in 1987, will probably be 
confirmed when the bank reports its sec- 
ond-quarter earnings this month. 

—. To get Pacific Western back on track, 
Mr Boyce has followed the textbook for 
bank management (or at least one written 
for him by First Manhattan, the New 
York-based management consultants he 
hired). He ruthlessly cut costs (on every- 





| which si 
‘selling. In all, Mr Boyce could walk away 





lacocca eri be uei to receive such a 
missive from the Daiwa or Yamaichi man in 
New York. 

In sum, the gaijin in Tokyo have been 
on a roll, Booming markets and growing 
market shares made the expensive grind of 
building a Japanese presence in the 1980s 
suddenly seem worthwhile. While firms in 
New York and London face further cut- 
backs, western firms in Tokyo speak of ex- 
pansion. For how much longer, though, will 
the Tokyo arms keep their fiefs? Remember 
that when the 1987 crash showed up the 
flaws in many corporate strategies, Ameri- 
can houses such as J.P. Morgan and Morgan 
Stanley took a firmer hold of their London 
charges. Nomura, too, recalled its indepen- 
dent-minded New York chief. 

They may be making good money at the 
moment, but the foreign securities firm 
know they have only a small window @ 
opportunity in Japan, not a permanent co 
petitive edge. In a year or two Nomura and 
the other big Japanese houses will reorganise 
themselves and acquire computer-based 
trading skills and hordes of articulate re- 
searchers churning out fully-diluted earn- 
ings-per-share forecasts. Then the gaijin will 
really be put to the test. 





—— 


thing except pay) and, by a canny merger, 
got cheap data-processing power. He also 
concentrated on niche businesses, such as 
private banking for the proprietors of lo- 
cal small businesses. Serving San Jose and 
Monterey, Pacific Western sits in one of 
California’s—and hence America’s— 
most prosperous banking areas. The | 
bank’s net interest margin is now a fat 
7%, its return on assets a well-above-aver- 


age 1.6%, while its return on equity is a 


healthy 20%. 

Those sorts of figures make the bank 
an attractive takeover candidate. Two of 
California’s big four banks, Security Pa- 
cific and Wells Fargo, are repeatedly said 
to be interested, if only to pre-empt an 
out-of-state rival such as Citicorp moving 
in once the barriers to interstate banking 
go after the end of this year. French and 
Japanese banks are also touted as prospec- 
tive buyers. | 

It is here. that Mr Boyce has really 
stirred up controversy. He cut a deal with 


| 
. his own bank whereby he.acts as invest- | 
- ment adviser should a hostile bid arrive, 


and teceives a 2-1% commission on the 
sale price if it exceeds 2^ times the bank's 

OO value, the lower end of the scale at 
nilar banks have recently been 








from any deal with some $20m in his 


|. pocket, enough to have him n laughing all 
-d the way to another bank. - 








| Looking towards 1992 


“Our quarterly poll. of i investment managers shows them still confident 


| about European equities 


: O; PTIMISM E da t West rela- 














as n id idu Published at the 
ji il the big: stockmarkets ex- 


i e and. bond yields have fallen 


'untries, as fears of rising infla- 


e subsided. The good news has 


' The perfect portfolio? 


dly changed investment managers - 

è between equities and bonds. uss - 
- Phillips & Drew, Daiwa Europe and 
x “Scudder Stevens & Clark have increased | 





diei bónd holdings slightly. For the most : 


part our eight managers are still betting 
on climbing stockmarkets. 

Of the eight firms polled, three hold 
no bonds. Global Asset Management, 


which last March had 15% of its money in 


bonds and 25% in cash, now has just 15% 
in cash and the rest in equities, Brown 
"Brothers Harriman has just 1096 of its 
money in cash and 9096 in equities (un- 


changed from last. March). Meanwhile, 


Wardley has stuck a quarter of its money 


in cash and the remainder in equities. 
Almost all of the managers are over- 
weight in European stocks, relative to the 





-@ Contributors : 


UBS Phillips & Drew—UBS's London broking arm 


Citicorp-—Citibank Private Banking Group 


Daiwa Europe-— Japanese investment bank 


xonmoow ro 


Neutral weighting—from Morgan Stanley Capital International World Index 


Global Asset Management—International investment manager - 
Capital House-—Royal Bank of Scotland's a arm | 


Scudder Stevens & Clark-—New York investment counsellors 


Brown Brothers Harriman—Wail Street private bankers 
Wardley Investment Services—Hongkong and Shanghai Bank's sisi ll arm 
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= t Weightings t by market capitalisation. Closely linked to currency hedging strategy. * The contribution from Scudder Stevens & Clark was 
E compiled by a pum that deals only with non-American investment. For the sake of comparability, a 30%: stake in American — has 





_bond prices should also sh 


der Stevens is particular 


has a 9% world index weighti 
Germany, with a 4.296 weight 


about Britain's prospects. It is wor 


is likely soon to top 10%. 


gued, is likely to "benefit from changes i 
Eastern Europe. Global Asset Manag 
ment and uss Phillips & Drew have I 


markets, has dropped its Japanese equity 







































benchmark world index of Morgan Stan 
ley Capital International (msci). That is 
partly because many believe interest rati 
will fall across Europe. But 


about European equities. Brit c 


Scudder's two most favoured coun 
Brown Brothers is much less co 





Britain's stubbornly high inflation, wh 


Other firms show particular interest i 
the Italian market, which, it is oddly a 


ian holdings of 5% and 796 respectivel 
against an MSCI weighting of 1.8%. 
Managers are still wary of the Tokyo 
market following the Nikkei index's 2896 
fall earlier this year. A recovery in May 
has been clouded by another climb in 
bond yields. The Bank of Japan may soon 
raise interest rates again. Capital House, 
already underweight in other East Asian 


weighting from 4596 to 3596. Brown 
Brothers has cut its holding from 20% to 
1276, and Daiwa has cut its exposure by 
three percentage points, to 36%. The re- 
maining fund managers believe that the 
recent recovery will continue. Scudder 
Stevens has increased its weighting up t 
11.396, from 10.696 in March; Wardley 
moved its Japanese weighting up by thre 
percentage points, to 15%. 

Elsewhere in the Pacific region, A 
tralian- holdings have hardly change 
Citibank investment managers are m : 
bullish about Australia. They are bett 
6% of their money on Australia, agains 
an MSCI weighting for the country 
1.4%. The rest of our portfolio manage: 
have a weighting of around 2%. —— 

American markets are a little mo 
popular than Asia’s, but still no match fo 
Europe’s. Brown Brothers Harriman . 
the only firm that has a higher American 
weighting than that dictated by the Msc 
index. The remaining ^ managers 
weightings hover around the 3096 mar 
and have hardly changed since our Marc 
forecast. Most are concerned that gro 
in America’s economy will stay sluggis 
for the year, and that dissapointing corpo- 
rate earnings will push down stock prices. 
Even if the Federal Reserve does lower 
American interest rates, the effect « 
faster growth on the stockmarket ra! y 
be offset zm a falli in the dollar. 




























: 'RADITIONAL fund managers in Lon- 


nough: in the past four years fund manag- 
rs have lost about a fifth of their business to 
ndexed funds, those that merely try to 


market index. The latest import could be 
ill more pernicious. Prepare to meet 
ctive-quantitative models. — . 
Like traditional fund managers, | 
'any of these quantitative models are. 
ined to seek out undervalued 
es. But they are, say their propo- 
s; quicker, more reliable and usu- 
D sober than the pin-striped 
: te ee Mises fund man- 




























: P ven some of the stodgiest British 
managers now use quantitative mod- 
els, but mainly to control risk. BARRA, 
an American risk-analysis consul- 
tancy, now has about 90 clients in Europe, 
twice as many as it had two years ago. The 
firm measures the sensitivity of over 1,000 
shares in the London stockmarket to move- 
ents in 12 “risk factors", such as a compa- 
y's ‘gearing, its book value relative to its 
hare price and its divident yield. It looks at 
O-odd industries. | Iu" 
BARRA's model will help the fund man- 
ger screen out these inadvertent risks, or at 
east be aware that they are being incurred. 
dition, a manager who believes; eg, that 
cks with high overseas earnings are likely 
do. well can use a model such as BARRA's 
ick these stocks without taking on an im 
reased exposure to the other “risk factors”. 
V now manages about £230m ($418m) in 
inds that tilt towards, or away from, such 
actors. 

. The more ambitious quantitative mod- 








tilting. Hill Samuel's model is based in 
art on the fact that buying companies wi 
m os values as we 















Adon are under attack from another 
kmerican import. The last one was bad 


mimic the performance of a given stock-. 


Is try to determine where the fund should 


Sag earnings gue y paca a 
ock’ s v price. The investment. kili is know. i 
i ^ exposed. following a two-year undercover 


~ GMO Woolley’ s model tries to predict 
the “fair” price of stocks by looking at stan- 
dard stuff such as companies’ assets, the 
volatility of their earnings and their return 
on equity. The model is driven. by the view 
that earnings in the long run tend to revert 
to the industry average, something that tra- 
ditional analysts often ignore. GMo Wool- 
ley’ s model buys stocks. whose market price 
is less than the “fair” price predicted by the 
model. In practice, the company often in- 
vests in company stocka with low price-book 








or price-earnings ratios. 

These two models are not alone, and 
others will join them soon. One of Ameri- 
ca’s best-known active-quants, Mr Barr Ro- 
senberg, will soon extend his American 
model to the London stockmarket. Mr Ro- 
senberg, who started up BARRA but now 
runs his own investment-management com- 
pany,’makes much of his money by short- 
term Computer trading in the stockmarket. 
But he also has a fundamental model not 
dissimilar to GMO Woolley’s. 


since 1987 by $. 1%, and now man- 
ages £150m, including money from Emman- P 
uel College, Cambridge. 












soon. It may come out with a version of the 
so-called arbitrage-pricing-theory (APT). 


model. This is a model coined by Mr Ste- 
phen Ross, of Yale University, that now 
takes up a chapter in just about all finance 
textbooks. Roughly, it says that a company’s 
share-price performance is linked to the 
company’s sensitivity to changes in the 
economy. If a company is, say, particularly 
vulnerable to an unexpected rise in interest 
rates, then investors will require some extra 
return for holding the stock to compensate 
for this risk. 

A fund manager can try to make 
money out of the APT model in two 
ways. If (a big if) few other people are 
using the model, some economic risks 
may be better rewarded than others. 
By juggling around with the portfolio, 
and buying stocks that are most : 
warding, the investor can then end 
with a return a little higher than the 
market index, but with an overall vola- 
e that is no different. Alterna- 
tively, if a fund manager has a hunch 
that interest rates or inflation will fall, 
for instance, the model can be used to 
buy stocks that, on past performance, 
have done well in such conditions. 

Most of these models systemise 
what better fund managers already do 
intuitively. Like stockpickers (most of 
whom underperform the market), no 
one model is likely to make money for long. 
Increasingly, if a model does discover a mar- 
ket inefficiency, the anomaly is unlikely to 
last. A model’s best attribute is that, once 
running, it costs little to maintain. Already, 
one London fund-management consul 
tancy, called QUANTEC, offers a sort of in- 
vestment-management spread-sheet that lets 
fund managers choose between different ac- 
tive-quantitative models. As products a" 
these become more common, fund man 
ers could be decommissioned altogether. 





Prosecutions in Chicago's markets 
iui d offensive 


EN in lenis 1989 it was revealed 

that a posse of federal agents had 
worked on the floors of Chicago’s futures 
exchanges resulting, later, in the indictment 
of 48 traders for fraud, government prosecu- 
tors hoped to secure equally dramatic con- 
victions. They will be disappointed. The 
first of three federal court cases against 
fraud in Chicago’s futures pits—allegedly 


ration by the FBI—came to a damp con- 
clusion in that city on July 9th. - 
The American government wanted a 





dramatic conviction to prove its contention 
that the futures pits were rife with corrup- 
tion and criminal conspiracies. Instead, of 
the three men on trial—a broker and two 
traders from the Chicago Mercantile Ex- 
change's Swiss-franc pit—the broker was. 
found guilty of seven violations of corimod- 
ity-trading laws, one trader was found guilty: 
of one such violation, and the other trader. 


= was acquitted. 


The three defendants faced more.than. 
100 criminal counts, including serious 
charges of racketeering and mail. and wi 











Scene of what crime? 


fraud. Yet the jury was deadlocked on two- 
thirds of these. Under American law, the 
judge can declare a mistrial on deadlocked 

nts, which is what Judge Ann Williams 

. The government prosecutors promptly 
irme to retry the men on the same dead- 
ocked counts, though that seemed a piece 
of face-saving. After the FBI "sting" and a 
multi-million-dollar campaign to prove the 
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pervasiveness of fraud in the pits, the gov- 
ernment now looks as if it has embarrass- 
ingly oversold the problem. 

The trial took seven weeks, and the jury, 
given a crash course in futures trading, de- 
liberated for 11 days. In the end, it was un- 
convinced by, among other things, 14 days 
of testimony from the government's star wit- 
ness, Mr Randall Jannett. He is the FBI agent 


who posed for ten months in 1988 as a cor- 
rupt Swiss-franc trader. Part of the state's 
evidence was more than 100 snatches of 
conversation covertly recorded by Mr 
Jannett. Yet the recordings proved hard to 
understand, while the accounts of each al- 
legedly fraudulent trade were very tedious. 

The defence attorneys, who did not put 
their clients on the stand to testify, chose to 
portray the FBI agent as a bumbler who could 
not possibly understand the complexities of 
the fast-paced, frenetic trading pits. Mr 
Jannett did his credibility little good by, on 
one occasion, recording himself frantically 
asking for help from other traders. 

Though this trial's result is not a com- 
plete defeat for the American government, 
it now faces far greater pressure to prove its 
grander case in the two remaining trials. On 
September 16th traders and brokers of yen 
futures from the Chicago Mercantile Ex- 
change and 13 soyabean traders and brokers 
from the Chicago Board of Trade are sched- 
uled to go on trial. If these trials go like the 
one just passed, more taxpayers' money will 
have been wasted than was supposedly lost 
by cheated futures customers. 





Banking and insurance in America 


Crossing the Delaware 


NEW YORK 


IKE European banks before them, Ameri- 
ca's commercial banks now look covet- 
ously at the insurance business. Insurance 
and insurance-based investment products, 
such as annuities, are just the sorts of wares 
that retail-minded banks would like to offer 
their customers. Unfortunately for such 
American banks, America’s fragmented fi- 
nancial legislation largely keeps banking and 


B apart. 

ntil now, that is. In May a large loop- 
role was created when Delaware passed a 
aw letting its banks underwrite and sell all 
sorts of insurance. Hitherto banks had been 
ible to sell only credit-related insurance, 
such as policies linked to mortgages. Led by 
citicorp and then Chase Manhattan— 
yanks that have Delaware subsidiaries and 
1ational consumer-banking ambitions— 
hey prepared to scramble through the 
jpening. Using their nation-wide credit- 
tard businesses, which are Delaware-based, 
ts a platform, they could in effect sell their 
ywn insurance nationally, as they already do 
ther companies’ insurance. 

Just as swiftly, the politically powerful le- 
tions of America’s insurance agents have 
noved to plug the gap. A number of trade 
ssociations, led by the Independent Insur- 
nce Agents of America, have asked the 
‘ederal Reserve to ban the big banks—and 
Ziticorp in particular—from taking advan- 
age of Delaware's new law. 
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Typically one-or-two-man outfits, the 
independents are scared of the marketing 
clout of Citicorp, which has just transferred 
a credit-related insurance subsidiary, Family 
Guardian Life, to Citibank Delaware. Big 
insurance companies like the Prudential, 
which are starting to edge into banking, are 
keeping tellingly mum. 

The agents argue that federal law stops 
bank holding companies from conducting 
insurance business. They quote the Fed's 
blocking in 1985 of a proposed takeover by 
Citicorp of a bank in South Dakota, a state 
that had also passed laws letting banks sell 
insurance. Citicorp replies that, because it 
already owns its Delaware subsid- 
iary, there is no parallel with the 
South Dakota case. It also says 
that federal law on bank holding 
companies allows state-chartered 
subsidiaries to engage in any ac- 
tivity approved by the state with- 


out the Fed's prior approval. 

The Fed is playing a straight bat, saying 
that its board of governors has not yet ad- 
dressed the issue. In a letter to Mr Frank An- 
nunzio, of the House of Representative's 
banking committee, the Federal Reserve's 
chairman, Mr Alan Greenspan, spells out 
the Fed's understanding that Citicorp 
would be doing nothing that would contra- 
vene bank-holding-company law. 

Even so, Mr Greenspan points out that 
the overall safety and soundness of banks is 
a federal responsibility. The Federal Deposit 
Insurance Corporation (FDIC) is chewing 
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over the new Delaware law for the implica- 
tions it could have for the system of insuring 
bank deposits. Its chairman, Mr William 
Seidman, has already said he wants tough re- 
strictions on banks being allowed to under- 
write insurance because of the risk that it 
poses to the corporation's deposit-insurance 
fund. 

Therein lies a hint of the explanation 


for the Fed's reluctance to pronounce. As 
the market erodes the artificial barriers that 
separate financial services in America, the 
regulatory system is left looking out-moded 
and ill-equipped. While the shape of a new 
regulatory system is being rethought, there 
is little point in shoring up rickety barriers 
that are only going to be replaced or swept 
away within a couple of years. 





Paribas and Pargesa 


Eskénazi's evaporating empire 


PARIS 


ATE has not been kind to Mr Gérard 

Eskénazi. Nine months ago the 58-year- 
old financier was in the running to become 
the next president of Paribas, France's no- 
blest banque d'affaires, which blends busi- 
ness with banking. Today, he is isolated 
both within Paribas and within Pargesa, the 
Swiss-based financial holding company that 
has served as his power base for a decade. He 
may well have to quit Pargesa this summer. 

Mr Eskénazi is a former Paribas execu- 
tive who was sacked by the Socialist govern- 
ment in 1982 for helping Mr Pierre Moussa, 
then the bank's president, to salt away some 
of the bank's assets in Switzerland to pre- 
vent them being nationalised. Ever since, 
Mr Eskénazi has longed to return to the 
Paribas headquarters in the Rue d'Antin. 
As a long-standing friend of Mr Michel 
Francois-Poncet, Paribas’s genial though in- 
decisive president, Mr Eskénazi had already 
floated the idea of closer links between 
Pargesa and Paribas. 

He became more insistent after Paribas 


launched a hostile FFr26.1 billion ($4.1 bil- 


lion) bid for Navigation Mixte, a rag-bag of 
industrial and financial interests, in the au- 
tumn of 1989. In defence, Navigation 
Mixte's chief, Mr Marc Fournier, decided to 
attack. By January 1990 he had amassed a 
1296 stake in Paribas, whilst the bank had 
4096 of Navigation Mixte. The result was a 
stalemate and a serious blow to the reputa- 
tion both of Paribas and its president, Mr 
Francois-Poncet. 

Mr Eskénazi saw his chance to win effec- 
tive control of Paribas. He is said to have 
suggested that both men should remain 
presidents of their respective groups, but 
that each should take up a vice-presidency 
in the other's organisation. While that 
seemed harmless enough, Mr Eskénazi also 
asked for the chairmanship of a board that 
would design a new strategy for Paribas, so 
concentrating power in his hands. 

That was enough to set alarm bells ring- 
ing in boardrooms throughout Paris. With- 
in a matter of days, opposition to Mr 
Eskénazi had crystallised in the upper eche- 
lons of France's financial community. 





Eskénazi and Frere: same bed, different dreams 
B0 


Among those lined up against him were Mr 
Jean Peyrelevade, the head of France's big- 
gest insurer, UAP; Mr Jacques de Fouchier, 
an honorary chairman at Paribas; and Mr 
Albert Frére, a 64-year-old Belgian former 
steel magnate. All three, for various reasons, 
lobbied on behalf of their own candidate, 
Mr André Lévy-Lang, the head of a Paribas 
subsidiary, Compagnie Bancaire. 

The collapse of Drexel Burnham Lam- 
bert last February gave Mr Eskénazi's oppo- 
nents ammunition. Pargesa was Drexel's 
main shareholder, through its stake in 
Groupe Bruxelles Lambert (GBL), a Belgian 
holding company. After Drexel filed for 
bankruptcy, the value of Pargesa's shares 
plummeted along with Mr Eskénazi's hopes 
of taking control at Paribas. On March 
22nd a decision was taken to establish a two- 
tier management structure at Paribas, leav- 
ing its day-to-day running in the hands of 
Mr Lévy-Lang and strategic issues in 
hands of Mr Francois-Poncet. 

That Mr Frére, one of Pargesa's main 
shareholders, had lined up against Mr 
Eskénazi was a sign that all was not well even 
at the holding company he had created. For 
while Mr Eskénazi was the dominant figure 
at Pargesa, he had only 1496 of the voting 
rights in the company. Mr Frére and Mr 
Paul Desmarais, who runs Canada's Power 
Corporation, controlled over 4096 of the 
votes between them. But had Mr Eskénazi 
taken control at Paribas, which now con- 
trols 2596 of Pargesa, he would have been 
invincible. 

Rather than let Mr Eskénazi seize con- 
trol of both companies at once, Mr Frére en- 
listed Mr Desmarais. In February Mr 
Desmarais lifted his stake in Pargesa, taking 
the share of the voting rights held by himself 
and Mr Frére to over 50%. Mr Eskénazi did 
not detect this alliance being forged until 
too late. 

At the behest of Mr Frére and 
Desmarais, Pargesa has now liquida 
many of its French investments. These in- 
clude stakes in CFAO, a trading company, 
and sPEP, a holding company for Groupe 
Schneider, an electrical-engineering firm. 
Pargesa’s 62% stake in Henry Ansbacher, a 
British merchant bank, is also up for sale. 
This wave of disposals is a repudiation of Mr 
Eskénazi’s investment strategy. 

In their latest attempt to isolate Mr 
Eskénazi, Mr Frére and Mr Desmarais 
agreed this week to group their stakes in 
Pargesa and GBL into two common holding 
companies, reinforcing their mutual links. 
As he has played his hand and lost at both 
Paribas and Pargesa, it may be tempting to 
write Mr Eskénazi off. That would be a mis- 
take. He could look to his former mentor for 
inspiration. Mr Moussa’s own banking out- 
fit, Pallas, appears to be going from strength 
to strength, proving that there is, after all, 
life after Paribas. 
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The tomatoes of the 
tree of knowledge 


RUIT rot; it is their lot. Their decay re- 

leases and feeds their seeds, thus passing 
on the genes of the plant they came from. 
The fruit accept their sacrifice without com- 
plaint, but farmers are less keen on it. Agri- 
zulture could be transformed if food could 
be stopped from growing old, flavourless 

mushy. One way to stop this aging is to 

ble the genes which encourage it. 
valgene, a Californian biotechnology firm, 
will soon submit its first "gene-wrecked" 
product—a hardier tomato—to the Food 
ind Drug Administration for approval. 
There may be more to follow. 

Calgene, together with scientists from 
‘the Campbell Soup Company, found a way 
:o block the production of an enzyme in the 
‘omatoes called polygalacturonase (PG), 
which breaks down the pectin found in cell 
walls and thus softens up fruit. Like re- 
searchers from ICI, a British chemicals firm, 
ind Nottingham University who have 
achieved the same effect, they used “anti- 
sense" technology. 

Anti-sense molecules work by interfer- 
ing with the way that information is trans- 
mitted from the genes in a cell's nucleus to 
the rest of the cell. The first step in this pro- 
zess is the transcription of the genetic mes- 
sage from DNA, on which it is stored, to RNA. 
b RNA transcript is like a wax imprint of a 

of DNA—it fits it as a hand fits a tailored 
glove. An anti-sense RNA molecule is the op- 
posite of this; it looks like the original DNA, 
30 the message-carrying RNA may recognise 
it, bind to it, and get stuck. That stops the 
RNA taking its message to the rest of the cell, 
where it would be used as a recipe for mak- 
ing protein. 

Calgene and the others put anti-sense 
DNA, bearing the mirror image of part of the 
message that describes PG, into tomato cells. 
The anti-genes produce anti-sense RNA tran- 
scripts. The process is much easier than re- 
moving a trait through conventional breed- 
ing. At first, though, it was not terribly 
efficient. About 10% of the PG enzyme re- 
mained active; nobody knew whether that 
would be enough to break down the pectin 
n the plants. 

Calgene and Ici made things better by 
choosing the plants with the best PG inhi- 
bition and allowing them to fertilise them- 
selves. These self-pollinated plants carry two 
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anti-sense genes, which are inherited in the 
same way that any others would be. In these 
plants the level of PG inhibition is 99%. Tri- 
als show that they put up with handling bet- 
ter than ordinary tomatoes and taste better, 
too. Calgene has registered "the flavour 
saver gene" as a trademark. 

Unfortunately, nobody knows quite 
how the anti-sense does its stuff. Cells with a 
lot of anti-sense activity do not always have a 
high level of PG inhibition, which is surpris- 





ing. And despite a lot of searching, nobody 
has yet found normal RNA bound to anti- 
sense RNA in cells. Total inhibition is proba- 
bly impossible; it would require anti-sense 
molecules to find every last bit of relevant 
RNA and block it. Less than total success 
might not matter much in the case of PG; in 
other cases, it might matter a lot. 

A few groups are looking at other appli- 
cations. Scientists at Nottingham University 
are trying to do something about ethylene, a 
chemical which hastens ripening. Farmers 
like to control this process; tomatoes are 
usually picked green and gassed with ethyl- 
ene when the time is ripe for them to turn 
ruddy. The tomatoes' own ethylene can up- 
set things, so the researchers are trying to 
block the enzyme that makes ethylene in the 


ripening fruit while still allowing other en- 
zymes to make ethylene earlier on, when it 
plays a role in the plant's growth. 


Cutting up rough 

There is more than one way to wreck a gene. 
In 1988 Dr Jim Haseloff and Dr Wayne Ger- 
lach at the Csiro division of plant industry, 
in Canberra, Australia, came up with a par- 
ticularly ingenious way of destroying RNA 
molecules. Looking at a virus that infects 
plants they found small pieces of RNA which 
can cut themselves out of longer strands of 
RNA. Using the chemical sequence responsi- 
ble for making the cut, they built a new sort 
of RNA molecule. These “ribozymes”, like 
anti-sense, can bind on to a target RNA; un- 
like anti-sense, they can also cut it to pieces, 
and move on to attack another copy. 

According to Dr Gerlach, several hur- 
dles have to be surmounted before the 
ribozymes can be made to work in living or- 
ganisms. They have to be got into cells and 
kept active, and their design has to ensure 
that they are specific about what they latch 
on to and are certain to destroy it. At the 
end of last year ribozymes demonstrated 
their ability to seek and destroy a piece of 
RNA in green-monkey cells. Earlier this year 
they were used to knock out RNA from the 
AIDS virus in infected cells. 

Dr Gerlach has yet to publish his work 
on ribozymes in plants. His main aim is to 
inactivate the pieces of RNA, from viruses 
and elsewhere, which can hurt them—but 
the shears might be used to wreck the RNA 
from native genes, too. The early indications 
are that the system works. His employer, 
CSIRO, has set up a joint venture called Gene 
Shears with a French seed company, 
Limagrain, to exploit the technology. 

Two years ago scientists at DNA Plant 
Technology, in Oakland, California, were 
trying to make petunias prettier by inserting 
extra copies of the gene for chalcone 
synthase, an enzyme which helps promote 
pigment production. To their surprise some 
of their flowers came out white. Somehow, 
against all common sense, adding an extra 
copy of the gene for chalcone synthase in- 
hibited rather than encouraged the produc- 
tion of the enzyme. The Agricultural Uni- 
versity in  Wageningen, in Holland, 
suppressed starch production in potatoes in 
a similar way, also by accident. 

This surprise now has a name—co-sup- 
pression—but that does not mean that any- 
one knows what is going on. The new genes 
must interfere with the old, to the detriment 
of both. One suggestion is that the extra 
gene somehow disrupts methylation, a 
chemical change to DNA which makes some 
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stretches of DNA more or less likely to be 
transcribed. Or it may be that co-suppres- 
sion and anti-sense are somehow related. 

The scientists at DNA Plant Technol- 
ogies are happy enough, whichever way it 
works. Co-suppression—they call it 
transwitching—seems to switch off enzyme 
production completely. It crops up fre- 
quently; as many as a quarter of the plants 
grown from cells with added genes are white, 
and the whiteness is inherited. The com- 
pany is now trying to create white chrysan- 
themums and carnations, and to make peas 
and beans sweeter by using co-suppression 
to block the enzyme that breaks down their 
sugar after they have been picked. 

Their lack of understanding may seem 
alarming, but the gene-wreckers, though ea- 
ger to know more, are not terribly worried. 

eople bred traits into plants for centuries 
without understanding the molecular biol- 
ogy of what they were doing. Why should 
they need to understand everything in order 
to knock a gene out? As long as the tamper- 
ing produces plants that can breed properly 
and have the desired qualities, why worry? 
They are happy to go on exploring the un- 
known territory of plant biologies. The mo- 
lecular biology of plants and their genes is 
much less well understood than that of ani- 
mals—there is a lot to find out. The fruits of 
genetic vandalism can be new discoveries, as 
well as better tomatoes. 





Alzheimer's disease 


Inflammatory 
theories 


OULD treating Alzheimer’s disease be 

as simple as taking aspirin? Perhaps, if 
Dr Patrick McGeer of the University of Brit- 
ish Columbia is on the right track. He sug- 
gests that Alzheimer’s is similar to auto-im- 
mune diseases like rheumatoid arthritis. 
Arthritis is treated with anti-inflammatory 
drugs such as aspirin. Dr McGeer thinks 
that such treatment could also slow the 
development of Alzheimer’s, but he has yet 
to convince his colleagues. 

Dr McGeer bases his claim on a study of 
1,490 patients with rheumatoid arthritis 
which he and his colleagues recently pub- 
lished in the Lancet. Only 0.3996 of them 
had Alzheimer's disease as well—surprising, 
as the usual prevalence of Alzheimer’s 
among people in that age group (over 64) is 
2.196. Dr McGeer argues that anti-inflam- 
matory drugs taken by the arthritis sufferers 
may account for the difference. But how? 

In a normal immune response, an infec- 
tion galvanises the body into producing 
antibodies against the invader. The binding 
of antibodies to the invader starts a chain 
reaction, in which some blood cells turn 
into voracious fighters. These cells flood the 
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infected area, causing inflammation, and 
proceed to devour the infection. In an auto- 
immune disease, this inflammatory assault is 
directed against the sufferer's own body. 
Anti-inflammatory drugs help arthritics by 
hindering the action of the devouring cells. 

Dr McGeer believes that the final event 
of the chain reaction, the formation of a 
ruthless agent called the membrane attack 
complex, is central to the development of 
Alzheimer's. This attack complex drills fatal 
holes into invading agents. Unfortunately, it 
can murder cells of the body as well. Like 
wartime non-combatants waving a white 
flag, the body’s own cells are usually pro- 
tected by identification tags permanently 
displayed on their surfaces. Inhibitors in the 
blood help to shelter them as well. But the 
system is not perfect. When it fails, the 
membrane attack complex indiscriminately 
punctures all the cells in the infected region, 
enemy and bystander alike. 

In a brain affected by Alzheimer’s d 
ease, neurons die very fast from an un- 
known cause. Dr McGeer argues that the 
onset of neuron death inspires the body to 
mount an immune reaction. He bases this 
claim on earlier post mortem work on the 
brains of people with Alzheimer's; he found 
several types of cell from the immune system 
which are normally barred from entering 
the brain. 

This immune reaction might lead to the 
formation of the lethal membrane attack 





Improving perfection 


NEW YORK 


N Mr Tom Clancy's "The Cardinal of 

the Kremlin", two American boffins 
talk about the way the heat from a laser 
blows up a mirror with a blast “like God 
snapping his fingers". One says: "We're 
hoping that the next mirror will be made 
out of diamond—diamond made from 
pure carbon-12. General Electric has just 
learned how to make a gemstone quality 
diamond out of carbon-12." 

On July 10th, at the 21 Club, an old 
speak-easy in New York, General Electric 
(GE) announced that it had done exactly 
what the perceptive Mr Clancy predicted. 
Its gem-quality crystals—the first dia- 
monds made almost completely of the iso- 
tope carbon-12— will not supplant mined 
diamonds in engagement rings; they cost 
more than natural diamonds. Even if they 
did not, the cartelisation of the gem-dia- 
mond trade makes synthetic gemstones an 
unexciting business proposition. 

When its new diamonds go into com- 
mercial production a year. or two from 
now, GE expects to make $50m-100m sell- 
ing them to industry. The demand will 


come mainly from those working in lasers, 
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electronics and communications: all tech- 
nologies that need to get rid of a lot of 
heat. According to GE, at room tempera- 
ture its new crystals can conduct heat half 
as well again as natural diamonds—the 
best heat transmitters known until now. 
They are also ten times more resistant to 
damage from high-power lasers. Comput- 
ers provide some applications, according 
to scientists from GE and Detroit's Wayne 
State University; the diamonds could pro- 
vide sinks for the ferocious heat generated 
by the millions of tiny transistors in super- 
computers. Their reliability would also 
suit them for jobs in inaccessible places— 
under the oceans and deep in space. 

A natural diamond is only 9996 car- 


bon-12; the challenge was to get the purity 
up to 99.996. That marginal improvement 
makes an unexpectedly large difference to 
heat transmission; somehow diamonds 
containing just one type of carbon give 
the atomic vibrations of which heat is 
made a smoother and thus quicker ride. 
According to Dr Walter Robb, GE's vice- 
president for research and development, 
the new production method combines the ~ 
oldest method of diamond-making, the 
high-pressure process, with the newest, 
chemical vapour deposition. Small dia- 
monds made from carbon-l2-rich gas 
were ground to powder; that powder was 
then used to seed the production of gem 
diamonds. It is much like growing rock 
candy from a sugar solution.The tricky 
part lies in fine-tuning the high tempera- 
tures and pressures required to make pow- 
dered diamond recrystallise in gem form. 


> 
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ards fail, bystanders—in this case itre- 
iceable neurons—will get killed. The loss 
f neurons will accelerate and the symptoms 
f Alzheimer’s. will intensify. Anti-inflam- 
latory drugs could theoretically help. As in 
Ye case of arthritis they would be palliative. 
he drugs could slow the rate of attrition, 
rereby. retarding the development of symp- 
oms. They: would not be a cure. 

Unfortunately, though many of Dr 
{cGeer’ s colleagues find his ideas plausible, 
rey also find them a bit too good to be true. 
mong other objections, Dr David Male of 
xe Institute of Psychiatry in London ques- 
ons Dr McGeer’s data. The double diagno- 
s of both Alzheimer’s and arthritis may be 
rtificially low because a clinic specialising in 
‘thritis may not diagnose the other condi- 
on—diagnosing Alzheimer’s is not that 
mple. Although Dr Male agrees that there 
y be some inflammation in the brain of 
/ '* patients, he and others think it 
Welatively minor. They find it more likely 
rat this inflammation is clearing away dead 
eurons, not killing live ones. 

_ Dr Alan Davison of the National Hospi- 
il in London suggests that the anti-inflam- 
iatory drugs might have a different effect. 
he second most common form of dementia 
ter Alzheimer's is multi-infarct dementia, 
i which a series of tiny strokes in the 
rain's blood vessels cumulatively cause 
irger damage. About a fifth of dementia pa- 
ents have both diseases. Dr Davison thinks 
e drugs might be fighting multi-infarct de- 
entia, rather than Alzheimer's, by reduc- 
ig the number of tiny strokes. 

- Dr McGeer sees this as simply another 
eneficial way in which anti-inflammatory 
‘ealments may be acting, and as further jus- 
fication for their use in Alzheimer's ther- 
py. However, the drugs are not without 
reir problems. People who take aspirin for 

ng time risk bleeding in both the brain 

ithe gastro-intestinal tract. If Dr McGeer 
“tight, it would be a price few would balk 
t; if he is wrong, it would be an unnecessary 
dditional woe. 















lew telescopes 


spoilt for choice 


4 EW people doubt that half a loaf is bet- 
. terthan nothing, but everyone is willing 
» argue about which half of which loaf is 
est. For "loaf" read "telescope", and you 
ave the problem facing the British govern- 
ient's Science and Engineering Research 
‘ouncil (SERC). It has agreed to pay about 
20m ($36m) for half of a large telescope, in 
artnership with some other country, but it 
as yet to decide on its partners. That deci- 
on should be made next week. Whatever 
1e outcome, some astronomers will yearn 
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7 for some reason th bod yssafe- for the path not taken. 


about as well as the Hubble Space Telescoy 


The rivals for sERC's hand 
are Spain and America. Both 
want British help in building 
telescopes with mirrors that 
will be much larger than those 
of the best telescopes working 
today, and will thus produce 
better images. The Spanish 
want to build one with a mirror 
8 metres across on the islandof =- __ 
La Palma, in the Canaries, -= 
where it would be next door to 
Britain's 4.2-metre William 
Herschel telescope. The Amer- 
ican scheme is to build two 8 
metre telescopes. One would 
be on top of Mauna Kea, in 
Hawaii, and one would be in 
Chile, on Cerro Pachon. With 
a telescope on each side of the 
equator, astronomers could 
study all of the sky. America’s 


National Science Foundation is willing o i E 
pay half the $143m that is thought to be- 1 
needed; it hopes that Canada and Britain 


between them will lala the other nalt 
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view of à panel that. SERC set up to do ok a | 


jor ino at infra-red starlight becaus 
so clear, cool and dry. In the infra-re 
metre earthbound telescope might perfoi 





would, if it were working properly. Al 
though most astronomy is done by lookir 
at stars using visible light, the. 


since it can pass through dust clouds, can 


reveal things that are formally shrouded. : 
The case for La Palma is not technical, 


but for many it seems compelling. Britain : 
would get about 55% of the observing - 
time—more than it would get on the Ameri- - 
can telescopes. Expertise gained in building S 
the Herschel telescope could be reused (it is. 


this expertise that makes Britain a- sought- 
after partner for the Americans). And Brit- 


ain would be the dominant partner, working ` 


with enthusiastic and competent but as-yet 
inexperienced Spanish astronomers, rather 
than a junior partner in an American 
project—possibly a resented one, since some 
American astronomers are a bit miffed at 
the idea they will not be getting their 8-me- 
tre telescopes all to themselves. 


There is also a way around the fact that 


La Palma sees only the northern skies. The 
European Southern Observatory (Eso) runs 
telescopes in Chile on behalf of a group of 


European countries. It is planning to build a . 
spectacular, if prosaically named, instru- - 
ment for the late 1990s: the Very Large Tele- ` 


scope. The $250m VET will consist of four 8 
metre telescopes, which could be used in 


| assured access to the southern skies as the 


hold strong views about the two options, 


rope with one of the best observatories i 
the world, will win the day for the Canarie 
Tf. 80, there will doubtless be some gri af 


^ the Mourit Graham squirrel do not mana 


ribera i not pi it bui 
hemisphere telescopes. It is, - ( 
lowed to make swaps. So Britain and Spe in 
could get observing time on the VLT in re- 
turn for letting ESO astronomers use the 8- 

elescope on La Palma. Such an ar- 
rangement might not give quite the same 











American deal, but it would allow Britain 
astronomers time on. an unequalle 
nstrument. - : 
Although most British astronomer 


y are so committed to one that they would 
also welcome the other. Half a first-r re 
giant telescope is still something of a prize 

nay well be that national pride, and tl 
pportunity to be seen to be providing E 











America, since without the British 
Congress will probably be willing to pa 
only one telescope. 7 | 
Still, America is not daniel f ‘ 
scope projects, though the other or 
derway are privately financed by 4 
groups of universities, and thus not ope 
all. The 10-metre Keck telescope is 
construction on Mauna Kea, the 
Magellan telescope is planned for Chi 
the Columbus telescope, with two 8&me 
mirrors, will be built on Mount Graha 
Arizona—provided that the champions 
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A green and pleasant 
theme park | 


A PLACE IN THE COUNTRY: SOCIAL CHANGE IN RURAL ENGLAND. PST Nigel pucks aid Huw B 


Davies. Michael Joseph; 180 pages; £17.99 


i TALK across the fields cowards: the 
charming English village of Nether 
Piddle on a hot summer afternoon, and you 
will. hear some loud, posh-sounding voices 
ME from the vicinity of Hillside House. 

p over the hedge into its ample garden in 
hope of glimpsing the local gentry and you 
will be disappointed: sitting in the shade of 
their BMWs are a successful accountant, his 
wife and their six weekend guests, animat- 
edly discussing. the merits of barn conver- 
sions over the last of- the lunchtime 
Sauvignon. 










"These are members of a new-ish country 7 


species who might cruelly be labelled the 
Burpies—boozing urban-rural parasites. 
Like. most parasites, they are harmless 
enough individually, but dangerous once 
they multiply. Their distinctive characteris- 
tic is à tendency to mould the countryside 
into a playground replica of what town- 
dwellers think traditional rural England is, 
or ought to be, like. Their destructiveness 
consists of the fact that it is rapidly becom- 
ing like thar. 

If the sanitised Burpie version of the 
countryside—organic courgettes in every 
garden, a jacuzzi in every barn—-bears no re- 
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Salas: to rustic tradition, some of the M 
equally middle-class preservationists trying 
to keep things as they were tend also to see. 
things through manure-tinted spectacles. A 
Far from being intruders on an ancient, sta- 
ble social : system, the Burpies represent only 
the latest in à long sequence of ch 
have transformed the countryside continu- 
ously for the; past two centuries. 





Wo WA Place i in the Country" charts these 


changes through the eyes, memories and an- 
cestors of the people of the dead county of 
Rutland, now part of Leicestershire. The 


story starts in the eighteenth century, when 
the now-beloved hedgerows were created by 
big landowners who—under the protection 
of the Enclosure Acts—flouted feudal tradi- 


tion to turn common ground into private 


farms and peasants into landless labourers 
or tenant farmers. The English village based 


on agriculture and its ancilliary trades—the 


butcher, the blacksmith, the thatcher, the 
wheelwright—was created just as brutally in 
the nineteenth century when rural manufac- 
turing of things like gloves, blankets and 
pots was put out of business by 
industrialising towns. And in the early twen- 
tieth century it was rural depression caused 





between 1918 and 1922 no less than à 


more than at any time since the dissolu 


Browse in it asa coffee-table book, which it 
| layout and exceptional photographs suggest 
it is, and you will find it difficult to pick. up. 
how the examples in the text fit into the 


through as a casual but fascinated observer 
of the British countryside in transition, and 


characters without ever condemning them. 
They are clearly not pleased by the prospect . 
af of the countryside becoming ' ‘one large - 
postagricultural holiday camp"—-but their 
`; message is not one of total despair. The so- 
cial make-up of Rutland, as represented: by 
concentric rings of tents and exhibits at its 
"annual Show, still upholds much tradition, 










though one or two long-established industri 
i alists, who prefer golf to horses, are allowe 
- in. Wellestablished farmers, their anima 
and their wives in the Women's Institut 


inges that- 


They: exhibit two types of goods: 






















































by falling food prices that allowed tenants 
buy their farms, thus creating the own 
farmer who owns much of rural Engla 
day. Such change was not always gra 


ter of the land in Britain changed ha 


of the monasteries, 

Despite its roughly E E i 
ing of these and more recent trends, 
Place in the Country” is no history boc 
and indeed. defies classification. Its hen 
ters are encountered too briefly and 
scribed rather too journalistically to p 


voke the gripping interest of those. 
Ronald Blythe’s classic, “Akenfield’ 


book's often complex themes. Study it asa 
social historian and you might find its treat- 
ment rather lightweight. But read this book 


you: will be gripped by pictures and text 
alike. : 


The authors gently mock many of their 





the c EE the President's Tent is peo- 
ed mainly by well-bred horsey. folk— 


habit the next ring. But it is the outer trac 
stands that represent the new Rutlar 


On the one hand, all the apparatus of ho 
improvement, property protection and 
high-tech gadgetry of phones and faxes t 
sary to sustain the lifestyle of the modern e 
tive; on the other, the paraphernalia and 
talgia of the cult of the countryside. wit 
traditional kitchens, co-ordinated cc 
clothing, hand painted signs, decor 
wrought ironwork and the essential acco 
ment of contemporary country life, che b 
smith-made barbecue. Í 


For the moment, these newcomers seem t 
be happy to stay on the outside looking 
After all, to dilute the social quality of th 
President's Tent would be to evict the the 
from the theme park. 


BOOKS AND ARTS 





Cinema 


Goldcrest: The 
Tragedy 


My INDECISION Is FINAL. By Jake Eberts and 
Terry llott. Faber and Faber; 678 pages; 
£17.50. To be published by Atlantic 
Monthly Press in the autumn 


OR two glittering years in the early 
1980s, Goldcrest Films, garlanded with 
Oscars and trophies, promised to restore 
the international lustre of Britain’s film- 
makers. Five years later, the company was a 
spent force. It was snapped up by Brent 
Walker, a leisure firm as interested in 
Goldcrest's losses of £33m ($53m), which it 
could use to lower its own tax bill, as it was 
in the company s talent for film production. 
This sorry tale of cowardice, intrigue and in- 
competence—ideal for the screen—has now 
been chronicled at length by two men who 
followed it closely, one from inside the com- 
pany and one from a safe distance. 

The insider is Jake Eberts, a Canadian 
working for an American merchant bank 
who, apparently out of bore- 
dom, began to dabble in film fi- 
nance. His first venture, 
“Watership Down", was a star- 
tling success. His second, “The 
Disappearance”, did just that; 
but it made his reputation. Mr 
Eberts raised the money in 24 
hours after a telephone call to a 
friendly bank. Word soon 
spread among film folk about 
this financial wizard. 

Mr Eberts left his job and 
set up Goldcrest in 1977. Over 
the next five years, thanks to 
his City contacts and his sure 
nose for a script, Goldcrest was 
transformed. The company 
was backed by, among others, 
Pearson (which, through the 
Financial Times, owns half of 
The Economist). lt attracted 
the pick of Britain's directors 
and producers, including Da- 
vid Puttnam and Sir Richard 
Attenborough, who both be- 
came non-executive directors. It financed 
"Chariots of Fire", "Local Hero", “The 
Killing Fields" and "Another Country". By 
the end of 1982 Goldcrest was developing 
close to 50 film and television projects, with 
budgets totalling £23.5m. 

A golden age, it seems to Mr Eberts 
now; and it reached its peak in 1983, when 
"Gandhi" won eight Oscars. By this time, 
however, nasty int quarrels were 
dogging the company, and some of the seeds 
of Goldcrest's future troubles had been 
planted. In particular, James Lee, a tough, 
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Picking winners isn't easy 


ex-McKinsey management consultant, had 
become the company's chairman. Before 
long he and Mr Eberts were fighting; in No- 
vember, Mr Eberts resigned. Burdened with 
close to $500,000 in debts—the result of 
personally guaranteeing the financing for an 
early film which had flopped— he wanted a 
big pay rise. Mr Lee refused. The cosy family 
firm had been replaced by a company with 
big institutional backers, indifferent to the 
personal problems of their managers. 

Mr. Eberts’s departure plunged 
Goldcrest into a reorganisation fraught with 
power struggles; it also, disastrously, left the 
company without a man who could pick 
winning films. In 1984 Mr Lee and Sandy 
Lieberson, the head of production, pushed 
through a $78m production programme in- 
cluding two enormous flops: “Absolute Be- 
ginners" and "Revolution". Yet even if Mr 
Eberts had stayed, Goldcrest might not have 
prospered. Without "Gandhi", the com- 
pany would have made a loss in 1983. Mr 
Eberts was uncomfortable with its growth 
and hated the paperwork, but expansion 
was vital. A modestly capitalised British film 
company could not hope to compete for 
long with the big Hollywood studios without 
controlling a distribution network in Amer- 





ica. And the market was becoming crowded: 
by the mid-1980s many of the big American 
studios were pushing out just the kind of 
middle-brow films on which Goldcrest’s suc- 
cess had been built. 

In telling this tale, the authors had the 
clever idea of using the commentary of 
Terry Ilott, a former editor of Screen Inter- 
national, to give an objective gloss to Mr 
Eberts. But as Mr llott appears to agree to- 
tally with Mr Eberts, it merely gives the im- 
pression that the same has been writ- 
ten twice. Indeed, as boardroom squabbles 


follow each other in quick succession, and 
Sir Richard Attenborough makes yet an- 
other tear-laden appeal, the story—gripping 
though it is—tends to get a bit repetitive. 
The tragedy of Goldcrest's fall is the 
damage it did to the City's willingness to in- 
vest in films. Because investors have lost 
confidence, British cinemas have been 
flooded with films made by men who find 
their inspiration in teenage comic books. 
“Goldcrest II" is awaited with impatience; 
but budding impresarios should read this 


book first. 





Religion 
Unspiritual 
exercises 


THE JEsurr Factor. By Peter Rawli 
Weidenfeld and Nicolson; 227 pages; £18 


ONTROVERSY has dogged the Jesu- 
its, the largest and most influential or- 
der of priests in the Catholic church, ever 
since the order's foundation in 1540. Igna- 
tius Loyola, a fiery Basque aristocrat and ex- 
soldier, invented the concept of an order of 
spiritual knight-priests serving Christ and 
the Catholic church under a vow of absolute 
obedience to the Pope. It proved an instant 
success. The Jesuits played a vital role during 
the Counter-Reformation, winning back a 
large part of Europe for the papacy; they 
also spearheaded the Catholic missionary ef. 
fort outside Europe. 

Predictably, they became the bogeymen 
of the Protestant world; but even in Catho- 
lic countries their political influence made 
them powerful enemies. Expelled from Por- 
tugal in 1759, France in 1764 and Spain in 
1767, they were eventually suppressed 
the Pope in 1773, only to be brought back 
1814. Today they are under fire again. Lord 
Rawlinson, himself a Roman Catholic, a dis- 
tinguished lawyer and a former Conserva- 
tive attorney-general, investigates the charge 
that, since the early 1970s, some Jesuits have 
become too closely involved in political 
struggles in Latin America and other part: 
of the third world, often in close alliance 
with Marxists. This, according to the au 
thor, has upset many of their fellow-Jesuits 
(particularly in Eastern Europe), leading tc 
"civil war" within the order. 

Lord Rawlinson concludes that today's 
Jesuits have compromised their spiritual 
mission—admittedly, from the highest of 
motives—by allowing themselves to be 
sucked into revolutionary politics. His thesis 
has been indignantly rejected in a review of 
the book in the Tablet, the London Catho- 
lic weekly, by Father Michael Campbell 
Johnston, provincial of the English Jesuits 


and before that a senior figure at Jesuit head- 
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Have Loyola's knights gone astray? 


quarters in Rome. lesuits, argues their Eng- 
lish boss, have been doing no more than 
"endeavouring to rediscover the original 
charism of their founder and interpret it 
anew in the light of the needs and challenges 
of the modern world". He accuses Lord 
Rawlinson of bias as well as faulty research, 
and points out a great number of errors. 

It is true that the book does not come 
off. It is not only full of errors, and also ex- 
cremely self-indulgent: instead of all the lush 
details of Lord Rawlinson's journeys, there 
should have been more serious analysis. The 
notion of a "civil war" among the Jesuits is 
also overdone. But the book's main thesis 
stands. Father Hans-Peter Kolvenbach, the 
present General of the order, has himself ad- 
mitted to the author that the Jesuits have be- 
come "too worldly”. 

It is not for nothing that both recent 

pes have agonised about the state of the 
Jesuits, and that John Paul II in 1981 went to 
the lengths of appointing a special tempo- 
rary administration, headed by a man he 
trusts, to help sort them out. The result is 
still unclear; but anybody who thinks that 
this formidable body of men is a spent force 
would be making a grave mistake. 





Managing Marks & Spencer 


Nicely does it 


MARCUS Si£FF ON MANAGEMENT. Weiden- 
feld & Nicolson; 189 pages; £15.00 


€6€1 O IT my way” management books 

follow a well-worn formula. The face 
of the author, beaming confidently at the 
thought of vast royalties, dominates the cov- 
er. The author's name (which will invariably 
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go unrecognised by bookshop browsers) is 
displayed in large, friendly letters. And, odd- 
ly, the dust-jacket is usually grey—a reflec- 
tion, perhaps, of routinely dreary and ill- 
written contents. 

It would be unfair to lump with the herd 
this book, management tips culled from 
Lord Sieff of Brimpton's half-century or so 
with Marks & Spencer (he was chairman 
from 1972 to 1984). True, it is sometimes 
awkwardly and self-consciously written. But 
it espouses a management creed which, in 
the "caring" 1990s, looks set to become in- 
creasingly popular. 

The Sieff family's involvement in the 
Marks & Spencer dynasty came about when 
Israel Sieff (Lord Sieff's father) met Simon 
Marks (son of the firm's founder, Michael 
Marks) in 1901; they subsequently married 
each other's sisters. Marcus was the third 
member of the Sieff family to chair the com- 
pany: When he joined it, as a graduate man- 
agement trainee in 1934, Marks & Spen- 
cers annual turnover was a little over 
£10,000. The company is now Britain's big- 
gest retailer, with yearly sales of £5.6 billion 
in some 30 countries. Lord Sieff remains its 
honorary president. 

How did the business of "a licensed 
hawker"—Michael Marks's description of 
himself at the time of his marriage—evolve 
into Britain's most consistently successful 
retailer? The knack of choosing the right 
people helps, reckons Lord Sieff: “Whatever 
the business, it is only as good as the people 
who manage it and work in it." Ditch indus- 
trial relations, a concept Lord Sieff abhors: 
what companies need is good human rela- 
tions. Be nice to your employees, customers, 
suppliers and neighbours, and you make a 
lot of money. 

Michael Marks was being nice to his em- 
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ployees long before Marks & Spencer be- 
came a household name. As early as 1896 he 
was placing wooden platforms behind his 
market stalls to keep the salesgirls’ feet 
warm. These days the company's employees 
have Marks & Spencer doctors, dentists, 
physiotherapists, hairdressers and chiropo- 
dists at their disposal. But the caring has a 
sharp edge. The message to the company’s 
suppliers is straightforward: “Do it our way, 
or else”. Thanks to its buying clout, Marks 
& Spencer usually gets its way, as well as the 
quality (down to the precise flavour of its to- 
matoes) it demands. Those suppliers that 
make the grade—which may have meant 
building a new factory in order to do so— 
are rewarded with unerring loyalty. 

Lord Sieff thinks that companies should 
be nice to the community at large, too. 
Marks & Spencer was a pioneer of the 
“stakeholder” approach to business—the 
belief that a firm’s responsibilities extend 
well beyond shareholders. That may mean 
fitting low-voltage, energy-saving bulbs in 
display units (Lord Sieff reckons that such 
planet-friendly actions have saved the com- 
pany £50m over the years); financing local 
projects; even seconding managers to gov- 
ernment departments sorely in need of the 
Marks & Spencer medicine. 

If it all sounds a bit obsessive, it is. Lord 
Sieff was a Thatcherite before Mrs Thatch- 
er, preaching Victorian values years before 
she tried to foist them on a reluctant Britain. 
Like Thatcherism, the Marks & Spencer 
way can appear disturbingly authoritarian. 
But look at our success, protests Lord Sieff: 
it works. Body Shop, an environmentally 
conscious cosmetics chain that has taken 
Marks & Spencer's values and fashioned 
them to a new generation of shoppers, 
would probably nod in agreement. 





A free market in thievery? 
Art sans frontieres 


ROME 


F ANYONE is really frightened of 1993, it 

is probably the custodians of "national 
heritages" all over Europe. These people 
fear that once Europe loses its internal fron- 
tiers, large numbers of works of art from 
their respective countries may suddenly take 
flight. Strange as it may seem, impediments 
to the free movement of works of art could 
prove more of a brake on the final abolition 
of customs controls in Europe than police 
worries about the free movement of either 
terrorists or drugs. 

The &C's founding charter, the Treaty of 
Rome, treats art works as goods to be freely 
traded within the Community—with the 
important proviso, sanctioned by article 36, 
that so-called "national treasures" may 
retained in the public interest. These limita- 


tions are to remain in force in the single Eu- 
ropean market. Every member of the Com- 
munity imposes some restrictions on the 
export of works of art and antiquities, some 
more draconian than others. But every 
country depends on customs checks for the 
enforcement of its export regulations. 

[n theory at least, Italy is a tough custo- 
dian of its almost limitless historical and ar- 
tistic heritage. Every year, however, hun- 
dreds of antiquities looted from 
unexcavated sites in southern and central It- 
aly find their way onto the shelves of inter- 
national dealers. Art thieves, too, find rich 
pickings in a country so generously blessed 
with inadequately supervised public and pri- 
vate collections. According to Interpol in 
Paris, 80% of stolen works of art reported to 
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s offices come from Italy. Better then, says 
alys junior minister of culture, to keep 
those customs officers in place until a com- 
n European policy for the protection of 
ational heritages can be agreed on. 

taly is not the only country to be anx- 
ii lax year Richard Luce, Britain's min- 
er for the arts, warned that unless Britain 
changes its control mechanisms, the owners 
of "any work of art, however important”, 
will be virtually free to move it anywhere else 
in Europe: Like its European partners, Brit- 
ain protects only its own national heritage. 
Unless the 12 members of the Community 
agree to enforce each other's export restric- 


owner to ship a piece to another European 
country, after which, be it "national trea- 
sure" or mere merchandise, the owner (so 
long as he is not handling stolen goods) will 
be free to sell wherever he pleases. The most 
likely point of exit will be London, whose 
üction houses already dominate the world 
art market. | 
Federico Zeri, an Italian art harora 
has warned that 1993 could be a "catastro- 
phe” for Italy, with a haemorrhage of art 
treasures and antiquities to distant exile 
"among cactus plants in rich museums in 
. American west". [t has happened al- 
ready with a cult statue of the goddess Aph- 
dite, carved by a fifth-century hellenistic 
st in Italy, which was bought by the 
etty Museum in Malibu for the declared 
sum of $20m in 1987. Italian archaeologists 
ay the statue was probably dug up near the 
te of Morgantina, in Sicily, and smuggled 
to.London; Italy wants it back. The Getty's 
ators say they bought it in good faith, 
and the law seems to be on their side. 
"Colonel Antonio Napolitano, the offi 
rin charge of a special art-fraud squad set 
by the aan: carabinieri says that the 
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ions after 1992, it will be sufficient for an 








































ence with receiving coins, statues and vases 
stolen from various archaeological sites in It- 


aly; the ring apparently included ten Swiss 


firms who issued false documents for the 
organisation, guaranteeing. that the pieces 
were authentic and legally acquired. 
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Singing the Baltics 


| 

| AST week some 30,000 singers, to- 
gether with an audience of at least 
- 300,000, gathered in Talinn for two days 
of communal singing—in Estonian. 
There, as throughout the Baltic states, 
choral singing and nationalist move- 
ments go hand in hand. The upsurge of 
nationalist feeling in the summer of 1988 
was marked by the spontaneous eruption 
| of countless song festivals in Estonia; so 
| many that it is remembered as “the sum- 
| mer of song’. The ban on the outlawed 
| national flag was lifted, last September, 
| after 300,000 people had massed to- 

| gether to sing patriotic pieces. 
| Guides. begin their tours of Talinn 
. with a visit to the field where the Song 
| Festivals are held, a steeply sloping 
| meadow facing a large acoustic shell, and 
| overlooking in the distance the spires 
| and towers of the medieval city. Last 
: week's festival was the 21st since the fes- 
| tivals were started by J.V. Jannsen (also 
the founder of the first. Estonian-lan- 
guage newspaper) in 1869 in Tartu, the 
| university city of Estonia. Jannsen’s 
daughter, Lydia Koidula, wrote the 
| words of the song "My Fatherland, My 
| — Love", which Gustav Ernesaks was to set 
| to music during the second world war. 
| This has now become the unofficial Esto- 
| nian national anthem, and it rounds off 

every song festival. 

Estonian nationalism has a religious 
. Side, and this too has been expressed in 
: music. Religious persecution in Estonia 


MN continued until 1987..A setting of the 
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= Creed by one composer, Arvo Part, was 


ly's Ministry: of Culture reported 824 art 
thefts in 1989, 400 of them from churches. 





One of the. best-known paintings to be sto- 
len in Italy was the priceless “Nativity” by 
Caravaggio, which hung in a little chapel in 
Palermo before being cut out of its frame in 
1969; it was never recovered. Dealers, how. 
ever, seem to prefer less well-known piece: 
which can, if necessary, be cut up or alterec 
and sold on the open market. : 

What is to be done? Colonel Napolitanc 
sets great store by improved police co-opera- 
tion. His squad already has good relations 
with Scotland Yard. In November last year 
he travelled to London to recover 15 pages 
stolen from an illuminated fourteenth-cen- 
tury book in a Genoa church; they had been 
spotted in the catalogue of a London dealer 
by an ltalian professor. The squad 
checking of its own, too. It has been add 
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banned; the experience drove him to | 
stop composing for ten years. Instead, he | 
studied medieval music, and has now 

produced a series of religious compo- | 
sitions of great spiritual beauty. His "Ber- | 
lin Mass” had its premiere in London on. | 
July 7th: an authentic late-twentieth-cen- | 
tury mystical voice, and an Estonian one. | 

Estonians are not a minority in their | 
country, but 40% of the population are. 
Russian “colonists”, more or less forcibly | 
introduced from distant parts of the So- | 
viet Union to work in the military instal- | 
lations and the factories. In the face of | 
Russian hegemony and continued ag- | 
gravations over their language, Esto- 
nians naturally join forces with the Lith- 
uanians and the Latvians; and choirs 
from those nations, though quite distinct 
in culture and language, were out in force 
in Talinn too. For all these peoples, mu- 
sic remains a primary expression of 
independence. 

Over the border in Riga, the capital 
of Latvia, it is therefore no surprise to 
hear Verdi's chorus of the Hebrew slaves 
from “Nabucco”; "Va Pensiero", given 
an encore in the opera house at the end 
of a local choir recital. Perhaps a more 
surprising echo is that of Richard Wag- 
ner, who was the music director of the 
Riga opera house from 1837-39; Did he 
recall this proud Baltic choral tradition 
when he conceived the third act of "Die 
Meistersinger von Nürnberg”, that - 
peaceful midsummer gathering of guilds 
and townsfolk celebrating their heritage s 
and independence i in ied 
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' its computer cdi bani in Rome for die 
ist ten years, and now has computerised 
ctorial records as well. This year, for exam- 
e, officers from the squad matched an al- 
ged Canaletto on sale in Milan with the 
»mputer image of a missing work to prove 
iat the Milan picture had been stolen. Col- 
nel Napolitano reckons that if a missing 
bject has been catalogued and photo- 
‘aphed, he stands an even chance of get- 
ng it back. 

The Ministry of Culture is keen to keep 
pdating catalogues of art works and to 
iake new ones. lt is less receptive to sugges- 
ons that Italy should soften its highly re- 
rictive and frequently arbitrary system of 
«port controls. Current restrictions have 
pressed the local art market, with objects 
ading well below their world market value; 
iey have also driven much perfectly legiti- 
ate trade underground. To make matters 

, there are no tax incentives for donat- 
aluable pieces to public collections. 

Although time is short, European gov- 
ments are only inching towards a com- 
ion stance on how best to protect their na- 
onal treasures. Some form of agreement, 
owever, is essential if the different mem- 
rs of the Community are to collaborate in 
iforcing each other's export bans. Much to 
ie relief of British ministers and London 
t dealers, the Brussels Commission has 
ade it clear it has no intention of prepar- 
ig a community directive on cultural heri- 
ige. This, however, is precisely what the 
alians say they want. 
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AMERICAN drama in the twentieth 


century could be summed up in one ques- 
on, it might be this: how can honesty sur- 
ive the falsehoods and claustrophobia of 
xiety! Eugene O'Neill took the gloomiest 
iew: the best way is to escape from the 
orld, perhaps, as he himself did, by seeking 
fuge in drink. In the plays of Edward Al- 
ee and Tennessee Williams the characters 
ndure their environment by constructing 
naginary worlds; these eventually collapse, 
pping them apart in the process. Arthur 
filler, whose 75th birthday is now being 
slebrated, takes something from all these. 
1 his plays, greedy public forces destroy the 
itegrity of private lives, particularly those 
f the independent-minded. 

Consider “The Crucible”, his post-Mc- 
‘arthy play about witchcraft trials in seven- 
‘enth-century Massachusetts. Misguided or 
ialicious townsfolk in Salem claim, falsely, 
) have seen the devil with certain neigh- 
ours. Hysteria multiplies these allegations 
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and the authorities execute anyone accused, 
unless they confess to witchcraft and accuse 
their fellow-townsmen. The moral seems 
clear: those who propagate the lie survive, 
those who resist it are hanged. Yet the cur- 
rent production of "The Crucible” at Lon- 
don's National Theatre emphasises another 
strand in the play, one that sets Mr Miller 
apart from other American playwrights. It is 
how a lapse of personal integrity, however 
slight, comes home to roost, sharply restrict- 
ing individual liberty. 

This is the experience of John Proctor, 
the upright and moral character at the cen- 
tre of “The Crucible”. The lapse is a brief 
infidelity with his wife's serving girl. When 
she, in jealousy, accuses the Proctors of 
witchcraft, his shame prevents him from ex- 
posing the malice behind the accusation. As 
a result, Proctor and his wife are condemned 
by the village court. The National Theatre's 
production, by giving the Proctors much 
greater weight than is customary, transfers 
the play's emphasis from society's failings to 
the realm of private morality. 

In conversation with The Economist 
last week, Mr Miller confirmed that his fo- 
cus has gradually been shifting. He no 
longer treats his characters as the uncon- 
scious creations of society, but instead as 
conscious beings responsible for their own 
actions. Some of this, he thinks, must have 
rubbed off on the National Theatre produc- 
tion in his extensive discussions with Mi- 
chael Blakemore, the play's director. 

Is Mr Miller, then, responding to any 
such shift in the world at large? He regrets 
that he still finds most people dominated by 
ideology or articles of faith, and "unable to 
think straight". Yet he observes that Ameri- 
cans are increasingly willing to fight against 
what he calls "ideological fortresses" (he 
names conservatism in all its guises as one 
fortress), and are able to break away from 
domination by any type of framework. 


Time for straight thinking, says Miller 


BOOKS AND ARTS 


As evidence, Mr Miller cites his own ad- 
aptation of Ibsen’s "An Enemy of the Peo- 
ple". When this appeared in 1950, it was re- 
ceived most coolly; three weeks ago, when a 
television version of his text was shown on 
American networks, the critics were enthu- 
siastic. In Ibsen's play, a doctor tries to 
publicise the contamination of his town's 
water supply in the face of official suppres- 
sion of the information. Its message, accord- 
ing to Mr Miller, is that "those who warp 
the truth must inevitably be warped and cor- 
rupted themselves". This point was taken 
with hostility and suspicion 40 years ago; 
now critics endorse the idea that a man 
should take personal responsibility, if neces- 
sary, for declaring the truth. 

Changing times have also redeemed Mr 
Miller's autobiographical play “After the 
Fall" (1963), much criticised at its New York 
premiére as a spiteful attack on America’s 
idol, Marilyn Monroe, to whom Mr Miller 
hed been married. The National Theatre, 
mounting the play for the first time in Brit- 
ain in conjunction with “The Crucible”, 
cleverly evades the parallel with Monroe by 
casting Josette Simon, a black actress, as the 
narrator's wife Maggie. The theme is clear; 
failures and loss of innocence stay with you, 
and even persecute you. In Maggie's case, 
the personal insecurity that first draws her 
to the narrator, and extracts his not-quite- 
sincere commitment to her, grows to an in- 
satiable and destructive compulsion on each 
side to control the other's life. 

The play he is writing now, Mr Miller 
says, deals directly with the matter of an in- 
dividual's responsibility for his own fate. He 
will say no more than that; but he feels that 
in shifting away from the old theme of how 
scciety inhibits its members, he is creating 
figures who are more tragic. Sophocles, 
scmewhere in Elysium, must be nodding his 
hoary head. 


—————————————————  — — 








H +9 months language and business study at the Scottish Centre 
| for Japanese Studies 


| *3 months chool of business and cultural study at the | 


ll Graduate School of Policy Science, Saitama University, Japan 
|] * 3 months company placement in Japan 


the Department of Trade and Industry and supported by 


f Sponsor red by 
| major British companies this intensive course provides the language 


oH an business skills necessary to operate in the Japanese business wo d. 


uage skills. 


| | le oken language: from formal, covering business discussions and 


ji otiations, to casual social contact. 
E iia Mm the ability to read newspapers and to write business 
| letters 


I] Business Study - 
18 Seminars and workshops from S and paidon in Japanese 


E business. F 
{E Builds towards a six month. period in Japan with study at a top f 
Graduate School and tomüsny placement. Ei 


ll cos: £5, 
I] Starting date: October 1990 


MAXIM’S INTER! 
SCHOOL OF 


quan: OM robos | PG 


Spend a year 
in Holland and 
earn an MBA 


A unique international one year MBA 
programme starting every September 
in the following specialization 


management 
information systems 


Write or telex for mora information to: 


Director, 
The Netherlands International 
institute for Management (RVB) 
Gem = Endepolsdomein 150, P.O.Box 1203 
6201 BE Maastricht 
Telephone 043 - 618318 
AE oela 043 - 618330, Telex 56729 


or : 

| Ms, Rebecca Lo 

| HVB Singapore Liaison Office 

: &o Tanglin P.O.Box 160, Singapore 9124 
Telephone (65) 250816, Telefax (65) 2530448 
Telex 55002 Tecnet - RS 


BA 


AM SCHOOL OF MANAGEMENT 


| P AINT: XAVIE H COLLEGE / UNIVERSITY 
x i C IC AGO 


^" Offers its Master of Business 
a Administration i in Paris 


E P Evening classes 9 Weck-end classes 
|». MW For professionals | 


a Next session: June and EOM 1990 
lll Financial aid is available 





"qualifications, and sets you on the path 
to a Henley Management Diploma 
and an MBA. 


THE NEW HENLEY MANAGEMENT COURSE. 
BULLDING PEOPLE - BUILDING. BUSINESS. 


ai n ponto disci : sion. 


evo Trames, Cao G9 SAt. gant y JEE E NLEY London Wik NT D HONEN r 
Tel: 9491 57 1454 or 579086 fanswerphone) i d, 2, ý The T " g 071- 495: 3 239 . zii j porum wt cd b Eu CO NSULTAN rs 
(international) *íKA9E STIS a "4 è m en t: cen 


gene 1990 


| [ Svaege w Market | 


— RR HARRI NOU CASIN 


The Competitive | 
Taikai 
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L erem 
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 Analsisot B 4| Strategic ao Control 
Industry Structure D. l Advantage [I . 
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oe 
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Business Portfolio. P Manufacturing 


V Arwemmne em 
AAA RAM SAI 


u^ Cnr Pelei oeil che tek Ds à ives nonea 


BAAD RANGA URINE RARER E] 


: For further information on this five-day programme, ple ease contact John | \ Gee, the Progr amme Dirgetor.. 


S Ref: M620__ 













BACHELOR, MA =] FAIRFAX UNIVERSITY home ‘std 
EARN A DEGREE. Use your past experience as| degree programs. Entry at any. time 


credit toward your degree No classes, seminars 
or on-campus giendanet. ‘Studies build upon Advanced credit given for prior learr 


your experience. Self-paced + Send Resume| ing/experience. No classes to atten 
. For No Cost Evaluation} For catalogue/details, write: Fairfa 
UE ; University, Dept EC, 2900 Enerc 
Centre, New Orleans, LA 70163 USA 






With Audio Forum's intermediate | 
. amd advanced materials, i's easy m 
ito maintain and sharpen your P 
foreign language skiis, 

Besides intermediate 
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and advanced aude 













cassette courses = iun wh T : "ym = Là DE E Í 
State Dept, - we offer foreign language LEARN TO SPEAK FRENCH BY 
a alogun cared 1 EXTERNAL UNIVERSITY DEGREE 
TOTAL NATURAL IMMERSION i 
| : BACHELORS MASTERS * DOCTORATE + PLUS LAW. 
3 with French participants for? .  ; Full credit tuf work &! Ife experience. No residency required. | 
| memiemenenmeoue 4 SEND RESUME FOR NO COST EVALUATION — 
.  ChateauLAVALOUZE =f Mandeville LA 70470-4000 USA 
| "J. L. Lefevre CIEL.BP.180 a SN Phone 504-624-8932 Fax 904-624-8931 
24490 LA ROCHE CHALAIS, France —- ndi diis z dar lo od us 
Tel: 5391 44 28 : 





IMPOSSIBLE TO SPEAK ENGLISH! 


Yes, learn the language of your choice in the 
country of your choice in your private 


UN N / R S ITY DEG REE 






For ila, Aeintemio pega romanos d a teacher's home. 
poing thaw Jobe or E Vias = HOME LANGUAGE INTERNATIONAL — 


Reservations Office, 3 High Street, St. Lawrence, 


Eam BACHELOR'S MASTER'S DOCTORATE Degree by ; 
[^ Cotegs aaan cat Ramsgate, U.K. Tel: (0) 843 851116. 





Ours T recognized for th Neve s in busi 
retry. We wil asst you in completing your degree requi 
wah formal casses or seminars at your own pace and ume 


cost evaluation. 


PACIFIC | NESTERN UNIVERSITY 


Sepulveda Blvd, Los | un Caktornia STUBA 
porre 27479-0208 Telex 182015 Tt CASE — 
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MANAGING 





7 An international group, leader in its field as a 
processor and exporter of agricultural products, is 
seeking a Managing D Director for its Turkish affiliate 
in Izmir. B 
The company, operating out of a modern plant, em- 
ploys a permanent staff of about 50 and 400 seasonal 
workers and has a yearly turnover of approximately 
$ 25,000,000. | BE 

The company has first class technical and 
commercial management and now wishes to streng- 
then all other corporate departments. | 


The chief skills required are: 


* Proven qualities of leadership 
International financial experience 
First class business training i 





THE UNIVERSITY | 
OF BIRMINGHAM | 


. INTERNATIONAL FINANCE GROUP l 















The International Finance Group, established 


on 1 July 199 0, announces its new MBA in Fluent English | 
international. banking. and finance Starting: in Reasonable Turkish: ora a propensity to 
October 1990. learn it. 






The gross. anm | emuneration will vary 
around $ 100,000: depending on the experience 
and qualifications of the person selected.” 


Please. send. applications. te. The Personnel 
Director F.A., POB 3455, Amsterdam- 1001 AG, 
the Netherlands. | 


Further details and application forms | 
available from the Director, Maxwell J. Fry, 
Tokai Bank Pr Mestor of International Ec 
: stimat Finance Group, The 
chool, The - 































elobinent: Association —ARDA/ADRAO—an international Agricultural Re- l 
GIAR System, seeks for the following international P aon: B 


'e as the chief Science Writer and Editor for all WARDA publications; assist in developing. 
| (e cies, plan schedules and procedures for WARDA's publications. B 

lifications: A higher degree i in Agriculture, Biological Sciences or related discipli ines with professional 

j and experience in scientific writing/editing in English or relevant training and proven working 

rience of at least eight years in writing/editing technical publications. English. Ability to use desk- 
'top publishing and other modern publishing technology is essential; si edge of printing and 
| pub ishing procedures and experience in the production of scientific publications are essential. Working 
experience in tropical developing countries pou in Africa would. bea an — and bilingua 
capacity in English and French will be preferred. | z "a 


ba DOCUMENTA AST 


Duties: To be fully Responsible for the WARDA Library and for formulation of policies, plans and 
procedures; managing the resources of the WARDA Library; identifying user Populations, needs and 
methods of service and managing databases; acquisition of library materials. 


Qualifications: Higher degree with training and experience in libraryinformation sciences; experience 
on computerisation of library services ; familiarity with CGIAR and international agricultural library 
databases and systems, and with agriculture. should d fluent i in — and French. 


Duties: Overall organisation and. supervision rfi all the training programs of WARDA: ‘coordinate all 
WARDA/NARS collaborative training programs; identification of the training needs of NARS for rice 
research and development in WARDA's member States, the design and implefrentation of training 
programmes to satisfy these needs. - 


Qualifications: A PhD degree or equivalent. in Agriculture, Biological Stiencés-c or. related fields, with 
relevant training and su stantial experience in human resources es wil be p and. management. "m 
s Experience in working in Africa or in tropical developing countries wil be preferred; bua 
| _ knowledge of Engish and French would be an advantage. | 


4. TRANSLATOR (English to French) 


Duties: English to French translation and editing of all translated WARDA docume ents; “coordinate all 
` WARDA aaa a requirements, translation/secretariat support for all, WARDA official 


«meetings. 


. Qualifications: Higher : deg ree in Agriculture, other applied sciences or related sub jects with professional | 
3 - training and qualifications in Translation; at least eight years i lal a as English: to Prenen translator; | 
» familiarity with agricultural, and preferably rice terminology. 








































: Salaries and benefits are competitive with other CGIAR centres. 


: lung an for these positions will be accepted until 31 August 1990. Please submit your application, 
* inc — an updated curriculum vitae, names of three referees and date of BvalBBIty te to: — | 


.DrE.R. Terry 
..Director General 
| ^ WARDA/ADRAO 
01 BP 2551, Bouaké Côte d'ivoire 
2 Telelphone: 6332420r632396 
Telex: 69138 ADRAO CI. Fax: (225) 63 47 14 


ONL Y SHOR TLISTED CANDIDATES WILL RECEIVE AN ACKNOWLEDGE! AENT- 


























The University of Waikato 
Hamilton, New Zealand " 
d oe IN. of Economics, Associate Professor 


. would be an advantage. Enquiries of an 


academic nature may be made to the 


». Acting Chairperson of the Department 
Lane, telephone (64) 71 562889 during 


Applications i are invited for & Senior a office hours or fax (64) n 562158. 
Lectureship/Lectureship in the Departe ^ Current. salary ranges per annum: 
ment of Economics. The appointee will saniny Lecturer 
be required to undertake research and. N7€64 500: - Lecturer - NZ$36,000- 
to teach in the undergraduate and 747200. 


NZ$50,000- 


are available from the Academic Staff 
Registrar, University of Waikato, Pri- 


available in- ‘the creche run by the 
Campus Creche € sciety (Inc). The Uni- 
versity welcomes applications from 





graduate programmes offered by the 

























INDEPENDENT TELEVISION COMMISSION- 


cA c Analysis in a 
ng Regulatory — 
E | vironment 








The isch Broadcasting! Bill will mean that the Independent 
Broadcasting Authority will be replaced by a.new regulatory body - the 





-the independent television system as a whole. 
We now have an opportunity for an experienced senior SN to 





the field of television licensing, regulation and economic policy i issues. 
Emphasis will be placed on you initially to analyse the economics and 
finance of prog 





de ge i gulation of independent television. - 


OK 


E itia in 





ference or mathematical modelling played a significant part, 


presentation skills. 


A competi ; 
experience and qualifications. 









Please send : a full CV stating current salary to Lii Monaghan, 





Road, London SW3 IEY, to arrive no later than 27 July 1990 
C ANEQUALC OPPORTUNITIES EMPLOYER** | 


Department. Special interests in mac- Information on the conditions of ap- suitable people regardless of race, 
roeconomics and/or econemetrics —pointment and method of application creed, marital status or disability. ^ 


£26,800 to 32,700 pa 


Independent" Television Commission. This will have far-reaching effects or on 
provide high level support to the directors and senior management team in 
ramme licence applications. You will also be expected to. | 
develop and impléinent" procedures for the economic and financial | 
As well as holding a degree i in a discipline i in 1 which economics, 
you will have at least ten year's experience of economic/ business analysis or 
research in business, public sector or university. These will need to be - 


combined with the ability to demonstrate excellent writing and | 


| 'e salary and benefits package is offered dependent upon 5 | 


Personnel Officer, independent Broadcasting Authority, 70 Brompton 2 ps 


The Australian National 


| .. University 
vate Bag 3105; Hamilton, New Zea- | 
land. Tel: (064) 71 562889, Fax (064) 
71 560135. Applications quoting refer- - 
ence number ROOK: figed" on 31 i 
_ August t990. ; 


Places for éppointes' S children may be 


Research School of Pacific Studies 


North Australia Research Unit 


POSTOOCTORAL FELLOW/ 
RESEARCH FELLOW/SENIOR 
RESEARCH FELLOW 

(two positions) 


Up to two positions. of Postdoctor: 
Fellow/Research Fellow/Senio 
search Fellow will become vailable i 
1991 in the North Australia Rese: 
Unit located in Darwin. The. ‘Unit i 
developing a new program of researc 
on social, political, economic and env 
ronmental aspects of land and othe 
resource management in norther 









Australia. 


it seeks applications for one post fror 


- resource economists to work withit 


program. Applicants should ha 
PhD or equivalent degree in resourc 
economics. 


Applications are also sought for 


second post from those with a PhD c 
equivalent degree in.one of the follow 
ing disciplines: human geography, sc 


^; slology, political science, environmer 
. tal science. | 


 Cross-disciplinary experience in thes 


or related disciplines would be an ac 
vantage. Both of these are full-tim 


research positions. Appointments c 


secondment from within Australi 
would be considered. 


Further particulars should be obtaine 


before applying from the Schoo! Secrt 
tary, RSPacS (tel: 61 6 249 2678), « 


- from the Executive Director; NARU, Pi 


Box 41321, Casuarina, NT 0811, Au: 
tralia (tel: 61 89 275688; fax: 61 & 


| 450752). 


| Closing date: 10 August 1990. Re 
^. PacS 26.6.1. 


SALARY: Senior Research Fa 
A$45,729-A$54,255 pa; Rese 

Fellow A$33,163-A$43,096 pa; Pos 
doctoral Fellow Grade 1 (fixed poin 
A$28,792-A$32,762 pa. APPOIN' 
MENT: Senior Research’ Fellow/Rt 
search Fellow up to three years, poss 
bility of extension to five year 
Postdoctoral Fellow up to two year 
possibility of extension to three year 
APPLICATIONS should be submitte 
in duplicate to the Registrar, The Au: 
tralian National University, GPO Box. 


. Canberra ACT 2601, Australia, quotir 

M reference number including curriculu 
| —.. vitae; list of publications and the name 
|^. and addresses of at least three refe 
. ees. The University reserves the rig! 
 : mot to make an appointment or | 
appoint by invitation at any time. Fu 

ther information is-available from th 

| Registrar or -from Appointment 


(38138), Association of Commo 
wealth Universities, 36 Gordon Squan 
London WC1H OPF. 


THE UNIVERSITY IS AN EQUAL - 
OPPORTUNITY EMPLOYER — 





UNIVERSITY OF sr ANDREWS 
| DEPARTMENT OF ECONOMICS 





fter. meo lications. ipis Ms from any area al sheet Hg The 
lary will be on either Lecturer Grade A scale £10,458 to £15,372 per 
nnum or Grade B Scale £16,014 to £20,469 per annum (under review). 


- Application. forms and further particulars are available irom the 
_ Director of Personnel Services, The University, College Gate, St 
_ Andrews, Fife KY16 9AJ (telephone: 0334 76161, ext 393/522) to 
- whom completed forms accompanied by a letter of application and a 
. CV should be returned to arrive not later than 17 August 1990. 

; i “The lin paris: an M See Policy. 


















THE POPULATION 


Non-profit international research organisation seeks social or ‘health scientist 
‘with operations research expertise in the field o pulos Vfamily 


“planning. This is a two year ment, d agreement, 
| eii in La Paz, Bolivia. As Resident Advisor, hee di be be od tie for 
designing, implementing, and evaluating all operations research and techni- 


cal assistance projects in Bolivia. 


Masters. or..doctoral degree. in a soda or. health - ‘science réldled to. 


population; at least two years' field experience in Latin America; fluent in 
Spanish/English y vih roven writing ability in both languages. Data process- 
ing/analysis skills and strong managerial skills/experience. Salary: low 30s- 
mid 40s dependent upon qualifications and Leper ens excellent benefits. - 


d An EEO Employer M/F: 


ECONOMIST 
» cei tral London 


The: NFU, one of Europe’s leading trade dssiodlatiói, Ps an 









Opening for an Economist to work as a member of an established i: 


Economic team. 


-Studying movements in agricultural markets using sophisticated | 


computer. software, you will. provide - detailed analyses and 
- regular economic commentaries for policy making. 


"Your responsibilities will be wide ranging and include advising Qn | 


. macro economic policy and the economics of environmental 
programmes. 





industrial analysis. We are seeking a high level of numeracy and 
_ well-developed communication skills. E 
- Remuneration will include a highly competitive salary reflecting 

experience and qualifications. 


Application form and turther 









The Director of Personnel 
(BRK), NFU, Agriculture 
House, Knightsbridge, London 
SWIX N. 


The post carries UN salary. scales and allowances 
. admissible in Dhaka. The appointment will be 


. act as a catalyst for organising Research and 


, The Senior Officer is responsible for developing : 


| tion and monitoring. In exceptional cases he/she 
. may be required to assume the — for 


. will be given due consideration. They are also 


| | | expected to have 10/15 years of professiona : 
-We welcome: applications from graduates préferably: with a 
- postgraduate qualification who have experience of economic and - 


details can be obtained from 























INTERNATIONAL JUTE. 
ORGANISATION 
DHAKA, BANGLADESH . 


International Jute Organisation (UO), an Inte 
governmental Organisation having its Headquaı 
ters in Dhaka, Bangladesh, invites applicanon o : 
the following post: ! 


Senior Of: icer 


(Industry) at UN Grade PA/P5 - 





made on the basis of renewable annual contracts. 


Applicants should have the capacity for innova- 
tion, should be able to generate new ideas and 


Development on Jute. Age limit 45 years, relaxa- 
ble in exceptional cases of merit. Fluency in 


: English is essential. Knowledge of other lan- n | 


guages viz Arabic, Chinese, French will be desir- 
able. Familiarity with UN practices and proce- 
dures will be an added qualification. 


and coordination R&D works in industrial sector. _ 
He/she is expected to undertake project prepara- 


project execution as well. 


Applicants are éxpected t to have an Nadani 
degree in industry. Higher academic qualification 





experience. 


Knowledge and experience in the use of comput 
ers will be desirable. 


Applications together with a recent photogra | 
of the candidate should be sent to the Executive 
Director, International Jute Organisation, PO Box | 
6073, Gulshan, Dhaka, Bangladesh. E 


Closing date for Ing Mopitations is 20 
August 1990. | z 



























University of Newcastle 
Upon Tyne 


Department of Agricultural Economics 
and Food Marketing 


TEMPORARY LECTURER AND 
TEMPORARY DEMONSTRATOR IN | 
COUNTRYSIDE MANAGEMENT 


Applications are invited for the posts of 
temporary lecturer and temporary dem- 
onstrator in Countryside Management. 
The appointments will be for three 


- first instance. 


The BSc with honours in Countryside 
Management is a successful new multi- 
disciplinary degree offered by the De- 
‘partment, and there is a comprehen- 
ve programme of research concemed 
ith contemporary rural and anviron- 
mental issues. - 


Candidates should have a degree in 
agricultural economics, economics or 
related discipline, preferably at the 


. years and one year, respectively, in the 


"postgraduate level, and will be expect- 


ed to have research experience in the 
economics of countryside manage- 


. ment. They will be encouraged to work 
NS “with the Rural Economy Group based 
' jn the Department. Excellent facilities 


. are available for research in this grow- 


. ingarea of investigation. 
Salary will be at an appropriate point on 


one of the following scales according to 
qualifications. and experience: For the 
Lectureship either Grade A £10,458- 
£15,372 pa or Grade B £16,014- 
£20,469 pa. For the Demonstrator 
Grade 1 (OR) £9,816-£12,381 pa. 


Further particulars may be obtained 


from the Senior Assistant Registrar 
(Establishments), The University, 6 
Kensington Terrace, Newcastle upon 
Tyne NE1 7RU with whom applications 
(three copies) together with the names 
and addresses of three referees, 
should be lodged not later than 26 July 
1990. 


"] The University of 


NOTTINGHAM . | 
UNIVERSITY ^ Western Australia 


DEPARTMENT OF. |  SENIORLECTURER IN ECONOMIC 
ECONOMICS |... | (Ref:A37/90) 


a A eaea 
: ITU yor lectu . 

E a seeking a suitably qualified person 
M TDI TSHIP the field of microeconomics. A PhD ar 
7 STUDEN SHH publications are required. The appoi 
IN AGRIC ULTURAL tee will be required to teach core uni 
ECONOMICS in microeconomics. Enquiries to tl 
Details Head of Department, Professor | 

A postgraduate award is available | Appleyard on 380 2898. 
for research on: 


ea Salary range: A$43,984-A$51 015 p 
Agricultural Protectionism 

and the GATT Negotiations - 

The scholarship, commencing Oc- 
tober 1990, is for two years, but 
may be extended for a third. vear. 
The person holding the award will 
read for the MPhil or PhD Research 
Degree. 


tion, fares to Perth for appointee ar 
dependent family, removal allowanc 
study leave and long service leav 
Conditions of appointment will be spe 
ified in any offer of appointment whi 
may be made as a resuit of ff 


advertisement. 
Written applications quoting. refe 
number, telephone nurnber, qualific 


tions and experience, and the name 
addresses and fax/telephone numbe 


A pplication 
Applicants should nörmälly be Brit- 
ish or Commonwealth citizens ordi- 
narily resident in England and 
Wales, or children of EEC nationals 






MACRO-ECONOMIST 


international financial organisation headquartered in Washington, DC 





ia working on problems of developing countries. Job-requires supervision 
~ of medium sized staff of economists, and co-ordination of preparation of 

| ‘country: lending strategies. Must also be experienced negotiator to 
| dialogue with high-level government officials. Candidates should have a 
Masters" degree i in Economics and be fluent in English and Spanish. 








should send a detailed curriculum vitae, including nationality and safary 

history, to the following address, not later than 15 August, 1990. 
Macro-Economist (CA-DPL) 

Washington, DC 20577 








——————————— 


| DEPARTMENT OF ECONOMETRICS - 
-= CONTINUING LECTURER - 


| Suitably qualified persons with teaching. interests i in any area 
of econometric theory, applied econometrics or the application 
of statistical/quantitative methods in business are encou raged 
| to apply The Department seeks an appointee who has 







at any level. Current departmental specialisations include 
hypothesis testing, finite-sample theory, forecasting and 

ied. modelling. . Salary range $A33,163 - $A43,096 p.a. 
i w M. L. King phone (613) 565 2449. 









3.referees to the Registrar, Monash EROS Miu Vic. 
Australia 3168. Closing. date 31/8/90. os: 


«AN EQUAL OPPORTUNITY. EMPLOYER A AND. 
| PROMOTES A SMOKE FREE ENVIRONMENT - 














 hasa position for a Macro-Economist with at least 10 years of experience 


We offer excellent eel and benefits package. interested applicants 





. demonstrated research abilities and who is capable of teaching 


Applicat ns including Ref. no. 90A76, curriculum vitae and 





working in England and Wales. 


Please apply by letter before 20 


July 1990 giving names of two |]. WA 6009, Australia, by 10. Augu 


referees co; Professor A.J. Rayner, 


. Department of Economics, Uni- f ^ 


| versity of Nottingham, Universi- 
ty Park, Nottingham NG7 2RD. 
Icepuone 0602 484848. 





FOR SALE 


BUILDING COMPANY 
SPECIALISING IN. 
HYDRAULIC WORKS 
Registered in the national register— 


ANCE--of builders of aqueducts, sew- 
ages, drain pipes, irrigations, sea dams 







Medium-size company. 


VENICE ITALY 


Please contact us through: Promo- 
studio. Fax number: Italy 41-975886. 












e "v. iaht 
HOTEL 


Nestling in the heart of South pel Sad this 

| Victorian town house offers style. elegance and an 

opportunity to relax. Four minutes’ walk from 
loucester Road Tube Station or direct Airbus. 


Double fors tor single occupancy 


* Colour M Andi 


* Duc dai telephone : 7 * an 





'elephone: 071-370 7516 
Telex: 925975 GATE G . 
Fax: 071-373 3163 
a Classic hotel 














and related. reinforced concrete works. | 1 


£55.95 «VAT 1. |. 
£560.00 + VAT |... 
Double or Twin £70.00 + VAT-] 


Suite = £105.00 + VAT |. 1 
Extra Bad £17.80 + VAT 1. E 
inchuee of * Hair ders . 
*Á delicious Bus Peginh — * Fe cofteechocolofe gt bed 

bresktast om E 


w Ali soos with pride tities ° A: 








of three referees snould reach the [ 
rector, Personnel Services, The Ur 
versity. of Western Australia, Nediarx 


1990... 
Equai Saale Opportunity is Ut 
versity policy. 

























Use your assets to 


IMMIGRATE TO USA 


Ask for our free brochure. We offer co- 
 Ordinated visa, real estate and tax advisory 
services by licensed professionals. 


_ Swiss CONSULTANT 


. GROUP (USA) INC 
Fax: +4813 0013 (USA) or 
"m. +41 1910 0814 (Switzerland) 


THEE PARKES 


HOTEL ROOMS S (rom) 


| SLEEPS 2. £90.0 















__SUITES (from) 

SLEEPS 4 £150.00 + VAT 
INCLUSIVE. OF: 

Sumptuous English buffet 
breakfast . 
Colour TV radio. = - 
Direct dial telephone 
Hairdryer — 
: Hospitality tray/tea/coffee/ 
Chocolate & biscuits. — 
Complimentary newspapers 
Luxury kitchenette in each suite 
Luxurious appointed bathrooms 
Guest lounge . 
ironing centre/trouser press 
Room safe... : 


41-43 Beaufort Gardens 
_ Knightsbridge 
London SW3 1PW 


Tel: 071-581 9944 Fax: 071-225 52 
^ Telex 268235 













DANES men and women for 


For 38 hours. E.8027. 


3 “A ppieawons are welcome without restriction as to. 
‘research specialty (within macro- economics) but the 
successful applicant will have both deep and wide-ranging 

_- knowledge of macro-economic theory, and insight into 

| recent developments in macro-economics as a whole and 

A into relevant connections with other fields. Significant — 
experience and commitment to teaching. are required, as 
well as: 

* a record of creative and high quality research as - 
evidenced by Ph.D and publications at an international 
level | 

* interest in an ongoing research programme in the | 
Department “Macro-economic policy, theory, rormanon 
an effectiveness” 

e the ability to stimulate and direct research 

* administrative capabilities and a willingness to perform 
administrative tasks. 





The nomination will be a permanent one at the University 
of Amsterdam. 


“In case the nominee is not conservant with the Dutch 


language she/he is expected to have aquired an adequate 
knowledge of Dutch within two years. 











. You OWE IT TO 
"YOUR CAREER! 


ito have: support from a top 
PA Callus first — we specialise. 


-JOYCE GUINESS 


WILLETT HOTEL 
- $2Sloane Gardens, 
-.. London SW1W 8DJ. 
Telephone 071-824 8415. 
Fax: 071-824 8415 


. Telex: 926678 






i . RECRUITMENT Small charac a town house, a Sloane 
Square. All modern facilities. Full English 
. Tel: 071-589 8807 breakfast inclusive of very modest rates. 





is crar 071-584 3520 


A LINBAR EXCLUSIVE HOTEL 














ASTRELLE Á 


The world leaders in Translation 
















~ ANALYSIS and Interpreting Services 
Far "Parsonnel/Chabicter Assessment ] Fully ig to handle any. configuration of 
or Questioned Documents. languages, on any subject. Offices throughout the 








world. Fast, reliable, be tial, 


UK Tel 061 926 8880. Fax: 051 929 0267 
] USSR Tel: 010 7812 218 7218. Fax: 010 7812 218 7218 
| USA Tel: 0101603 964 2200. Fax: 0101 603 964.9311 . 






Contact Andrew Tate, 1 Bridge House. 
Estate, Ferryhill, Co Durham. DL17 
bon Peon (0740) 655611. | 






he. Department of Macro-economics within the Faculty of Economics and Econometrics i invites 


professor of macro- economics ( 


[FOR MORE INFORMATION PLEASE CONTACT: 





























Gross salary depends on vage ind experi 
from Dfl 7.171,- to Dfl 10. Xd per mont 
Servants C ode). | 





For f urther information anii in case e somebody. wishes to. 
recommend prospective candidates, contact the... 
Chairperson of the Committee prof.dr H. Jager telepho 

01031-20-525 4195 or 01031-2518-58 462 or the Secretary, - 
telephone 01031-20- 525 4397 or 662 01 17. | 


Applications, quoting vacancy mimbér; ncaa a. : 
curriculum vitae and a list of publications and names and 
addresses of. references, should be submitted —- within 
three weeks — to.drs H. M. Prast, Secretary of the | 
Selection Committee, Faculty of. Economics, Department 
of Macro-economics, University of Amsterdam, 
Jodenbreestraat 23, 1011 NH. Amsterdam, The 
Netherlands. 





In view of the present emancipation policy 
of the University of Amsterdam and in 
anticipation of interest from adequately 
qualified female persons, women in 
particular are invited to apply. 






| E | 5 £ AU l MIDWEST USA. 
X 250 a acres. 100,000. sq. ft he 
facility. Resort region. 


 Administrtion "ii 3 hors: > 
n. 


ETE COINS, 
- MEDALS. 






|. South Magne ican - Governed: ‘seeks: 1 
joint venture and/or worldwide distribu. 
tion from individuals and/or. corpora- 
tions for the issuing of stamps and/or 1 
coins and medals. If ee fax i. 
| USA 212- 535- 6262. l 















THINK GLOBALLY! 


| Hove your business represented j in Berlin, ‘the center of i 
| Europe. We help you get storied in Germon shore aith, | e 
| oie Americas RATES. — 















s Consuling fins assists. in 
reliable. PC |. systems & 
7 4d urope. Cost control, tec 
^ p { search, problem ane 

segs ec emnt | | Worldwide, project ponen 
for free System a Guid 
Annotext a 


eres 




































BERLIN CONNECT inc. et 


f 
One Park Place, 621 NW Sad St Boca Relon, fl 33487 
Tel: (407) 241-8640. Fox: uon 997-894 




























— — (Cal(07)4340000 | 
216-21 -217 Oxford St London WIR 1AH. J 








m LONDON n 


£^ serviced apartments offering best value r2 
money. Gur apariments offer great savings Com 
; pated. to hotels, Fully serviced, private bathroom, 
kitchen, TV, telephone. central heating, gievator. 
| Centrally located in Kensington area. : 


w Tourist Board Approved w 
l un cad hum Gardene ss 


UK. 
Tei: vow x $70 2663 3 e 


Fax: 011 44 71 370 6743 
SERRE ee 








|. us IMMIGRATION 
|. Obtain US Immigration through purchase of 

ipe Are Moe a E, 
| ficensep enone HO i 


| contact: Edward P. Gallagher, Atom 
d Law, PO Box 70302, Washington, DC 2 ea 
| sa Tet in 299-7289. Fax: (301) 983- 



























HOW TO MAXIMISE YOUR 
PROFITS FROM EXOTIC | 
CURRENCIES... 


Currency Quarterly 1$ an invaluable new source of 
reference. A MUST for all execurives involved in 
trade, finance and investmenr throughout the 
world, 
Every quarter you will receive information drn ewer ^ 
40 different countries, together with reference 
guides, comments on the latest economic amd 
political developments, six-month forecasts against 
the dollar and regular reviews of developments and 
events immpacuog on the major currencies. 
d Apply now for che latest issue at a special price 
q of only £49.50 to: 

Eurostudy Publishing Ltd, Ludgate House, 
307 Fleet Street, London EC4A ZAB, England. 
Eurostudy Publishing i regulated by the Securines 
and investment Board. l 





Andorra- the tru ue 


idée. Recruitment Consultants Jj = 


| a Top Secretary? Jj | 


BY NY PUBLISHER 


d “Ting subsidy book publisher seeks 
. manuscripts of. ali types, fiction, non- 
_ Action, poetry 
" religious works 


K juvenile, scholarly and 
etc. New authors wei- 
comed. pene: for free ‘booklet, 


$92. Vant Press, 516 W, 34th 


Street, New York NY 10001 USA 


GERALD INC PROFESSIONAL 
TRADING GROUP 
Specialising in financial futures and apos 
. | strategies--24 hour trading available (Call for daily 
| updates in currencies, financials, metals and stock 
indexes) 


MEMBER OF LEADING INTERNATIONAL 
FUTURES EXCHANGES 


| 30 South Wacker Or. Chicago, i 60606 


Michael Widell Director 1-800-955-0991 
Marcus Hughes Coordinator 1-312-559-8800 


Learn how easy it isto become a Certified | 


Professional Consultant (CPC) in your 
own field. Write for free catalogue. 


The Consultants Institute | 


Dept EG, 1290 Palm Avenue, 
Sarasota, FL 34236 USA, 





SOUTH KENSINGTON 


| Fully furnished luxury one and two bed 
| apartments. 


Quiet tree lined street close to shops, 
restaurants and tube station. Video 
security. 

Min one week. £336 to £805 pw, Full 
info. Tel: 071-225 0184, Fax: 071-225 
0280. Telex: 893095. 





LEARN THE SECRETS ABOUT 
GETTING A SECOND — 
FOREIGN PASSPORT! 


With an extra passport you will enjoy | 


more independence and security, Take 


advantage of foreign opportunities! | 


Save on taxes! There are scores, of 


i important benefits. 


Tens of thousands of persons enjoy the 
advantages of having dual passports! 
Join them-—be a citizen of the world. 
Send £60 (US$100) postpaid or add £12 
(U5$20) for airmail today and see how 
easy it is to get your second passport! If 
not convinced send for free details! 
See it on oür money back guarantee! 
pop Ltd, Box 119, 62 Murray Road, 
orndean, Hants POS 9JL. Tel: (0705) 
592255. Fax: (9705) 591975. Overseas 
al 705). 





IMMIGRATION—CANADA - 


One of Canada's largest investment houses offers bank or first mongage guaranteed 
investments in the Investor-Immigrant Program. 


We are leaders in the field of Investor: adn in Canada. Confidentiality | is assured. 











BUY DIRECT FROM BUIL DER 
tax haven | in the Pyrenees 
nt and re ntal service. 


ix Mm. Tel (0895) 621617 


US LIFE 
INSURANCE COMPANY - 


is looking for a General Agent with 


a potential to develop Spain, Por- | < i 
. THE GLOBAL PORTFOLIO. Then news: 


tugal and: some Latin American: 


countries. We offer an excellent | - 


schedule of commissions. Sup- 
port material in Spanish and com- 
petitive line of US dollars life 
insurance policies. Experience in 
the sale of US dollars is preferred 


| but is not a must. If you are 
| interested, contact: 


Jack Valor, Director of Sales 
PO Box 440505, Miami 
Florida 33144, USA 


DIPLOMAT 
HOTEL 
2 CHESHAM STREET 
BELGRAVIA 
LONDON SW1X 8DT 
Tel: 071-235 1544 


Telex: 926679 DIPLM TG 
Fax: 071-259 6153 


in exclusive Belgravia within walking distante | 
of Harrods. Provides unsurpassed vbi 
English | 


ty for super accommodation and fu 


| breakfast at exceptional value, 


Single bedroom trom £54.95 + VAT 
Double/Twin trom £79.95 + VAT 


A LINBAR EXCLUSIVE HOTEL 


VISITING LONDON ? 





| Serviced Apartments 


| APARTMENTS OFFER 

| @Seven day maid service 
| @ Fully equipped kitchens 
Hf @24hr Reception 

| € Direct dial telephones 

: H @Colour T.V's 

| € Fax /Telex 

| @ Secretarial services 

| @Laundry/dry cleaning 
— Ia Perfect for families 
Situated in Knightsbridge & Kensington, 


HSE 
4 APARTMENTS 





| we offer a wide selection of recently] 
i] refurbished, spacious ont, two, three 


bedroomed apartmenis The long or short 


|| term solution, whether on business ar 
| vacation. Prices fram £60.00 per day. 


Send for for Brochure & Seasonal Offers | 


—————— Md 


SERVICED APARTMENTS LIMITED 
26/27, COLLINGHAM GARDENS 
LONDON SWS OHN . 
Tek 071-835 1144 | 
Fax: 071-373 9693 


THE 
ECONOMIST 


For information about 
classified advertising 


contact 


Nicola Rowlinson 
The Economist Newspaper Ltd 
. 25 St James's Street 
London SWIA HG 
Telephone: 071-839 7000 
Fax: 071-839 4104 " 
Telex: zt ECON d 





The Eonia Henri [i | 


10 Rockefeller Plaza — 
New York, NY 10020 | 
Telephone: 212 541 5730 
Fax: (212) 541 9378 
Telex: 148393 





o PND  PASSPORT/DR. LICENCES. 





.. Telex 918595 j| 





Special reports. Any country. INI, 26 
Kleomenu Athens 10675 Greece. Fax 
Gat OEY: z 





letter of international Equity Investing 
Freeissue. Mercer, BO Fifth Avenue, NY 
NY 10011. 





AUTHORS INVITED to submit all type: 
of manuscripts for book publication wit! 
reasonable terms. Stockwell, Dept 75 
iifracombe, Devon. Tel: (rir 862557 
UK established 1898. ; 





FAMILY HOUSE TO LET. Minimurr 
one year, five beds, two bathrooms 
dining, living, garden, parking. Cla 
pham Old Town. 10 mins to West Enc 
20 mins to City. £295 per week. Tei 
071-622 8827. 


BEST DEALS in firsuclub class f 


worldwide via Amsterdam. Contac 
Scenic Travel Ltd. Telephone 081 80t 
2943/081 801 7471. Fax: 081 80t 
1554. IATA/ABTA. 





OVERSEAS POSITIONS. Hundreds o 


top-paying positions. All occupations 
Free details. Overseas Employmen 
Services, Dept EC, PO Box 460, Towr 
of Mt Royal, Quebec, Canada H3F 
3C7. 





MAIL TOP UK EXECUTIVES WITH 
ACCURACY Latest corrected lists for 
Times 1000, tested and checked: £135 
on 3.5 disk, satisfaction assured. De- 
tails: Pearson Grant Precision Commu- 
nication [--4471] (071) 498 6288; fax 
498 3540. 





EMIGRATE OR WORK ABROAD. Es 
sential information on q— Australia 


Canada, New Zealand, USA anc 
‘Europe. For details and prices senc 


self addressed envelope and stamp oi 
two international reply coupons t 
Harrison, 10 Westminster nod 
Kirkby, Notts NG17 7HY, England. - 















international Investment. Bank- 
ing firm headquartered in Los 
Angeles seeks association with 
FINANCIAL WHOLESALERS for 
representation to — investors 
worldwide. 

Fax USA 213-854 4940. PO Box 
YU —— mins, CA90213, 













- Readers are 
|. recommended 
to make appropriate enquiries and 
take appropriate advice before send- 
ing any. money, incurring any ex- 
pense or. entering into a binding 
commitment in relation to an adver- 
tisement. The Economist Newspaper 


— Limited shall not be liable to any 


person for loss or damage incurred 

or suffered as a result of his/her 
. accepting or offering to accept an- 
invitation contained in any advertise- 
ment Loca in The Economist, 















OUTPUT, DEMAND AND JOBS Japan' s industrial production rose by 5. 196 in the year to May, the 
fastest increase for seven months. America's jobless rate fell slightly to 5.2% in June, from 5.396 in 
May; Canada’s rate edged down to 7.5%, from 7.6%. West Germany's unemployment rate 
remained at 7.396 in June, and France's at 9.396 in May. West Germany's retail sales grew by 
3. 6% in ina gel to edd xd from 4. 0% in the 12 months to April, and are now climbing at the 






























ECOL n retail sales [volume] unemployment % rate 
EN -1year — 3mthst—— tyear 3mthst 1 year latest — year ago 
Australa — — 14  —24 ax +74 +50 + 08 + 3.7 o 63 May 6.3 
, +32 +36 tn na na +167 + 7.2 dei 79 wy*. BA 
Canada | — 42  — 22 mw +22 +22% -17 — 47 0 75 »»  — 73 
France — 12 +19 m +28 +29 a1 — 59 + 18 Ape 93 my 9.9 
W. Germany — 21 + 72 ws +141 + 44 a + 82 + 5.6 May 73 - 79 
Holland ^ —296  — 29 œ +91 4 39 a 424 FAL Want" 5.0 wy — 57 
- itay — — 61 +27 m +18 +28% +79 + 3.9 ng 111 4 — 109 - 
Japan 4 87 + 51 my — 104 — + 54 o +28.3 — 6,9 Ma 2i my 24 — 
Spain . — — 53 — 51 a nma na +17.1 + 4.4 Apt 156 a 175 — 
Sweden - 50  — 33 a na + 07 a4 +25 —-— 09 mw Ti wm 10 
Switzerland —19.1 +09 o +149 +29 o cH122 + 08 wi , 05 myt | 06 


| 24 
— 54 


* 28 
+ 24 


+27 +05 ap 
us + 3.9 +4143 wa 
aiu indes dead by CH "New Seres 


+ 16 m | 
+ 22.m 


+ 1.4 
— 0.1 way 


5.7 May 65 


| PRICES AND WAGES American workers received a 4.196 pay rise in the 12 months to June, a real 
- fall of 0.3% after allowing for consumer-price inflation. West German workers fared better, earning 

a 5.6% rise in the 12 months to May, equivalent to a real rise of 3.2%. The annual rate of increase 
of Britain’s producer-price inflation slowed to 6.2% in June, down from 6.3% in May. In the year to 
June Dutch consumer prices rose by 2.2%, while Swiss prices increased by 5.0%. 











% change at annual rate 
3mthst — 1year 3mthst — — year 3 mthst 1 year 
Australia + 70 + 856 re + 55 + 6.6 Wa + 941 + 82 ww 
Belgium + 3.0 + 3.0 m` — 62 + 0.4 Mas 419.5 + 55 m*. 
Canada + 48 + 45 May + 0.7 + 0.3 May + 59 + 5.8 Aw 
`- France + 37 + 30 wa — 18 — 16 0 + 46 + 44 n" 
W.Germany ss +22 + 23 w +17 70 + 14 Ww +10.9 + 56-may 
Holland 4 34 + 22 m — 0.8 — 13 x + 4.2 + 2.7 ww 
+ 49 + 5.6 gun 4 0.6 + AA Ap +10.5 + 7.6 feb" 
Japan + 57 + 27 may + 4.2 + 1.7 May — 87 + 4.0 poe | 
+ 52 + 6.8 May + 07 + 2.1 we + 27 + 5.3 sot 
Sweden 418.2 +10.2 May + 26 + 3.4 may 4124 144 ag“ 
Switzerland + 3.5 + 5.0 jm + 34 + 10 May 415. t 36 nt - 
UK o o +16.8 O97 we +85 62 m 4107 + 9.5 Ax 
457 + 4.4 May — 147 31 may +38 +41 m | 
an o rales i 5 MN peris Metals á weekly earnings; Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA, hourly 





8 ECONOMIC GROWTH The 24 rich econo- 
mies that are members of the occD are 
expected to grow by 2.996 this year, the 
same as the OECD's overall forecast in 
January. Japan is expected to be the star- 
performer; its cNP is likely to grow by 4.7% 
"this year, just less than the 4.9% increase it 
. managed in 1989. Iceland is the laggard: its 
 6NPis unlikely to increase at all this year, but 
that is an improvement on 1989, when it feli 
by 3.896. Of the big seven economies, 
Britain is the slowcoach; its cNP growth is set 
to be under 1% this year. Australia is likely 
to suffer the biggest turnaround. Its GNP 
growth is expected to slow to 0.396 this 
year. Turkey and New Zealand are the only 
countries expected to grow faster this year 
than last. The o&cp thinks its members’ 
average growth will stay at 2.9% in 1991. 





ECONOMIC AND FINANCIAL INDICATORS - 


- 100,000 jobs and $2 billion in lost income 


» prices to over $200 per thousand board-feet - 
| in Chicago—1396 higher than last year, 


52 wn 53 —— 





Footnotes applicable to al tables. Al figures seasonally adjusted except hot seas. adj. aaa orm TUNI M PH eie mos 






America's northern 

owl, which likes to nest high 
in the trees in Oregon and Washington, may- 
be the costliest bird ever to flap its wings. 
Proposals to protect it by restricting forest 
work could cost America’s timber indu 

































































during the next decade, says a (possibly 
biased) industry- financed study. Fears 
lost supplies have recently pushed timber 


despite depressed house-building in Ameri 
ca. Timber prices usually fall in the autum 
by which time most analysts expect the 
“owl” factor will be played out. Prices mi 
then fall below $190. 





1905-100 *& change on 
m * Jui 3 duliGt one one 
n month — year 
Dollar index 
All items 129.0 128.2 nil — 45 
Food — 101.7 977  — 36 — BE 
industria 
All .. 156.1 1586 + 24 — 18 
Níait | . 341.8 1412 +05 + 10 
Metals - 166.2 1709 +35 — 34 
Allitems - 929 905  — 61 -—144 
Food | 73.2 690 | — 96 ~18.1 
industrials | . 
All — 112.5 1120 — 38  -120 
Nfa tí. 102.1 997 — 56 -—95 
. Metals 118.7 — 1207 ~ 28  —134 
SDR index 
All items 98.3 969 —24 -—92 
Food 775 738 — 60 ~13.1 
industriais 
` AH 119.0 1198  — 01 ~— 66 
-Nfa tt 108.1 106.6  — 19 ~ 39 
. Metals - 126.7 1281 4 09 — 82 
$peroz .  — 361.55 35400 — 06 -- 69 
Crude oil North See Brent 
$ per barrel 1603 . 1610 + 17 7.5 





at annual rate. na not availabl 






E BANKS On the basis of assets, Japanese 
banks are the world's biggest, claiming ten 





the rankings in 1990. Already, Mitsui Bank's 

_ tie-up with Taiyo Kobe, consummated after 
these rankings were compiled, has dis- 
placed International Bank of Japan as the 
world's sixth-largest bank. Asset rankings 
will, however, become increasingly irrele- 
vant banks are more preoccupied with 
improving their profitability. The top 20 
Japanese banks raised their capital by an 
average of 2696 in 1989. Except for Crédit 
Agricole and Barclays, the banks still have 
thin cushions of capital, amounting to less 
- than 496 of total assets. Ner do the 15 asset 
"Champions win marks for profitability. Their 






















year. Norinchukin's profits, as a proportion 
-of capital, were the highest of the 15 banks. 






























of the top 15 places. Mergers could juggle - 


-pre-tax profits fell by an average of 1596 last 


WORLD BOURSES Sydney recorded the biggest advance this week. Its 4.5% surge was partly due | 





to renewed confidence in the Australian dollar. Wall Street fell 0.796, London lost 1.996 and Tokyo 
was down by 0.8%. Frankfurt and the world index both edged up by 0.1%. 


Stock price indices 
Jul 10 


1990 


% Change on 


31/12/89 





MONEY AND INTEREST RATES Growth i in West Germany S broad money supply slowed to 3.9% in 
the 12 months to May—its slowest rate of growth since 1984. Canada's broad money grew by 9.8% 
in the year to June, Switzerland's by just 2.7% in the year to April. 


eetet three etitm riue uie ae ir eere deeem me 00000 e maie eee ee a ment 


Money supplyt 
. ' rise on year ago Money market 
Narrow Broad Overnight 3 months 
[M1] 
Australia + 49 +183 a — 1505 14.88 
Belgium +55 +94 a 9.38 9.30 
Canada — 19  - 98 wm 1450 13.70 
: | s 
May 


interest rates % p.a. (Tuesday, except bonds which are previous Friday) 


amem beat mem tmi pit MAI A RRA SA AB HAPUS i NAAN e Ar aA MP A ieri rer rid tr rri it i rt SN NR EA 


Commercial banks Bond yields Eurocurrency 
Prime Deposits Gov't Corporate pae Bonds 
ng 3months long-term 
18.75 14.62 13.28 14.41 Ht 14.64 
12.75 9.15 9.64 9.71 9.38 9.97 


14.75 — 1370 ^ 10.65 11.50 13.44 12,45 





Other key rates in London 3-mth Treasury Bills 14.3%, 7-day Interbank 14. 996, clearing banks' 7-day notice 4 0%. eee 
rates (Libor): 3 mths 8.3%, 6 mths 6.4%. . 


"$M except UK MO; M3 except Belgium, Holland, italy and Sweden M2, Japan M2 plus CDs, Spain M3-Fother 
, Chase Manha 


available on request. Sources: Banco Bilbao Vi 


Handelsbanken, Westpac Banking Corp, CSFB, 


TRADE, EXCHANGE RATES AND RESERVES West Germany's visible-trade surplus rose to $75 billion i in the year to May; its current-account surplus 
edged up to $54.2 billion. Japan's trade-weighted exchange rate gained 1.3%, the dollar lost 1.4% and the D-mark 0.3%. Sterling gained 2.0% in 
trade-weighted terms, to reach its highest level for 14 months. Japan's reserves increased to $74 billion in May, America's to $66 billion. 


itan, Banque de Commerce (Belgium), 


assets, UK M4. Definitions of interest rates quoted 
Lyonnais, Gre SN ed Bank Nederland, Svenska 


e WEFA Group. These rates cannot be construed as offers by these 


currency units per $ 

latest year ago 
1.24 1.32 
33.8 39.3 
1.16 1.19 


Seria peed eT rr min rire mmn pes rer ennemi art henna em i ei 


trade balance? — ^ curent- trade-weighted}+ 
 $bn .  , account exchange rate 
latest iatest 12 balance $bn | 
month months latest 12 mths latest year ago 
Australia + 005 — $6 — 15.9 May 92.7 87.1 
Beigium ~~ 0.79 + 15 + 39% 110.9 106.5 
+ 041 + 34 — 158 a — 1043 103.4 





currency units foreign reservestt 
$bn 
per£ — perSDR per ecu May year ago 
2.25 186 — 156 143 12.2 
614 453 426. 109  . 96 
210 °° 1.58 146. 132 . 148 


6.95 . 25.7 











 INow you can put all your 





EAGLE STAR 


INTERNATIONAL FINANCIAL SERVICES 


























This statement has never 
been the “soundest” of financial advice. So it may 
seem strange that one of Britain’s largest and most respected financial 
institutions should suggest it. Don’t panic. The eggs we have in mind here are those we 
must all put away for our future. Those that will ensure that our affluent lifestyles are 
maintained even after we retire. For all expatriates and internationally minded 
investors we have designed the ultimate basket — Vista. 

This state of art international retirement benefits package offers you the 
opportunity to decide exactly what you want, when you want it, and a level and style of 
protection you feel appropriate to your own circumstances. 

With this flexible concept providing for your golden years you can be sure of a 
prosperous future. Begin planning today simply by filling in the coupon, or attaching 


your business card, for more details. 


To: Mr. lan Shaw, Development Manager, Asia-Pacific Region, 
Eagle Star International Financial Services, 
Level 18, One Pacific Place, 88 Queensway, Hong Kong. 
Yes, 1 would like further information about Vista. 





























Dh i ad " A m 2d 
lea at the Ritz, 
B oating at He niey, 
S i opping at Asprey. 





For over 200 years, Asprey have made luxury items that are essentially English. 
Step into our London showrooms and you will be dazzled by the skills with which 
our designers and craftsmen create treasured possessions. 

Follow your nose to our hand made luggage and leather goods, inhaling the 
strong rich scent of English leather. Our bookbinding section, you will think, is the library 
of an English stately home. While our antique department rivals many a private collection. 
lake a leisurely stroll through each of our eleven departments, from silverware to china, 
jewellery to gold watches and grandfather clocks. 

You'll find that Asprey says more about the English way of life than any event 
on the social calendar. Because no Englishman worth his salt would arrive at Ascot, 


Henley or the Ritz without first paying us a visit. 


NEW BOND STREET. LONDON FENCHURCH STREET. LONDON FIFTH AVENUE, NEW YORK 
071-485 6767 071-526 2160 (2121 688 1811 
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Audemars Piguet and Nick Faldo. 


Where perfection is the only standard. 





Audemars Piguet. Creators of the 


world-famous Royal Oak, one of the 

greatest designs of the 20th century. 

Nick Faldo. His constant drive for 4 
perfection has enabled him to 

capture the two most coveted 


golfing titles: the British Open and, 


for the second time running, the » | Ch 
U.S. Masters. oya 

| á by 
Audemars Piguet and Nick Faldo. 


) 
: i 
A perfect match. A mutual admiration. Audemars Piguet 


HEIMANN SA 


HEINZ 


Sole Agents and Service Centre: BANGKOK: Trio Import Co., Tel. 253.03.60. HONG-KONG: Desco (HK) Ltd., Tel. 3-691221. 
JAKARTA: Pantja Niaga, Tel. 346071. KUALA LUMPUR: Silvaroyal (Pte) Ltd., Tel. 232-1573. SEOUL: Sungsan Trading Co., 
Tel. 777-3841-3. SINGAPORE: Silvaroyal (Pte) Ltd., Tel. 337.93.62. TAIPEI: Audemars Piguet Showroom, Tel. 701.96.39. 
TOKYO: Desco (Japan) Ltd., Tel. 562.12.71. SYDNEY: Desco (Australia) Pty, Tel. 264-7822 


A QUEST FOR GOLD after page 50 
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Tode the most hospitable financial climate 


may not be close to home. 


Yesterday, globalization was a word. 

Today, it's a reality. 

As the world's markets have become unified, so should 
a bank's ability to take advantage of them for you. 

Today, Bankers Trust can move effortlessly to wherever 
the climate is most favorable to each element of your transaction. 

A swap in London, a private placement in New York, 
yen from Sydney, dollars from Zurich — we can put the pieces 
together swiftly and efficiently. 

Long ago, perfecting our ability to take advantage of the 
global market became an important part of our merchant 
banking strategy. Today, we run a single, integrated book of 
worldwide business that encompasses New York, London, Tokyo, 
Hong Kong, Sydney and Zurich. 

Yesterday, many markets. Today, just one. That dramatic 
change is exactly reflected in the way merchant banking goes 
about its clients’ business. 


liBankers Trust Company 


Because today isn't yesterday. 
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Singh's power play. 
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our loot. 


o reignited their literature; 
ey gave us Handel who ele- 


them social democracy af- 
their bout of post- 
etzchean confusion. | 

We gave the world pragma- 





g to face an unkfiow rv 





ponies The | present 
i nt is one "of Anglo- 
xon triumph. ur collect Dm. 










ea penerasity into our 
ided democracies. 















label revisited 
umns (July 7th) you say that 
tàins secon school 


neue "more foreign lan- 
es" -On the very next page 








Jurong Port Road; Singapore 2261, Republic of Singapore 
red in London 236383. Registered Office 25 St James's Street SWIA- IHG 






iR Relax, Margaret, put your | 
tube down, 


d i. sei vier Menik hilfreich und ; 
he C Germans do not Sedi want | 


Ve gave them. Shakespeare | 


- Buckinghamshire. 
i the tone in England; we - 


; they offer the idealism - 


Davip CHALDECOTT : 


IR—Ün one page of your leader - 


ticulum should be broadened - 


ra esetkee eese aae e cosas a aso ese sapo ease theo es ars E etos et tea teet a oT 


you advise those who "must 
learn a language" (a strange psy- 
chological urge, it would seem) 
to learn their own. According to 
this second leader one can get by 
abroad with a mere dozen words. 
If you yourself are so ambiva- 
lent about the value of learning, 
it is hardly surprising that half of 
Britain's youngsters leave school 
as soon as they possibly can. 
Winslow, 
. D. CRITCHLEY 


Wm m se tais 


Sir—In the 1970s the German 
steel industry suffered a long 
strike during which managers 
and union spokesmen appeared 


' on British television. They spoke 
infinitely better English than 
their counterparts from the Brit- 
` ish steel industry could have spo- 


ken German. This was not sur- 
prising: English is nearer than 


t any other language to being 
e. universal. 


What was worrying. was. that 


i they expressed themselves more 
-fluently and clearly than their 


British counterparts could have 
done in English. They could not 
have done so without having 
had a thorough grounding in the 
proper use of their own lan- 
guage, and that is where British 
schools fail. Unfortunately, 


. many of today's teachers were 
themselves denied proper educa- 
tion in formal English grammar 


and syntax. 
Do you think we could poach 
some teachers of English from 


Germany? 
London ANDREW TUREK 
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i learning. Your corresponden 3 
in Japan, Germany, France and 


will pay”: 
thati in my old age escape me) be- 


Sik— Your. Article on Anea 
television ratings (June 23rd) -| & 
mentions Mr John Dimling of — 
A.C. Nielsen, who observes that _ 
"his company has no idea why | 4 
"peo people are suddenly cool to- -l re (4471 493 
last wack in Decanbe ard the tat wes cng Po by Tha Economist "E spaper 


Italy would be half as good as 
they are if they knew not very 
well the languages of these coun- 
tries. And if we Germans knew 
not English, at least pidgin Eng- 
lish, better American English, 
how could we have learnt so 
quickly and throroughly democ- 
racy and efficient management? 

I think that we should not fol- 
low your advice, rather stick to 
our old Goethe, who thought to 


be as many times a human being 
. as he knew languages. 


Aalen-Unterkochen, 
Germany HERMANN HONOLD 


Mtn an —— 


.Si&—Ín my youth I learnt that 


one of the two essential phrases 
for foreign travel was “my friend 
: the other (for reasons 


ing "please take off all your 





« clothes." 
London MAX TAYLOR 
Not so victorious 


Sig—You describe (lune 16th) 
the two-plus-four negotiations as 
involving "the four victors of the 


second world war (the United 


States, the Soviet Union, Britain 
and France).” 

By no stretch of the imagina- 
tion or with no manipulation of 
the facts can France be described 
as a "victor" in that conflict; 


anymore than many members of 
the British commonwealth of na- 


tions would like to be featured 
among the defeated. Remember, 
for example, the tremendous 
Canadian efforts during and af- 
ter the Normandy landings, or 
the gallant Ánzacs and Indians 
in many campaigns. 
Furthermore, France was 
granted the status of an occupy- 


‘ing power of postwar Germany 


as something of a diplomatic af- 
terthought, not because of any 
victorious military role in defeat- 
ing the cruel Nazi regime. 





Abergavenny, | 
Gwent JOHN SKINNER ~ 
Unfair to kumquats 


| - liberalisation. The report deals fully with 
| infrastructure Rage trai safety concern 







answer. | p 

Over the past debole years, 1 
the quality of television and ca- 
ble network programming has 
deteriorated; programmes in- 


_ creasingly seem to be aimed at 


people with the intellectual ca- 
pacity of a kumquat. Perhaps if 
the programmers aimed for a 
more intelligent audience they 
might attract a larger audience. 
When the best thing on televi- 
sion is a 24-hour weather chan- 
nel, things can improve. 

Madison, 


Wisconsin DANIEL HUEGEL 





A Philippine tradition 


Sir—You report (June 16thdy 
that Manila newspapers refer 

some Philippine politicians as 
“trapos”. You should know that 
the term is more than just a con- 


traction of “traditional: politi- 
cians”. The Spanish word trapo 


means rags you wipe up filth 
with. An appropriate word for 
politicians everywhere. 


Lansing, 
Michigan ANTONIO Pipo 





in the wrong camp 


Si&— Your map in “Reconstruc- 
tion, part two" (June 23rd) gives 
Mississippi's governor's seat- to 
the Gop. Alas, not so. However, 
this fumble is later recovered 
when you say, correctly, that 
Mississippi is one of two states 
not to have elected a Republican 
governor since Reconstruction 
Laurel, | ' 
Mississippi Rosin WANSLEY 
sre can ec ANEAN EIE REENA OI E EN ENRE e 









Special Report i 2015 
EUROPEAN LIBERALISATION 
AND WORLD AIR TRANSPORT: 
Towards a Transnational Industry 


This new report centres on the changes in 
Europe since the last EIU report three 
years ago. It begins with an analysis of the 
davon Wher ce pariat 
: it. coun particu 
USA, Canada, Australia and New Zealand. 
| It then examines Community aviation 
policies and the second phase of 














the strategic challenges. porn from: 
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specialists in: 








x he * qualifications we seek are: 






Please write | in : confidence to: 


Central [nda 


Our client is a renowned and highly deco 


|. s» international financial organisation. With a department i 
-of some eight people, the Head of. Management. 


Information. and Statistics will support the senior 


management team in. the provision and analysis of. 
.. meaningful data. concerning all aspect.of business. 
o operations, and play a n role. in recommending : 


future strategy. 





organisations. Highly numerate, and computer. literate, 





h ie pu Institute of. Research Europe i is the’ research arm of Daiwa Securities and its subsidiary Daiwa i 
urope Limited. We have a team of top analysts providing comprehensive. 


number of key sectors. Asa part of our commitment to expanding our UK and European 
.. business we are greath y 2 eins. our sector coverage and havean immediate requirement for. 


ICALS/UTILITIES - 


| ae The responsibilities cover written resea rch comment, strong support to the London. ce effort and the 
— . provision of information to institutional clients and to Tokyo. P i a 


- Graduates, with é a 2-3 years' experience as an analyst in the securities industry. 
* In depth UK specialist sector knowledge and ideally experience of Europe. 


Career prospects i are. excellent and in addition to applications for these key y appointments we W ould 
: welcome response from analysts wiir other sector specialisations. | TEE 


“Gordon Stevenson, 
< Personnel Director, 
^ Daiwa Europe Limited, 
- 5 King William Street, 
| Londont ECAN 7A 


- - both & a strategic and « an operational role 


. |n return, you are off 


With a degree, most. likely i in. ‘economics and/ ^ot. 
statistics (or a similarly biased MBAJ, you will have. 
sound management experience in the processing of . 
data and statistics for business advantage in major 


salary to Diana Cubberley, MSL international (UK) 


Internationa z 





authorita tive comment ona 


Cw 
































C. £35K. + substantial bertit 


you will possess the. necessary commercial acumen, 
drive and interpersonal skilts to influence strategic 
decisions. s x 








: red an expanding and doble 
atmosphere with attractive career growth. Salary is 
negotiable, and the benefits package includes car, 
mortgage subsidy and mop CODD pension : 
scheme. 





Please write with full: details of career and current 


Ltd, Pilgrim. House, 2-6 William Street, Windsor 
Berkshire, SL4 OBA, quoting ref 48056. 


| 





RICHMOND COLLEGE 


Richmond College is an‘ international liberal arts college licensed and 
accredited in the USA. Over 1,100 undergraduates from more than 80 


| i n arafat Gi FF " . | nations study at Richmond, preparing for degrees in any of 13 majors. 
S ] ) NI 0. t ELU IVI I J | The MBA is the first graduate program of the college and will operate 


l ^ independently of the undergraduate program. It is designed as a full-time, 

Organisation ICARDA, one of 13 international centres three-semester program and will admit its first students in Fall, 1992. 

, supported by the Consultative Group on International 
|. Agricultural Research, cooperates with national pro- _ 
c grams in West Asia and North Africa, to develop 

sustainable improvements in dryland cereals, food 

legumes, farm resource management, pasture, forage, 
nd livestock production. ICARDA's multi-disciplin- 
ary staff of over 60 senior scientists and 600 technical 
and support personnel has an international mandate for 
barley, faba bean and lentil production improvement 
| and, with other centres, a joint regional mandate for 
.. Wheat and chickpea production improvement. | 
pe M RM Man vor ah a, pues The successful applicant will hold an earned doctoral degree and will have a 
- physical scientists in the socio-economic evaluation of record of accomplishment as a teacher and adm nistrator, including experi- 
. mew technologies at the farm level and the quantifica- * ence at the graduate level. Preference will be given to candidates with 
~ tion of welfare impacts at national and regional levels. | | business experience and a background in American and international higher 
Responsibilities will be to provide leadership and | education. The appointment will be made at the level of Principal Lecturer. 
| « Support in the monitoring and evaluation of the impacts. | For this: position, which we plan to fill in January 1991, we offer a salary 
of new agricultural technologies; design and implement |. which is negotiable and a comprehensive: benefits: package, including 

a program to estimate the current and future impacts of membership of the Universities Superannuation Scheme. = — 

research on food production, income distribution, nu- A mb descr : M : 

FE dA j ERAN A uro ee job desc 

trition, farm welfare, and sustainability of agricultural condidalat^ | 
resources; and act as a representative of ICARDA in dr P | 7 "um a U me | 

national and international forums. The work will be | Applications (which must be received by 15 September 1990) should be sent to 

carried out in collaboration with scientists of all disci- the Director of Personnel, Richmond College, Queens Road, Richmend, Surrey 
ube plines äp I CARDA; H áp other "4 nternationàl research“ EE 2 ^ TWIO 6JP. ^ wf. - i 25 ppc, C 

centres, and with national programs and policy makers — 


announces an international senior staff position for: 


We seek an experienced business educator to administer the final stages of 

‘its implementation and to direct all aspects of the MBA when it is operational. 

~ During the lead-up phase, the Director will be responsible for developing the - 
MBA facilities and resources, recommending faculty appointments, finalising 
the curriculum and administering the recruitment and admission of students. 
This phase offers an unusual opportunity for significant contribution to the 
character of the MBA. In the operational phase, the Director will manage all. 
aspects, including personnel, budgets, curriculum, enrolment, resource devel- 
opment and quality control. The Director will teach a maximum of four 
courses a year and will work an administrative year of 46 weeks. The. 
Director will report to the Vice President, Academic Services. 


ription and benefits information will be sent to qualified 


——— S lou 
Al. (UNITED KIN GDOM) 


PROGRAMME 
"OFFICER 


Aga Khan Foundation (UK), part of an international network, is a registered 
charity in the United Kingdom. It promotes social development primarily, but 
Benefits Salary, paid in US dollars, commensurate with not exclusively, in hale e countries of Asia and Ana It supports 
| experience and qualifications. Benefits include housing Mica dalle ee obi uil uid audent pta 
ihe ICARDA-administered international school (K- | |^ Under the overall supervision of he Chief Executie Officer, he Programme 
SOM a r internationally competitive conditions of x vil 10} Cevelop ang adminis popu Bresremmes am 
m rang other internationally competitive conditions of Pro ecis suppo ied by AKFIUK) TO) develop ond morciein on ct scive public 
ao cli: EE "E "EE "T relations and communications etfort to create awareness of the socia 
. Application Qualijied applicants are invited to send: development activities of the Foundation network; and (c) mobilise support 
|. 1. acurriculum vitae with recent salary history; - | | for programme and resource development activities of AKF(UK).. 
.2. names, addresses and telex numbers for three pro- _ Applicants must be graduates with qualifications preferably in development 
| fessiondlreferees; sio og ooo Go o7 ^ |] [ studies, social sciences or in disciplines related to health, education, and rural 
. 3. photocopies (non-returnable) of other relevant. sup- development; possess knowledge and experience of the loca and interna- 
. porting documents, | = | tional NGO community and voluntary sector; have good written ond oral 
to Dr Aart van Schoonhoven « xd communication skills, and be capable of effectively representing the interests 
^ Deputy Directar General/Research | of the Foundation to. a variety of external agencies and audiences. Work 
dC TR A-PO Box 5 466. Alex re experiences in social development in the Third World and in communications 
: 1 g d ! : aD 23 CRY 2 yria . ab os : We : fie d will be on advantage. CE p s l ; à 
33 263 ICAR JA SY pec etd | re ae The ability to work co-operatively and effectively asa member of a cross- 
De SP shon er (963. 21) 433.213 477 or 234890 |, €ultural team and to speak and write English fluently are essential... 
NEC RC ADIRI oet istos - NESCIO or This is a contract position based in Lóndon with.a competitive salary related 
S ordinal please: quote -position no : DOAI on to qüalificatioris and experience. TS T ei 
oXgnouneement dite 1 June 1990. | Applications with CV should be made by 10 August 1990 to: 
| ion Process Begins 1 Septembe r. 1990. i P E Chief on ecutive Officer ^; . . 7 | 
DA is an Equal Opportunity Employers: _ Stade 
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International Center for Agri 














visitment Division of Deloitte & Touche is seeking 
m Leader for the implementation of a large 
onduras, expected to commence in September/ 


The Agricu ae 
candi laté 





hee 





eht range of areas including agricultural production 









months o: hort tem mpar — 













o Je for the management ‘of expatriate staff 
is ng: | 0 ogether with his/her counterpart, the day-to-day 
"direction of. project activitie and liaison with Honduran government. Technical 
responsibilities will focus upon institutional. analysis and strengthening of the client 
. fegional organisation and other- parastatal agencies operating in the area. Purpose- 
built offices and- staff housing are available. 


Requirements for the Team Leader position include previous experience in 
managing multi-disciplinary teams in developing countries, preferably in rural 
development projects. Experience in institutional analysis. and strengthening 
activities is also essential, as is.a basis in Spanish (additional language training may 
be available for candidates who have exceptional stones elsewhere). Lea 
ate qualifications in agriculture, rural development, p e or a.related field is 
highly desirable, as is experience in. Central America. Applicants must be Canadian 
citizens or Landed Immigrants. — . 


Please send or fax curricula, vitae, including, references to: 
Mr Rick Andrews, Partner Agriculture. & Rural. Development Division 


che, 386 Woolwich St, Guelph 
Ontario NIH 3W7, Canada. Fax: 1 1-519-822-0247. 

























Having ‘established - over st. 14 years a pre-eminent 


position in the field of on-line analytical services, the company . 


_has-now developed a parallel product specifically. for the 
^ pharmaceutical industry. The service provides succinct, timely 
“and authoritative analysis of major developments— political, 

economic, social, clinical, medical —which have an impact on 
| the industry. | 
ES The service now wishes to recruit an editor, whose primary 
Eo responsibilities will be: . j 
[|j -— management of a smali edito ial team in Oxford 
| — continuous contact with a ra ng e of world-wide experts 
— liaison with corporate cients. : 


|] — keeping abreast of all major developments i in and around 
. the pharmaceutical industry ^ 


[| The ideal applicant will have proven writing and editorial a 


skills, an appropriate academic background and some first 
hand knowledge and experience of the pharmaceutical indus- 
try. Salary is negotiable. 
Please send applications with curriculum vitae in confidence 
to: | | 
James Plaskitt 
Oxford Analytica Ltd 


52 New Inn Hall Street 
Oxford OX1 ~ 


! ONOMIST JULY 2i 1990 





-year period the project will develop new and. 


aion. pigs mat eting, agroindustry; e extension and community devel lopment.” C 
Expatriate staffing. will: comprise: ‘SIX  ig-tarmets and more than 100 person . 


.. Point group, offering specialised 


.. dal transport projects and of hotel and leisure developments in 


firm's services. 


761 Southwark Street, London SE1 1SA 





TRANSPORT 












B "hs velit SECUN pensis jacnddenent- 
finance and UT principally in iha 
Ann mg countries. - 









direct e Pane ‘add órganisotions 
With a number of further projects under 
development, we are interested in making 
contact with transport economists, engineers 
. and financial managerswith overseas field 
experience, including potential team leaders, 
with a view to 


availability fcr short | , | | m | 
zs TIVOC 
starting 12-24 months i | | pU 


TOR DOW. TRANSPORT, INDUSTRY & VEHICLE | 
Please write enclosing a OPERATION CONSULTANTS LID. 
full c.v. and indicating is sein r | 
likely availability, to the abel 


; l s - Tiverton Business Park, 
Managing Director, Tiverton, Devon EX16 65S 







































"Senior Consultant 
BIRMINGHAM 


The Economic Studies Croup is isa consultancy within the High- 
‘services in the fields of ec 
nomic and financial planning of large scale developments. ] 
is currently retained to evaluate and analyse investment and 
planning aspects of ports in the UK and overseas, of multir 





various overseas countries. : 
We wish to expand our capability in the UK and to make a new 
senior appointment in Birmingham. We are secking an econo- 
mist in the age group 35 to 45 to operate at a senior consul 

level with experience as a teamlea rand ability to promote the 





The successful candidate is likely to have a first or second de Tee 
in economics and to have worked in areas closely related to 
transportation and development, including planning, environ- 
mental matters and socio-economic forecasting. — | 
Substantial knowledge will have been acquired of methods of 
evaluating the economic impact of relevant projects at local and 
regional level, and in assessing the added value generated s 
investment. 
Please reply sending a complete CV to: 
Im ng Director 

nomic Studies Group Limited 


ESG is an egual opportunities employer 
pA High-Point a 
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If youre thinking of doing you can access resources from 
business in Australia, take a National Australia Bank's world- 
ook at our Australian business wide network, through our 
credentials. Better still talk to managers. 


them. You will find their wealth Which can be very useful 


of experience and advice when you consider National 
| invaluable. Australia Bank is one of the 


: < Our managers inAsiahavea | worlds top 100 banks with 
thorough understanding of the offices in 13 Asia Pacific 
markets in which they operate countries and all major financ- 


Sig 


Sie 


and an extensive knowledge of ial centres. - 


yes 


international financial matters. So before you do business 


Each manager offers person- in Australia, or anywhere else 
al service and expert advice on in the world, talk to one of 
all Australian business, includ- our managers in Asia. You will 


ing business migration. ^ Soon see why we proudly refer 
© Or if you are interested in to them as our business 
. doing business in other countries, credentials. 


JAPAN Peter Crutchley. General Manager. Tel: (3) 241 8781/5, Fax: (3) 241 5369 HONG KONG john 
McLeod, General Manager Tel 526 2041, Fax 845 925] SINGAPORE Adrian Kavanagh, General 
Manager. Tel. 534 7655, Fax: 531 4264. REPUBLIC OF KOREA Sam Kwon, General Manager, Tei. (2) 
139 4600, Fax: (2) 733 0738. TAIWAN David McPherson, General Manager, Tel (2) 719 1031, Fax (2) 
TIO 6289 THAILAND Doug Robertson, Representative, Tel- (2) 236 606/7 Fax (2) 236 6018 
INDONESIA Tony Hart, Representative, Tel. (21) 380 0706, Fax: (21) 380 1/57 MALAYSIA Bruce Rowe: 
Representative, Tei. (3) 293 6111, Fax. (3) 293 2972. INDIA Ross Huggins, Regional Representative, Tel 
(11) 684 7451, Fax.( 11) 683 2832. PEOPLE'S REPUBLIC OF CHINA Peter Murray, Chief Representative, 
Tek (1) 800 2255 Fax: (1) 5003642. ^. : | 




















TY 'O THE losers have gone the spoils. Like gy 
Germany, the other aggressor flattened ` 
45, Japan has re-emerged two genera- 

r i powerhouse i in the new world. 
oviet Union is a military superpower 
the mpire-shorn Russia that suc- 
it, will remain one. But it is otherwise a 
l and moral wreck. Mrs Thatcher was 
"xaggerating much when she alluded, af- 
ter the G7 countries’ summit. in ‘Houston this 
month, to a world of groups based on the - 
dollar, the yen and the D-mark". | 
<- The new order should be a source a pride, patticularly to 
the United States. Its generous post-1945 policy was aimed at 
exactly this: containing Soviet expansionism while reviving, 
in a benign form, the energies of its old foes Germany and 
Japan. Even so, history. makes it fair to ask whether these 
gifted but disturbing countries will continue to use their 
power in ways that better the world rather than worsen it. . 

The revolutionary events in Europe over the past year 
have obliged Europeans and Americans to think a lot about 
this in Germany's case. Now that the Soviet Union and West 
Germany have struck a deal that will allow a united Germany 
to remain a full member of NATO (see page 45), most people— 
under the age of 50, at any rate—have concluded that a pow- 
erful Germany today is not an unduly fearsome prospect. For 
one thing, German society has become something of a model 














since the war. For another, Germany cheerfully submits itself 


| institutions like the European Community and NATO that 
narness its nationalism to broader purposes. Not enough peo- 
ple ask such questions about Janan; Thati is a mistake. Japan, 
too; is unfurling. 


À singular country in a dangerous P | 
Tn many ways the 1980s were to Japan what the 1920s were to 
the United States. It was a decade in which Japan quickly 
turned into a net creditor (to the rune, so far, of more than 
$300 billion) and became the world’s biggest provider of li- 
quidity (at times like the October 1987 stockmarket crash). 
Less happily, it too went through.a sharp inflation in land and 
share prices that could yet end in a financial debacle. More 
impressively, its industrialists ventured out—so successfully 
-that in carmaking, at least, and perhaps in other industries as 
well, Japanese multinationals are likely by 2000 to be the only 
ones with real heft in all three of the world's great markets, 
North America, the European Community and East Asia. 

' Japan has come out in other ways, too. It has just sur- 
mer, America as the biggest donor of foreign aid ($9 billion 
last year). For 15 years its amatar iprbum h has been going up 








help contain Asia's jostling giants, a continuatio n of 


-than Germany: it is more deeply mistrusted. It is not 


Japan. The Japanese still appear, to themselves and to t 






































by 596 or more in real terms each y year 
pending on the exchange rate you use 
has already made it the world's third big 
defence spender—with more to come, as 
lar i increases are due to continue for years 
-.. While only a shock of the size whicl 
a reluctant America into its great-pow 
of 1941-50 could rush Japan into a sin 
feat, the country is no longer the poli: 
pigmy of legend. Under Mr Toshiki Kaifu 
. prime minister for just a year, it has b 
-adopting diplomatic stances that would ear 
lier have made it blush. At the summit in Houston, Japan 
went its own way on aid to the Soviet Union (adamanth 
against, until four Japanese island groups occupied by the 
Russians in 1945 are returned) and on the resumption 
loans to China (for). Japan i is making a place for itself alon 
side Germany in the top rank of powers. But it will have 
harder time of it, for two reasons. .- 
The first is that Asia is a more complicated and dangeio is 
place than Europe. In north-east Asia the superpowers are 
still frozen in cold-war postures, deploying large nuclear. 
armed naval and air forces. China, poor, turbulent and with 
nuclear weapons, glowers at anybody who threatens to cross 
its path. The Koreas, Japan’s next-door neighbours, are still 
enemies of each other and instinctive antagonists of Japa 
The peace among these strenuous contestants has been more 
or less kept for:40 years by the United States, Japan’ s nuc 
protector. Ín the absence of anything like a NATO or. ang 














nese-American alliance for another 20 years. or 80.0 of 
best hope of peace and stability in the region. = = 

That is still likelier than not. President: Bu ! 
Kaifu, who get on well, leave no doubts that this is wha 
are aiming for. But plenty of American congressmen r 
Sorry though hy are to see it happen, many. Asians 








Aany more ahuddee: atthe thought of: 
loose, looking after its own security. . 


This is the second reason that makes Em: a rl le 


Germany has confronted its past more squarely, apc 
for it more clearly, and thus buried it more reassu int 


neighbours, as too singular a race to offer an exampl 
inspiration to other people. Germany is at least groping 
wards a common European ideal. Japaneseness is a’ 
which, by definition, has little appeal to non-Japanese, 

Why hou 4 the se depunese m to worry about t 




























































e society, i in creating sean and a its children well, 
n running the only big cities in the world where a woman can 
Il feel safe walking alone at night. The trouble is that Japan 
n no longer live just for itself. Britain and then America led 
e world and guaranteed its trading system by opening them- 
lves to the outside, and in return offering the outside a few 
road ideas about how life ought to be organised. If it is to 








| POLITICS, timing is all. For Mrs Margaret Thatcher, 
he cruellest aspect of the Ridley affair was that it hap- 


nking; all seemed set fair for her to re-establish political 
lominance at the Conservative conference this autumn and 
o start preparing for the next election. - 

- Then a few rash sentences from her trade and industry 
secretary, Mr Nicholas Ridley, did untimely damage. He said 
luntly that the reunifying Germans had dangerous national 
haracteristics and that the structures of the European Com- 
munity were oppressive. The drama of his. subsequent res- 
ignation caused a flutter measured only in days. What 
counted for much more was the way it affected this govern- 
ment's internecine row over Britain's attítude to Europe. 

Here it tilted the balance of power against Mrs Thatcher in- 
ide her own cabinet and further weakened her position with- 
n her parliamentary party. 

- Behind this shift lies a change in political generations in 
ritain that is marked by, more than anything else, evolving 
ttitudes towards Germany and the European Community. 

' Ridley's outburst had much to do with his age. He was 
pressing the reflex thoughts of millions of Britons who 
| through the second world war and were brought up on 
Ider view of Britain's place in the world. For these people, 

tain's imperial power slid graciously into mother-of- Com- 
wealth, and special-relationship partner of America: Mr 
dley’s remark that "we've always played the. balance of 
wer in Europe" had a tinge of that sustained specialness. 

ese are the Britons who said th: 









lat it was not the content of 
Ridley's outburst against Germ ny and Europe that was 
ong i it was. just. then manner. =— 





dli " in Ho is also Mrs Thatcher S. She ee his i in- 


iis: language i in public. At 64, she is the oldest member of 
- cabinet ani has precious few political allies of her own age 
cabinet members, nearly half are in their fifties 
largest. group, seven-strong, are in their for- 
aged 60 60 or more. If her. goverment were 








5 western societies ir in ^ become the leader of a yen zon 


e Ridley affair has shied the balance of power in Mrs Thatcher’ government 


ed just when things had been looking up. She had weath- 
ed the usually sticky parliamentary summer; she had shorie © 
he Houston summit; Labour’s opinion-poll lead was 


ts about many of these matters, though she would never - 







its money, Japan will have to do some ticis ee 


Japan did indeed open itself up to outsiders’ goods and 
ideas in the 1980s. That relaxation will continue. If the Japa 
nese can also prove that they stand for universal values, not 
exclusive ones, they will find it easier to persuade the world 
that their new assertiveness is to be welcomed. Their ability to 
do this will decide, more than anything else, how peaceful and 
prosperous post-cold-war Asia will be. 








7 wholly united in its attitude to closer European co-operation 
|. such statistics would not matter. But it isn't and they do, | 
:. cause for the first time Mrs Thatcher finds herself in retreat 


before a new wave of Conservatives, eager to flex their mus- 
cles and instinctively pro-European. Men like Mr Douglas 
Hurd, Mr Chris Patten and Mr John Major are European, just 
as she has always been instinctively Atlanticist. 

True, there is another, still-younger, generation of rising 
Tory politicians who arrived in parliament in 1983 and whose 
brightest stars are radical Thatcherites. Mr Peter Lilley, pro- 
moted to run the trade and industry department, is the first of 
these to reach the cabinet, but there is a cluster of 
Thatcherites at key positions farther down the government 
tree—Mr Francis Maude, on the European desk at the For- 
eign Office; Mr Michael Portillo, the minister in charge of 
poll-tax reform; Mr Michael Forsyth, the Scottish Tory chair- 
man; and Mr John Redwood, at trade and industry (and a hot 
favourite for promotion in the coming reshuffle). 

Mrs Thatcher must dream of holding on until such ideo- 
logical allies as these have reached key cabinet positions: they 
would ensure her banner was carried forward after she re- 
tired. Unfortunately for her, she must first survive anoth 
year of political and economic turmoil. The political turmoil 
will centre on the inter-governmental conference of the Euro- 
pean Community which opens in Rome in December. There, 
the prime minister will do everything possible to delay the 
EC’s progress towards full monetary union—prevarication, 
sidetracking and brinkmanship. Meanwhile at home, the con- 
tinuing inflationary threat will mean painful public-sector pay 
battles, while interest rates fall more slowly than many Tories 
hoped. It will be hard pounding all the way. 

Her old instincts, and those of the young turks who back 
her, are becoming ever harder to sell to the British public, as 
our poll of British businessmen on page 53 implies. As Brit- 
ons wrestle with inflation and high interest rates, and com- 
pare them with those on the continent, they become harder 
to convince that monetary sovereignty is worth fighting for. 
And while the scope for damagingly intrusive government 
from Brussels may be there, for the moment conservative Brit- 
ons do not have much argument with the way it is using its 
powers. Mrs Thatcher's basic. middle-class voter is coming 
slowly to the conclusion that while those continentals may be 




























they do seem to run their lives rather well. 

-— After the Ridley affair, Mrs Thatcher looks still less able 
to cope with the way her leading colleagues are responding to 
this shift in British perceptions. She is being dragged (one 
elbow firmly grasped by Mr Hurd, the other by Mr Major, 


with : a.gpimace on her face) towards a more e federal dia 


OW that those lips have finally ied. it is clear that tax 





billion of cuts that America's deficit trimmers are searching 
for. Indeed, that may be just the hors d oeuvres. The adminis- 
Yow thinks that America's budget deficit in the com- 
"ing fiscal year will be $169:billion—even before adding the 
cost of the savings and loan rescue. Better to find the money 
in ix that help the American economy than harm it. 

Most taxes are levied on things that are good foran econ- 
omy: government gets revenue at the expense of some eco- 
'nomic welfare. Because income is taxed, people work a bit less 
hard; because capital is taxed, they have less incentive to save 
and to invest. The World Resources Institute thinks that such 
distorting effects of the tax. gus cost Americans. 41% of 
‘GNP each year.. 2 

Why tax good chives weht it is pombe to tax bad ones? 
The obvious bad thing to tax is pollution. For, while hard 
work and thrift bring economic benefits, pollution brings 
"costs—ill health, acidified water, damaged crops, crumbling 
buildings. Taxing pollution may also mean less need for enter- 
-prise-crushing regulation, rarely the most cost-effective way to 
clean up. America spends 1.5% of GNP on cleaning its envi- 
‘ronment, a sum that will almost double over the coming de- 
cade. Why spend this wastefully? | | 
| Energy is the biggest pollutant of all: causing in various 
"N ays oil spills, acid rain, smog and greenhouse warming. Over 
the years, American legislators have considered any number 
of ingenious rules to curb the dirty side-effects of burning fos- 
-sil fuels: fuel-efficiency standards for car fleets, scrubbers for 
` power-station chimneys, double hulls for oil tankers. All such 
¿devices drive up the price of fuel. But the extra money goes to 
the makers of catalytic converters or scrubbers. Government 
intervention increases; prices increase; government revenues 
-do not. 
.. Falling energy prices have made it harder to achieve im- 
- provements in air quality. The fuel cost of driving a mile in 
America, in 1989 prices, has fallen from 4 cents ten years ago 
to 2 cents today. That is the lowest level ever. Not surpris- 
ingly, the gains from energy saving made in the 1970s have 
stopped. America is once again becoming a big importer of 
energy, buying abroad nearly half the oil it consumes. Fuel 
imports are now equivalent to one-third of its trade deficit. 

By increasing energy taxes, America would not only cut its 
budget and its balance-of-payments deficits with one swipe. It 
would also discourage a potent source of pollution. But there 















Glum forecasts Es America! s budget deficit make due case ids taxing energy - 


oil import fee, repeatedly discu: 
a fee might cut A 


increases will have to provide a large slice of the $50-55 | 


America’s own oil supplies, it would increase future vul 


further moves to monetary or sc polis anon, P and ds i an r 
consequences. But that would finish her. For chall Wwe 
choose between Mrs Thatcher and a fuller involvemet 
Europe, the Conservative party would now probably, 
great regret, choose Europe 



















































are bad and seed: ways to tax energy. The worst eee 

sed in past budget crises 
merica’s dependence-on imported oil 
short term. But because it would speed up the depletio 




















bility. Worse, only about 40% of the increase in prices 
caused would go to the government in higher revenues. ` 
rest would line the p pockets d American oilmen.. 


Carbon copy | I2 
Far better would be to tax the iene content sek TA as s di 
leave the mine, dock and well head. A tax of roughly. $28 ' 
ton of catbon content of coal, oil and gas would.raise $2 
billion revenue in 1991 and $163 billion over five years: 
enough to make a big hole in the budget deficit. Such a tz 
would also allow America, the world's biggest puffer of green- 
house gases, to stabilise carbon-dioxide emissions by the end 
of the century—a goal that the greener countries of Europe 
are already determined to reach. It would encourage energy 
conservation and the development of renewable fuels, givir 
American companies a better chance of competing on world 
markets in these two "green" industries. And with stable ca 
bon-dioxide emissions would come cuts in those other nas 
pollutants, sulphur dioxide and nitrous oxide. : 
A carbon levy could be presented not as a tax but as 
"atmospheric users’ charge", ‘which might even mak 
ronmentally-conscious people feel virtuous about paying 





one recent poll found that 3396 t Americans Supp: 
general energy tax, but only 2496 a petrol tax. The 
the tax, the more’ : widely. its burden i is likely to e 


extra dibr of revenue, B 
True, a carbon tax, like any tax on dius wou 
more heavily on the poor. But not as heavily as, say, a p: 
tax. Tougher pollution rules raise energy prices too, b 
not raise revenues from which the poorest could be gi 
help. True, too, some companies would lose the comp 
edge that America’s cheap energy gives them. But Ame 
industry as a whole would not. A big cause of America’s d 
dling competitiveness is lack of investment, discourage 
the high interest rates that help finance that deficit. In c 
petitive Japan, companies pay much more for their « energ 
but get age Seat cheap. : 











JA ANY Americans still find it hard to accept that they 
should be on the. receiving end of that dread being, the 
AEE di pue Ce en across on or nis 







































merican ing aon not invent yas eroa border rk 
wy 50. dominated i its growth i in the. 1960s and 1970s that 


| + actos de ford. capecally when: shuttered. rough 
ted teeth. Now, just when many countries have learnt to 
rate this old public enemy number: one, America i is learn- 


The latest multinational. crime to be alleged in Washing- 
n is that of "transfer pricing”. This is a trick whereby firms 
fiddle with the prices of goods bought from sister companies 
verseas in order to accumulate the most profit in countries 
where corporate taxes are lowest. Investigators for a commit- 
ee of the House of Representatives report that 36 foreign- 
owned firms achieved a total of $329 billion in sales in 1977- 
87 but paid only $5 billion in American taxes. 

_ Transfer pricing is a shabby practice wherever it happens 
ind whoever is guilty of it; doubtless some foreign firms are 
loing it in America. But what is revealing is the way in which 
hese American allegations are couched: the research singles 
jut foreign-owned firms and compares them with domestic 
ones, rather than looking at all firms regardless of parentage. 
Remember that it was American firms that turned tax avoid- 
ance into an art form in the 1970s; then, as now, they used 
lodges aplenty to ship profits. across borders, including 
merica's, whether by using brass-plate companies in the Ca- 
bean or imaginative internal pricing, or other tricks. The 
get should be the practice, not the foreign practitioners. 
The next storm will be another old American speciality: 
e purchasing of influence. This issue will rain down this 









HE police, as hers say in ie. are = secet with 
their inquiries. And proceeding and proceeding. Seldom 
British legal history can a case have excited so much pas- 
n in Britain and abroad, over so many years, as that of the 
irmingham Six—six Irishmen jailed for life in 1975 on 21 
‘ges of murder in the aftermath of horrific bomb attacks 
two crowded pubs in Birmingham. Within the prison ser- 
e itself, the Hominem, Sis s are almost. Aupiversally 1 re- 








autumn provided € that a book by Mr Pat Jhoáte, a lobbyist at 
TRW, a high-tech firm, xin the libel lawyers. Mr Choate will 
apparently chronicle how much Japanese firms spend on lob- 
bying legislators in America, whom they hire, what victories 
they have won, and plenty of other Washington sleaze. Again, 


. other countries who for years worried about rich American 


firms' clout will think this splendidly ironic. Here, as in so 
much else, all the Japanese have done is follow a business 
maxim: do what the locals do, except better. 


Up the loci curve. 


More noises will follow, all of a 1970s, Unctaddy sort. Tec 
already mumbling about technology transfer—either Amer- 
ica is being deprived of it, or American technology i is being 
stolen, Sovereignty (ie, the loss of it) will pop up time and 
again. Such sentiments are matched by apno wie fashions 
in American corporate advertising (see page 68). 

How can Americans. learn to love their own business 






| Bris They would do well to remember why other countries 


(notably in Latin America) have gradually become happier to 
welcome the American multinationals they once feared. One 
reason is that free markets in capital and goods make bashing 
multinationals self-defeating: if you keep them out they'll only 
compete with you from somewhere else. Moreover, Latin 
American governments (after years of American preaching) 
now realise that direct investment is a much better way to 
receive foreign capital than loans. The money stays put, it is 
invested by experts, and the “debt” will be serviced only to 
the extent that profit is made. 

Most of all, multinational investment by American firms 
in the 1970s was a boon for management skills and technol- 
ogy elsewhere. It exported American productivity worldwia 
Now foreign inward investment is offering to do the same to 
America in areas where its skills are rusty. Nothing works 
such wonders as a dose of cultural imperialism. 










garded as innocent men. Yet the Procedure for re-examining 
their guilt moves at a glacial pace. 

When the defence claimed i it had fresh eridence3 in 1986, 
it took the police nine months to present their. response to 
the Home Office. Late last year solicitors for the six men 
claimed again that they had new facts to bring before the 
courts. Now a squad of 45 policemen, from the same regional 
force as was involved before, is three months i into another 














‘investigation expected to last well into the autumn. This is 
just the first in a series of hoops that must be negotiated if the 
‘convicted men are merely to win the right to appear (for a 
second time) before their lordships in the Court of Appeal. 
Once there, their chances of a sympathetic hearing look slim: 
one law lord is rumoured to have threatened to resign if the 
saig is ever returned again on appeal. - | 

/. This interminable obstacle race looks more unjust than 
ever in light of the publication on July 12th of a report by Sir 
John May. The report presents the findings of Sir John, a 
former. Lord Justice. of Appeal, into another alleged miscar- 
“riage of justice—the case of the Maguire Seven, imprisoned 
-on explosives charges arising, like the case of the Birmingham 
Six, from IRA outrages in 1974. It is not that the May report 
resulted from a sudden turn of speed by the judiciary. (It did 














not: his appointment followed endless police inquiries that - 





'preceded a separate Court of Appeal hearing last year.) Nor 
. does the May report have much direct bearing on the circum- 
ances of the Birmingham Six—though the conviction of the 
Wf: drew on forensic evidence that had points in common 
with that which sent the Maguire Seven to prison. The real 
impact of the May report is that it shows what can be 
achieved by an independent inquiry determined to establish 





-the truth, as an alternative to the adversarial machinery of the 


British courts. 

~~ The Court of Appeal judges, rejecting the first appeal by 
the Birmingham Six in January 1988, decided that the origi- 
nal trial had got to the heart of the matter. Their eee 


The gift of c: : - alism 





1 Poland and Eastern Europe' s. there ex-communist countries should privatise 


their state-owned industries by giving them away - 


HE governments of Poland, Hungary and Czechoslo- 
L vakia want to build capitalist economies from the rubble 
le f communism. They know that this: will mean turning over 
“most of their state-owned enterprises to private ownership. 
That is a lot easier said than done. Britain's Mrs Margaret 
Thatcher has struggled to privatise a handful of industries, 
‘and she has had 11 years for the job. Eastern Europe's 
;privatisers will have to dispose of thousands of enterprises, 
many of them hopeless loss-makers; before their economies 
can claim to be market-driven. How can they doit? — 
The uncontroversial starting point is that the. govern- 
‘ments cannot sell off their enterprises all at once. This is for 
‘two main reasons. First, enterprises need to be valued before 
_they can be sold—otherwise buyers and sellers cannot set a 
sensible price. The information required for this task will take 
“time to gather. Once the economy is opened to trade, as Po- 
land’s now is, the prices of traded goods are driven by the 
world market, and thus begin to convey information. But un- 
‘til private firms provide the core of each economy, there will 
be no proper national markets for labour and capital. Under- 
lying costs—and hence the value of each business—will be a 
matter for estimation rather than observation. 
.. The second PDAS to selling in a hurry is that, uoles 











evidence way beyond anything considered admissible 


reign. 


urgency. Then it will be time again to discuss the ne 


“dently of the courts, as was urged by the home affairs comi 


thing more recent would doubtless be dismissed, in this la id 


though many pr. the. enterprises may turn Out be, Easté E 
_-rope’s peoples lack the purchasing power to buy up the lo 
used to be argued that privatisation was a good way to soak 


Fast Derman, S recent experience suggests thart the ov 
may not exist: on monetary unification, its people 
ployment to come. | 


possibly undervalued prices) to foreigners. All this poin 


its enterprises to a mix of foreign and domestic buyers. 


















































showed the utmost reluctance to challenge its finding 
score. They rejected as “a half-way house" the idea of 
and rejected new evidence which many think would 1 
the defence put a powerful case before any jury. And the 
judgment drew heavily on circumstantial evidence whi C 
original j jury was in to ignore. 


Listen, after eight. years vd 
Sir John May conducted his inquiry quite differe 

ing defence counsel with respect and courtesy, rather 1 
hostile critics of past judicial decisions, Sir John exa 


Court of Appeal; he called upon experts to testify in 
fashion; he commissioned an independent scientist" 
The results suggest that the government's forensic sci 
had an almost haphazard regard for the truth, where th 
ecution had previously insisted that only certitude 


The home secretary, Mr David Woddingror; should: 
the lessons of Sir John's approach to the case of the Birt 
ham Six, and appoint an independent inquiry as a 


some permanent machinery to review such cases, in 


tee of the House of Commons a full eight years ago. T 
suggestion can now be considered to be fully matured. Ar 


of legal placis, asa AREE reaction. 


the “monetary overhang” of forced savings. Short: : 
goods, the argument went, had caused people to sav 
than they ovea to; this flood of EE power 


rush to spend all their new D-marks. Most likely, Easter 
rope's other savers will be equally cautious, for fear of u 


So why not sell the enterprises abroad? This again C 
up against the valuation problem—and there are politic 
its to how much of Eastern Europe's industry can be so 


same way: selling the enterprises will take time. 
Poland's parliament has just passed a long-awaited 
sation law. With luck, the government will soon start selli 











cials hope to sell 40 enterprises over the next year. If th 
that tanien, ther mi haye done Xemarkably well. And 






































7 ubsrantially market-driven economy by, say, the end of the 
\ext century. 

The rigħt RE E RA to draw from such’ a lios iof diff- 
ikisi is this: do not sell at all, but give the enterprises back to 
he people who own them already. This immediately solves 
e problems of valuation and purchasing power. It will also 
ye fast. Within a single year, it could take Eastern: Europe's 
'conomies out of state ownership and put them into private 
'ands—the precondition for lasting economic recovery. 


Quite a portfolio, comrade | 


ere is one obvious drawback. Giving Ead adult one iode 
very enterprise would mean, in Poland's case, giving each 
t 7,500 bits of paper. That would create neither popular 
talism nor an effective capital market. Giving each person 
gger share in a smaller group of enterprises would be one 
lution, except that the valuation problem would then reap- 
ar: the government would have to make each package of 
ares worth the same. 

The answer is to create te perhaps ten state-owned holding 


7 EELING downtrodden, oppressed, victimised? Try asking 
. for help at a friendly embassy and your problems may be 
ver. In recent months freedom-loving ambassadors have 
protected the liberty, and maybe the lives, of heretical scien- 
tists, proscribed poets, free-speech enthusiasts and suchlike 





China, Kenya, El Salvador, the Ivory Coast and Burma. 


who, after routinely protesting, see the cream of their critics 
hifted i into exile, where they are expected to keep their voices 
own for a while. In the bad old days when Latin Americans 
anged their governments by coups, the bloodless way out 
: ex-caudillos was by way of a friendly embassy. Asylum has 
ually worked selectively, to protect top people in trouble. 
Last summer, as Eastern Europe turned the corner to- 
ds democracy, it looked as if the right to asylum was being 
lemocratised too. East German freedom-seekers moved by 
e thousands into western embassies in Prague and Buda- 
vest. They were ordinary people, fed up. but no more op- 
essed than most under the wretched regime that ruled 
em. So were the ragged Albanians who, this month, hud- 
sd into Western European embassies in Tirana, and ence 
Italian ferry-boats confusedly to freedom. 
:But not all escapers are:so lucky. In Havana last week, half 
lozen Cuban sanctuary-seekers walked into the embassy of 
i m democratised Czechoslovakia. The Cuban authorities 
ked to have them back; the Czechoslovak diplomats duly 
used. Then came tlie twist. A fresh batch of Cubans made 
s way past the guards at the embassy gate, took the first lot 
h some of their diplomatic? hosts, 








OD enterprises to bod will be i | 


Institute of Technology, recently endorsed it and offered 


When the going gets tough, head for the nearest friendly embassy 


- Diplomatic asylum is useful, not least to oppressive rulers 


| companies and divide th am: . equa 
distribution of enterprise shares among the holding compa- 


nies would be unnecessary—and unwise. It would make sense 
to ensure that each enterprise initially had a single holding 
company as its controlling shareholder; this would make 
managers accountable. Equal shares in the holding compa- 


nies could then be given to every adult. In effect, the holding 


companies would become mutual funds. People would be free 
to trade shares in the holding companies and, in. due course, 
shares in the underlying enterprises as well. Managers both of 
holding companies and of enterprises would face immediate 
pressure to maximise the value of the assets in their charge. 

. When this approach was first proposed, it was widely dis- 
puse as unrealistic, even frivolous. In fact, it is merely 
radical—and Eastern Europe's governments are nothing if 
not that. The idea is at last being taken seriously: two promi- 
nent economists, Mr Richard Layard of the London School 
of Economics and Mr Olivier Blanchard of the Massachusetts 





variant of their own. Poland and the others would do wel 
consider the case for capitalism at a stroke. 





manded a light to the United States. he unhappy Czecho- 


slovak officials decided that they had better hand the muddle 


over to the Cuban police. Back in 1982, faced with a previous 


_ attempt at mass asylum-seeking, the Cubans had worked out 
ike. their. own gambit for dealing with it: encourage more, and 
ertified grumblers under regimes as different as those of 


make sure that the new lot falls out with the first-comers. 


A selective welcome 





ofty declarations affirm mankind s right to travel freely, a i 


the world is overflowing with people who long to leave ho 


Labour markets beckon would-be immigrants, long-range jets 
make it cheap and easy to move them: But governments turn 
their backs on boat people. The last thing rich governments 
want is for all those huddled masses to have the freedom to 
migrate. Embassies may protect endangered individuals, but 
when the poor ask for shelter, ambassadors must say no. 

The United States embassy in Budapest was rightly used 


-as a churchman's refuge for no less than 15 years after 1956, 
because Cardinal Jozsef Mindszenty's cause was America's. 


But the sanctity of diplomatic premises did not prevent the 
Americans, in the first days of this year, from ghetto-blasting 
General Manuel Noriega out from the Papal Nuncio's hospi- 
table care. It is not enough to be in trouble; it must be the 
right sort of trouble before the diplomats can help. 
And the diplomats? Once ambassadors were honest men 
sent to lie abroad for the good of their-countries. Now they 
are transit-camp managers, dispensing in hostelries as often as 


. dissembling in chanceries. Join the corps pe A and 
dig latrines for the free. 





EAST EUROPEAN FARMING 


There's nothing... 


No yeomen they 


It will be even harder to privatise the farms of Eastern Europe than its fac- 
tories. The farmers don't want their land back, thank you 


HE landscape of Eastern Europe is an 
impressive sight at this time of year. 
8 of wheat, maize and sunflowers 
retch to the skyline, as combines march in 
line astern across the horizon. Kansas and 
Saskatchewan seem small by comparison. 

A closer look reveals a less impressive 
picture, now that the old smokescreen of 
statistics demonstrating the ever-grander tri- 
umphs of communist agriculture has drifted 
away. The underlying reality is a mess. 

The food subsidies that made bread 
cheaper than wheat, leading East German 
farmworkers to fatten pigs on loaves or su- 
permarket potatoes, are about to disappear. 
But higher food prices do not flow back to 
the farmers. In Poland a litre of milk today 
buys half a kilo of cattle cake, compared to 
242 kilos a year ago (the ratio in Britain is 
about one-for-one). Private farming there is 
near the brink of collapse. Romania's lack of 
foreign currency forces farmers to use an- 
tique machinery and cobble together make- 
shift spare parts. The vet on a Bulgarian co- 
operative farm, like huge numbers of his 
fellow-countrymen in the past year, has de- 
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cided to emigrate to the West. 

Chaos and contradictions flourish in 
the headlong rush from command to market 
economy. In the Moravian town of Jaro- 
mice, the co-operative farm director, Jan 
Swoboda, has translated extracts from the 
autobiography of Chrysler's boss, Mr Lee 
lacocca, and posted them on the farm's 
noticeboard. In the Bulgarian village of Bjala 
Cerkva, 600 miles to the south-east, Russi 
Shankov still keeps the red flag flying over 
his co-operative farm. Yet Mr Swoboda re- 
mains a member of the Czech Communist 
party, while Mr Shankov pays his dues to 
Bulgaria's Agrarian party. 

The only constant today in Eastern Eu- 
rope is uncertainty. “We are in a dark tun- 
nel," says a Hungarian geneticist, "some- 
where between the past and the future." A 
Bulgarian farm manager puts it differently. 
“There are muddy waters in Bulgaria today, 
and only a few fish seem to flourish in these 
conditions." Your correspondent met one 
such fish, Mr Stoyan Simenov, a 26-year-old 
private shepherd who runs 120 sheep in a 
small village. Last year he managed to make 





40,000 leva. Officially that is $14,000. What- 
ever it may be worth in the real world, it is 
twice the income of a Bulgarian university 
professor. 


Who owns what? 


The heart of this uncertainty is the future of 
land ownership. This is a topic that obsesses 
East European politicians, managers and 
peasants—and the hordes of former land- 
owners scattered throughout the world who 
are now beginning to wonder if they can re- 
turn to their ancestral estates. 

Forty years ago the Russians, unable or 
unwilling to learn from their own dismal ex- 
perience, forced the governments of their 
East European empire to collectivise agricul- 
ture. By the mid-1950s private land had 
been all but eliminated, in favour of a mix- 
ture of co-operative and state farms. 

The co-ops were formed by peasants 
"voluntarily" joining together and handing 
over their land, animals and machinery to 
the co-operative. The original members of 
the co-operative, who were guaranteed jobs 
for life, supposedly were to appoint their 
own management and share the equally sup- 
positious profits. 

The reality was different. The creation 
of the co-ops was a long and painful process, 
since few peasants were enthusiastic about 
giving up their independence, and most re- 
sisted fiercely. As for the managers, they 
were usually men parachuted in from party 
headquarters, who floated down, often igno- 
rant of agriculture, to a soft landing in the 


farm director's office, with its padded door 
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and bust of Lenin on the bookshelf. 

What future awaits these farms? The co- 
operatives are particularly vulnerable, be- 
cause their land is still, in theory, owned by 
the peasants, who had the right, again in 
theory, to withdraw their acres whenever 
they wished. The state farms, which are op- 
erated as conventional enterprises, with 
managers and paid employees, were usually 
formed out of the large estates owned by the 
aristocracy, church or state. In some cases 
they enjoyed the advantage of being directly 
subsidised by central government, especially 
if they were near the capital and could be 
shown off to visiting dignitaries. 

Only in Poland did collectivisation fail. 
A combination of the Catholic church and 
a uniquely Polish stubbornness meant that, 
after a few unsteady years in the early 1950s, 
the co-operative movement broke up and 
the peasants reverted to their small and scat- 
tered holdings. Today in Poland nearly 80% 
of the land is still held by private farmers. 

Everywhere except Bulgaria, where the 
issue is still being discussed, it has been ac- 
cepted that—in principle, anyway—farm 
land should be returned to the peasants. 
Former owners of the large estates should 
not get too excited, since there is usually a 
cut-off date of 1947. Land expropriated be- 
fore that date will not be handed back, and 
that includes nearly all the big estates. Not 
that this fact will prevent the new breed of 
East European lawyer from enjoying a spec- 
tacular boom, as litigious or optimistic cli- 
ents test the legal climate. 

So much for the intentions. Here again, 
however, reality is rather different, and the 
infant parliaments of the new democracies 
may be in for a surprise. So certainly are 
those right-wing ideologues who proclaim 
that the desire to own and farm private land 
is one of the most fundamental human in- 
stincts. Not in Eastern Europe it isn’t. From 
the Baltic to the Black Sea, the peasants are 
not interested in taking their land back. 


Independence? No thanks 


Co-operative farm members, like peasants 
the world over, fear change and are happiest 
with the status quo. For East European 
farmworkers today, the status quo is sitting 
on a tractor for eight hours a day and taking 
orders from the foreman. It is not coinci- 
dental that in the recent Bulgarian elections 
the Socialists (ie, the renamed Communists) 
lost the cities to the Democratic Alliance, 
but won the countryside. The Agarian party 
managed a derisory 8% of the vote. 

The idea of taking back the ancestral six 
hectares—15 acres—often broken up into a 
dozen scattered strips, not only threatens 
the lucky owner with a traumatic change. It 
would present some very practical difficul- 
ties. Capital would have to be borrowed, 
buildings to be erected, machinery pur- 
chased and, worst of all, risks taken. The few 


remaining workers who can remember the 
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old days of ploughing with oxen and run- 
ning a dairy herd of two cows do not wish to 
repeat the experience at the age of 65. The 
younger ones have only the stories of un- 
ceasing work for little reward to encourage 
them. Neither find the prospect attractive. 

In the whole of Eastern Europe only one 
small island of peasant independence ap- 
pears On an ocean of cautious inertia. The 
upland regions of central Romania, particu- 
larly the Bihor district, 60 miles from the 
Hungarian border, have long been both cul- 
turally and agriculturally backward. Neither 
the terrain nor the native characteristic of 
extreme independence lent themselves to 
large-scale collectivised farming. 

Today in this small and untypical area 
the co-operative farms have already disap- 
peared “‘like an icicle in spring", says a jubi- 
lant peasant lady, her stainless steel teeth 


~ sparkling in the sunlight. The peasants who 


live among the hills and wooden churches of 
this part of Transylvania simply removed 
their land from the co-operatives. The prob- 
lem of what to do with the livestock was 
solved equally simply: they held a lottery. 

Yet the peasants’ apparent lack of inter- 
est in private land may not last long. For 
most, the whole concept of ownership is, af- 
ter four decades, necessarily vague. The old 
family farm is usually regarded as simply a 
patch of soil on which crops are grown. 
Hence its actual ownership is, or has been, 
almost irrelevant. In the new capitalist cli- 
mate, however, it will soon become appar- 
ent that land can do more than grow crops. 
When an entrepreneur decides to grow 
houses or:supermarkets instead of sunflow- 
ers, and offers forints or leva for the privi- 
lege, the peasant will soon be pressing for 
the title deeds to be removed from the co- 
operative farm's safe and put once again 
der his mattress. v 

When this does happen, today's prob- 
lems will seem simple in comparison. Many 
of the original owners have died, leaving no 
heirs. The children of others have long since 
left the land to work in industry. In contrast, 
some people who have spent 30 years work- 
ing on a co-operative farm may find that 
they are entitled to nothing. 

Often it will be hard, or indeed impossi- 
ble, to give the peasant his exact land back 
again. Not only were the original holdings 
extremely fragmented, but in the past 40 
years hundreds of thousands of hectares 
have been developed for houses, factories 
and roads. Thus it is probable that, if and 
when a peasant does receive land, it will only 
be an equivalent area and quality. 

Eastern Europe's new ministers of agri- 
culture, each keener on the market economy 
than the next, are in a dilemma. They know 
perfectly well that communist agriculture 
has failed. The huge co-operative and "9 
farms of up to 9,000 hectares (22,500 acre 
are unwieldy, inefficient and unworkable. 
But what is to be done with them? 

The questions here go far beyond land- 
ownership. For all the practical difficulties, 
it is not impossible to redistribute the fields, 
or to carve nine 1,000-hectare farms out of 
one of today's monsters. But what is to hap- 
pen to the livestock? Are they to be par- 
celled out in ones and twos? Even if that 
made farming sense, what about the vast 
purpose-built cowsheds and piggeries? What 
about the machinery? And how will the rein- 
vented peasant farms get tools and buildings 
suited to their scale? 

The most popular solution among East 
European farm managers is to keep the co- 
operatives, but distribute shares to the 
members according to a complicated for- 
mula that would take into account how 
much land they or their fathers originally 
brought with them and how long they have 


worked. The state farms, which make up 
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around 10% of the total area, will almost in- 
evitably remain, albeit split up into smaller 
and more manageable units. 


Goodbye to subsidies 


It will be hard enough to formulate these ba- 
sic policies and put them into effect. But 
that will be only the start of the troubles that 
face Eastern Europe's farming. 

All political parties accept that most 
subsidies will have to go, and soon. In the 
short term, that is bad news for farmers. 
Food prices will rise and consumption will 
fall. But the subsidies were not only on food, 
as farmers are beginning to discover when 
they look at the prices they have to pay these 
days for inputs like fertiliser, fuel and animal 
feeds. It may have been idiotic to feed pigs 
on bread, but it was cheap. Now farmers' 
profit margins are being squeezed—and the 
squeeze will get worse. 

Poland's farmers have already experi- 
enced this, in a more drastic form than will 
take place in the rest of Eastern Europe. 
Their falling incomes and rising costs this 
month drove them into angry demonstra- 
tions, and the farm minister out of office. 
Rural Solidarity has all but broken away 
from its industrial brother. 

y managers would be prepared to 
endure these problems if, as a trade-off, they 
could have the same security of supply as 
their western counterparts. They fear, with 
some justification, that they will still be un- 
able to buy the fungicides and fertilisers 
available in Western Europe. 

It may not be mere coincidence that, 
while the politicians talk at length about 
privatising the land, they appear to be less 
keen on privatising the farmers’ sources of 
supply. Governments will still be able to 
control the allocation of fuel, fertiliser and 
chemicals in a way that will give them great 
power over the farmers long after they have 
given up the trappings of central planning. 

The problems don’t end there. The 
farms will still be grossly overmanned, 
thanks both to the original legislation, 
which promised the peasants jobs for life, 
and to the habits of a generation in which 
incentive has disappeared. Eastern Europe 
has about half as much agricultural land as 
the European Community. Yet (overall: 
there are wide variations in efficiency) it has 
far more people at work on that land, 13% 
of the working population, against just un- 
der 4% in the Ec. 

Farming techniques look adequate on 
paper, but theory is seldom pur into practice 
in the field. Yields of cereals and meat are 
only 50-75% those of the Ec. The one out- 
standing exception is plant-breeding, which 
can rival anything in the West. But here 
again the advances made by the technicians 
do not reach the farms. 

Farm machinery is a disaster zone. Only 
in Hungary, where Claas combines and 
John Deere tractors are common sights, are 
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the farms equipped to anything near West 
European standards. Elsewhere, yards of 
derelict and rusting machinery show that in- 
vestment has fallen years behind. The tech- 
nology is poor, reliability worse and supplies 
of spare parts impossible. Romania, as usual, 
is even worse off than its neighbours. Its vast 
fields are populated with small 75-horse- 
power home-produced tractors that would 
barely suffice for a Bavarian hill farm. 

The greatest weakness of all is the atti- 
tude that pervades East European agricul- 
ture. Today's peasant may occasionally 
dream of being independent, but in reality 
he has come to depend on the security of a 
safe job and the warmth of a cosy tractor 
cab. His managers are not unlike him. 

They complain bitterly these days about 
the centralised planning that they were 
forced to endure, when all instructions came 
by telex from the regional centre. The more 
ambitious have learnt some of the vocabu- 
lary of capitalism, and use words like 
“profit” and “incentive” glibly. But even af- 
ter they have removed the picture of Todor 
Zhivkov from the wall, and cleared the 55- 
volume collected works of Lenin from the 
bookshelves, most are still totally unpre- 
pared for the new reality. 


Better times are coming 


Yet Eastern Europe has more God-given ag- 
ricultural advantages than anywhere else in 
the temperate world. The soil round Magde- 
burg in East Germany is probably the best in 
Europe. The black earth of eastern Romania 
and Bulgaria is the equal of anything in the 
Ukraine. At least one inheritance from the 
Stalinist disaster could be beneficial: except 
in Poland, average farm size is over 1,500 


hectares. Provided the farms are not all bro- 
ken up into pocket-handkerchiefs again, 
they are better suited for the future than the 
still countless small holdings of the Ec. The 
potential is enormous. Round every twisting 
country lane one is liable to meet a 
Mercedes with West German number-plates 
looking for business. 

Farm managers have mixed feelings 
about all the attention that they are now re- 
ceiving from Western Europe. A French 
delegation visiting Hungary created some ill- 
will by offering a gift of equipment. “They 
think we're the third world. We need trade, 
not tractors,” snorted the director of a state 
farm. He spends most of his time devising 
ways of penetrating the EC's tariff barriers. 
Not alone: Bulgarians try to find outlets for 
their yoghurt, Romanians for their fruit, 
Czechoslovaks for their pork. All, but espe- 
cially the Hungarians, are keen to join the 
EC and get the benefit of its common agric 
tural policy. They realise, though, that, 
producers of exportable grain and meat, 
they (bar the East Germans, who are guaran- 
teed a place) cannot expect a warm welcome 
from West European farmers. 

So the future of Eastern Europe’s farms 
may turn out less dramatic than it now 
looks. Reduced domestic demand will inev- 
itably divert more produce to export, and 
some of this will move westwards. But the 
bulk of the surpluses will still go to the tradi- 
tional market of the Soviet Union. Not only 
is it nearby, it is far less choosy about qual- 
ity. And Eastern Europe will still have to 
trade its food for Soviet energy. Meanwhile, 
it will take the farms at least a decade to re- 
cover from the triumphs of communism. 
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ASIA 


Good morning, Vietnam 


FROM OUR PARIS CORRESPONDENT 


N A world jaded, over the past year, with 
astonishing turnarounds, this one was 
still remarkable. In a press conference in 
Paris on July 18th, with the Soviet Union's 
ing foreign minister at his side, Mr 
James Baker, the American Secretary of 
State, announced that the United States was 


ng to open a dialogue with Vietnam 
9. Cambodia. It is welcome enough that 


ambodia might be on its way to rescue 
from both the murderous Khmers Rouges, 
supported by China, and the corrupt gov- 
ernment of the Vietnam-backed Mr Hun 
Sen. But this change in American policy sets 
practically every big-power line across the 
globe twanging. | 

For any purpose that matters, America 
has refused to talk to Vietnam since the Rus- 
sian-backed communists of the North over- 
threw the American-backed regime in the 
South in 1975. Mr Baker and his Soviet 
counterpart, Mr Edward Shevardnadze, 
seemed to be announcing an end to Soviet- 
American conflict in the third world. "Our 
approaches have become much closer," Mr 
Shevardnadze said. The Americans and 
Russians have lately made large strides over 
Afghanistan. Africa is more or less done, the 
voters threw out the Sandinists in Nicara- 
gua. Only Cuba, with its flood of Russian 

, remains an obstacle to a full American 
brace for the Soviet Union. 

High officials of the Bush administra- 
tion privately portrayed the Paris announce- 
ment as a triumph of co-operative diplo- 
macy with the Chinese, too. That seems 
unlikely: the next day, China snapped that 
Vietnamese-American talks were a matter 
for the parties concerned, and rehearsed its 
line that Vietnam alone was to blame for the 
Cambodian stalemate. It said it would con- 
tinue to aid the Khmers Rouges. Besides be- 
ing disconcerted by the sudden open hand 
extended by America to Vietnam, the Chi- 
nese are presumably also brooding about an 
exceptionally graphic demonstration of 
good-feeling between the two superpowers. 

If America does normalise relations 
with Vietnam, the broking of power in 
South-East Asia is going to be a different 
business. When Mr Baker was asked, in 
Paris, if America’s change of policy on Cam- 
bodia meant a resumption of American rela- 
tions with Vietnam, he gave a lawyerly reply: 
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The change in policy does not constitute a deci- 
sion to normalise relations with Vietnam. lt is a 
decision simply to begin a dialogue with Viet- 
nam about Cambodia. The progress or lack of 
progress of that dialogue, as well as continuing 
efforts by Vietnam with respect to our POWs 
and MIAs will have a lot to do with whether or 
not we can move toward normalisation. 


The question of normalisation, in other 
words, is very much open, with strong in- 
ducement from the Americans for the Viet- 
namese to co-operate on an issue—a full ac- 
counting for dead prisoners of war and men 
missing in action—which still touches a 
nerve in Congress, but is basically a humani- 
tarian question. 

One American objection to normalisa- 
tion was Vietnam's continued presence in 
Cambodia. The Americans have been reluc- 
tant to acknowledge Vietnam's claimed 
withdrawal from Cambodia last autumn. In 
Paris, in another telling shift, Mr Baker said 
that "we have now seen that accomplished". 

In fact, the only real obstacle to the nor- 
malisation of America's relations with Viet- 
nam has been Cambodia itself. At first 
America was denying that talks with Viet- 
nam over Cambodia necessarily meant the 
end of America's quarantine of Vietnam. 





This was hard to believe, and within hours 
the Bush administration said explicitly that 
a Cambodian settlement would remove the 
last stumbling block to normalisation. 

As for Cambodia, Mr Baker had said 
before that he would not want to see the 
Khmers Rouges in power again. Yet there 
seemed to be no mechanism to stop this 
from happening. As leverage against the 
Vietnamese-backed government in Phnom 
Penh, the Americans have, for some years, 
given aid to members of the Cambodian re 
sistance. The resistance, in theory, is in 
three parts, the acceptable bits, led by 
Prince Sihanouk and Mr Son Sann, and the 
unacceptable one, led by the Khmers 
Rouges. Complaints that American aid 
helped the Khmers Rouges were met with 
the argument that there was no other way to 
help the democratic opposition. In practice, 
the Khmers Rouges dominated Prince Siha- 
nouk and the rest of the resistance. 

Growing disquiet in the American Con- 
gress played a part in Mr Bush's shift. A re- 
cent Senate sub-committee vote against fur- 
ther aid for the Cambodian resistance was 
an obvious pointer. Getting money out of 
Congress for the Cambodian resistance 
would from now on , as Mr Baker ruefully 
put it in Paris, be "ever more difficult." 

The Americans mean business. They 
say that, next autumn, when the question of 
Cambodia's representation in the UN again 
comes up, they will for the first time vote 
against the resistance if they conclude that it 
is really in the control of the Khmers 
Rouges. America's strong preference would 


When Vietnam last met America: Le Duc Tho, Xuan Thuy and Kissinger, 1972 
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. FROM OUR CHINA CORRESPONDENT 


T OTWITHST ANDING America’s 
, X. sudden switch on Cambodia, Chi 
nese diplomacy has enjoved a good cou- 
ple of weeks. Just over a year after the 
Tiananmen Square massacre, China’s 
. ostracism is at an end. 

This week Mr Hisashi Owada, Japan’s 
deputy foreign minister, arrived in 
. Beijing. bearing a loan package worth 
-— ¥810 billion ($5.5 billion). Next week Mr 

Francis Maude, a junior British foreign 
minister, will pay court to discuss Hong- 
kong. Then, on August 8th, Indonesia 
will resume full diplomatic relations with 
China after a break of 23 years. By the 
end of the year, if not sooner, Singapore 
‘says. it will follow Indonesia. Whatever 
„moralistic elements in the West may say, 
China can fairly claim that it has more or 
ess restored its ties with Japan, its biggest 
| creditor, and has reinforced i its links with 





Britain and South-East Asia. 

.* The most intriguing recent guest ar- 
rived last week, when Prince Bandar Bin 
Sultan, the Saudi ambassador to Wash- 
ington, paid a "working visit" to ex- 
change "views of. common concern”. 
Given the prince's reputation as King 
Fahd's favourite diplomat (it was he who 
obbied in Washington in the mid-1980s 
Am ican arms sales to Saudi Ara- 























3 as de ie China 


A decent interval of 13 months 


generous capitalists. For the sensitive 


their plentiful hard currency. 


raised by reports from Beijing that China 


counterweight to Russia, China has an 
‘obvious interest in cuddling up to Russia 
after almost three decades of rivalry. But 
. both sides will still prefer the cuddle to 


ipn fears so. as state- e 


who recognise Taiwan's government as 
the legitimate ruler of all China do so for 
two reasons: ideological antagonism, as 
with the Vatican City, or a share of Tai- 
wan's money. The latter motive has re- 
cently persuaded Grenada, Liberia, Be- 
lize, Lesotho and Guinea-Bissau to 
abandon the communists and join 23 
other countries in recognising Taipei’s 


such things matter—even though Tai- 
wan's pragmatic businessmen manage 
their deals happily enough with coun- 
tries that give Taiwan no official recogni- 
tion, be they the United States or, in- 
deed, China itself. | 

Unfortunately for Taiwan, Saudi 
Arabia does not need Taiwanese money. 
lt wants what Taiwan cannot offer, but 
China can: weapons to add to the arms 
already nervously piling up in the Middle 
East. Two years ago, to the anger and 
amazement of the United States, China 
admitted it had sold' Saudi Arabia me- 
dium-range missiles capable of hitting Is- 
rael and Iran. If Prince Bandar's trip does 
lead to full ties between Saudi Arabia 
and China, the deal will presumably in- 
volve a few more Chinese missiles being 
shipped to the Saudis in exchange for 


That will not please Europe or Amer- 
ica, already worried that China may help 


Libya develop chemical weapons. An: 


even wider range of eyebrows will be 


is hoping to acquire—probably through 
barter of consumer items and light indus- 
trial goods—more modern military tech- 
nology from the Soviet Union. Just how 
modern is another matter. Now that 
America has less need of China as a 


be cautious, since in the long run they 
are potential threats tó each other. — 

The Chinese dismiss concerns about 
all this with bland assurances, and will 
continue along the path of self-interested 
arms trading. Who can blame them! The 





smoothly. Indeed, China's re-entry into 

he world may have nothing to do with 
s clever diplomats. It may simply be the 
what most countries consider a 
it interval after Tiananmen. 





_ flurry of visitors to Beijing is all about'na- - 
tional. _interest, from Japan’ s desire to 
E protect its investments in China and pay - 
. up its own anti-Russian insurance policy, 
f- to Britain's wish to get rid of Hongkong 








sio the Khrner Rouge embrace and contin- 
ue to back them. Yet Prince Sihanouk, too, 
prompted by his Chinese backers, expressed 
dismay at the American move. 

America’ s laudable aim is to get Viet: 
nam's backing for free elections in Cambo- 
dia. This is what the five permanent mem- 
bers of the UN Security Council have been 
trying to achieve. In the course of five meet- 
ings over the past year, they have worked 
out a plan for a UN-monitored ceasefire fol- 
lowed by free elections under a UN-adminis- 
tered Cambodia. Cambodian sovereigny 
would rest with a national council of "repre- 
sentative’ Cambodians acceptable to all 
sides. Diplomats in Paris this week reported 
progress with this plan. The Americans 
complimented the Chinese for their helpful- 
ness. Given China’s subsequent reaction, 
this was just tact after a blow. 


india | | i 
A chance missed 


FROM OUR INDIA CORRESPONDENT 


N THE hands of a skilful man, a resigna- 
tion can be a powerful weapon: though 
maybe not for frequent use. Last weekend 
India's prime minister, Mr V.P. Singh, faced 
a dangerous challenge to his leadership. By 
threatening to stand down, he saved himself 
and humiliated his adversary—and then 
turned back to a pile of unsolved problems. 
The trouble began when a politician no- 
torious for election-rigging was made chief 
minister of the state of Haryana. The politi- 
cian in question, Mr Om Prakash Chautala, 
is the son of Mr Devi Lal, India's deputy 
prime minister. Mr Devi Lal is a powerful 
figure in the lanata Dal party—the core of 
the governing coalition—and, he does 4 
blush to think, a more deserving prime mitt 
ister than Mr Singh. Installed in Haryana by 
his father in November, Mr Chautala used 
musclemen (and even policemen) to try to 
rig two by-elections. In the second an inde- 
pendent candidate was murdered. 

Political violence is common in Hary- 
ana, and in many parts of India. But Mr 
Singh has staked his reputation on “value- 
based politics". He said Mr Chautala had to 
go, and ordered an official inquiry into the 
murder. Over-ruling protests from Mr Devi 
Lal, the Janata Dal leadership obliged Mr 
Chautala to resign in late May. 

Then, on July 12th, Mr Devi Lal got his 
faction in Haryana to reinstate Mr Chautala 
as chief minister. After all, he argued, his 
son had subsequently won a by-election, 
and the mere fact that the police were inves- 
tigating a murder meant nothing. He curled 
his lip at Mr Singh’s value-based politics, 
noting that a judicial commission had found 
that one of the prime minister’s trusted lieu- 








eae uy" io TER TELCTUUe— n. ts 9 7 e -< - "| rm 7p 
i = . " 
LI 





e had been involved in a land scam. 

Mr Singh drew a familiar weapon from 
its sheath. He wrote to his party's president 
saying that he wished to resign—a course he 
has taken before in his career—and propos- 
ing the election of a fresh leader. To the un- 
initiated this looked like weakness. In fact 
Mr Singh was driving home the point that 
the party would find it impossible to replace 
him. Nobody else in Janata Dal has his pop- 
ular appeal, nobody else could put together 
a majority in parliament. Thirteen ministers 
in New Delhi, and some state ministers, re- 
signed in protest against Mr Chautala's re- 
instatement. Virtually every faction inside 
Janata Dal, and almost all the party's allies, 
pledged full support for Mr Singh. Mr Devi 
Lal was isolated. Mr Chautala duly resigned, 
and the drama was over. 

Or was it? Mr Singh's supporters claim 
he is now stronger than ever. But Mr Devi 
Lal and his son are little worse off today 

they were in May, when Mr Chautala 

first ordered to leave office. Indeed, 
since then Mr Chautala has been made a 
general secretary of the party. He has not 
been punished for indiscipline. 

Some people think Mr Singh has missed 
a golden opportunity. He could have in- 
sisted that Janata Dal expel the Devi Lal fac- 
tion, which commands fewer than 20 seats 
in parliament, too few to destroy the govern- 
ment. He chose to keep the party intact. He 
has once again proved a master at managing 
the ramshackle coalition of factions and par- 
ties over which he presides. But some senior 
party men say leadership requires more than 
that. India needs vigorous and clear-minded 
government, which it will not get if the 
prime minister has to spend most of his time 
dealing with factional quarrels. 

This is already uncomfortably starting 
to resemble India's only previous period of 
non-Congress party rule, in 1977-79. The 
Janata party won a huge election victory in 
1977. Internal dissensions split it by 1979. 
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Devi Lal and V.P. Singh, farther apart than they look: 


In the ensuing election most Indians voted 
for the stability represented by the Congress 
party, despite Congress's reputation for cor- 
ruption. Mr Singh is still trying to nail Mr 
Rajiv Gandhi for corruption, just as the 
Janata party tried to nail Mrs Indira Gandhi 
in 1977-79; and with no greater success. 

The government is plagued by seces- 
sionist terror in Punjab, Assam and the dis- 
puted border state of Kashmir (which repre 
sentatives of India and Pakistan at last began 
talking about on July 18th, to sighs of relief 
but no apparent effect). Tamil refugees from 
Sri Lanka pour into southern India at the 
rate of 500 a day. Prices are rising. Mr Singh 
will have to do more than threaten to resign 
if he is to satisfy the supporters who brought 
him to power, 





Burma 


Phooey to 80% 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


N APRIL 1988 Aung San Suu Kyi inter- 
rupted a postgraduate course in London, 
said goodbye to her English husband and 
two sons, and returned to Rangoon to nurse 
her dying mother. Soon after her return she 
was elected secretary-general of the National 
League for Democracy, Burma’s main oppo- 
sition party. On July 20 1989 she was sen- 
tenced to house arrest fora year. Despite the 
incarceration of its most attractive leader, 
the League won 80% of the seats in the elec- 
tion held on May 27th. Will the tale have a 
happy ending, with Burma entering a much- 
needed era of reconstruction under a gov- 
ernment led by this elegant lady? 

Not if the thugs who have run Burma 
into the ground have any say in the matter. 
In a speech broadcast by the state-controlled 
radio on July 13th, Brigadier-General Khin 
Nyunt, the head of the feared directorate of 
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defence services intelligence, confirmed that 
Miss Aung San Suu Kyi will not be released 
on July 20th. “We have been very lenient in 
the restriction order imposed on her. She is 
permitted to move freely around the com- 
pound of her house," the general said. “We 
oblige her social needs as much as 
possible... We even provide orthodontic 
care to correct her uneven teeth.” 

Leaving to one side thoughts of what 
Rangoon orthodontic care may be like, what 
General Khin Nyunt says matters. He is the 
fist of the State Law and Order Restoration 
Council (stoRC), which seized power in 
1988 at the cost of several thousand lives. 
His public statements are usually rambling 
bombast. His latest speech was more to the 
point. He attacked the League for Democ- 
racy for requesting an end to martial law and 
talks on how a transfer of power might be 
handled. He sternly warned it against any 
unilateral action: "If a political party con- 
venes a parliament and forms a government 
according to its own wishes then such a gov- 
ernment can only be a parallel government. 
If it happens, the SLORC government, which 


is a legal government, will not look on with 
folded arms." 


Who can persuade General Khin Nyunt 
and his colleagues that the whole point of 
nolding an election is to convene a parlia- 
ment that will choose a government—and 
:hat most of the world refuses to recognise 
the legality of the SLORC regime? The Bur- 
mese people cannot do the job alone. Mem- 
ories of the armoured cars that cut down 
peaceful protesters in August 1988 are still 
vivid, After a brief respite during the elec- 
tion campaign, the junta has returned to its 
old habits. These do not consist merely of 
arresting peopleon the flimsiest of grounds. 
They include the breaking up of whole areas 


Suu Kyi, uneven teeth and all 
21 





ire i de ei a 


P 




















gan, whose myriad temp es are 
main tourist attraction, were made to leave 



























site several miles away. 
Ordinary Burmese draw some andor 


peated on the BBC and Voice of ear ie 
Ihe SLORC seems unconcerned, at least 
while American oil companies 2 Pepsi- 
Cola are signing deals in Burma, as they re- 
cently have. It was more rattled when China 
howed signs of joining the western camp. 
The Chinese government was one of the 
first to recognise the SLORC. Over the past 
two years the two countries’ senior military 
‘ers have exchanged visits; trade be- 
een Burma and the Chinese province of 
unnan has been encouraged. 
. The Chinese like to stay friends with 
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ed as transistor eri ‘Well "before 
ston, Mr Toshiki Kaifu, who has never 
id a transistor, was visiting newly liberated 
ern Europe and promising $2 billion in 
nese aid. Then Japan prodded the Con- 
ence on Security and Co-cperation i in Eu 
pe to give it an observer’s seat, arguing, 
onably enough, that the Soviet Union 
a Pacific power as well as a European 
and should have an Asian eve on it as it 
ked about its future with the West. 
' A little later, at the summit, Mr Kaifu 
made a couple of unaccustomed. stands on 
ints of geopolitical principle. Germans 
night have good historical reasons for pour- 





urmas- 


their homes and squat on an unprepared 


from protests by western governments, re- 





: the tripolar world made its formal debut at 
e G-7 summ Vell, something had to come after the cold 
at. But how much of this new world can the Japanese pole hold up? 





groups along the border. and gives China a 


land route to the Indian Ocean. But on July - 
5th the Chinese ambassador in Rangoon © 


visited the League of Democracy’ s head- 
quarters to congratulate it on its victory at 
the polis. The League claims he said it was 
his "personal desire" to see Miss Aung San 
Stu Kyi released soon. E 

-Á sign that even China beliéves a trans- 
fer of power to an elected government is in- 


evitable? Maybe. But Burma's rulers will. 
need more than this to convince them. Un- - 


til they have some guarantee that there will 
be no effort to seek vengeance against them, 

they will hang on to power come what may. 
Burma may go on being ruled by a clique of 
superstitious and startlingly i incompetent of- 

ficers into the indefinite future. 


———— A A 





Asia s emerging standard-bearer 






ing money into the Soviet Union, but Japan 
had good ones for not doing so—namely, 
the four islands that Japan calls its Northern 
Territories. The Soviet Union occupied 
them in the dying days of the second world 
war and Japan wants them back. Until it gets 
them—or at least the promise of their re- 


turn—even Mr Gorbachev's Soviet Union 


will receive a dusty replv to requests for help. 

© Conversely, Japan had had enough of 
western efforts to punish China for the con- 
servative crackdown that began with pe 
Tiananmen Square massacre in June last 
year. China, Mr Kaifu pointed out at Hous- 
ton, bulked too large in matters of Asian se- 
curity and stability for it to be quarantined 
any longer by Japan. The other six summit 





OM er holds sway in Rangoon, since "this UU. 
helps them to. control’ the rowdy ethnic 















place. This week a Japanese fi plomat av. 
elled to Beijing to announce the resumption 
of his country’s official lending to China. 
A more assertive Japan, surely, but to 
what purpose? The Japanese do not like the 
shorthand used at Houston by Mts 


Thatcher when she referred to the role of 


regional groups based on the dollar, the yen 
and the D-mark. Japan has been one of the 
great beneficiaries of the post-1945 system 
of multilateral free trade, and the growing 
talk of regional trade and currency blocks 
frightens it. It feels that it would be discrimi- 
nated against, if not actually excluded, by 
European and North American versions of 
this, while enjoying few compensations from 
being the leader of the Asian version. 

Yet on the global scale, Japan remains a 
modest country. It is not a permanent mem- 
ber of the UN Security Council; its m 
links with Europe are hazy in both Eu 
pean minds and its own; it has never e 
furnished the top man at either of the inter- 
national institutions where it should be 
strongest, the IMF and the World Bank. 

The torrent of capital it generates— 
each day Japan saves about $300m more 
than it invests—is exported throughout the 
world, spreading Japanese influence and in- 
terests. But for a long time yet, Japan, like 
Germany (and unlike America), is going to 
find its global position shaped mainly by 
how it performs in its own backyard. 


The Japanisation of Asia's economies 


As usual with Japan, economics is outstrip- 
ping politics. Japan's manufactured imports 
from the rest of Asia have risen with aston- 
ishing speed, by some 20096 between 1985 
and 1988. Japanese capital flowing to other 
parts of Asia, particularly as direct invest- 
ment, is also strongly up: six-fold in dollar 
terms between 1985 and 1989. 

-Mr Ken Ohmae, the head of McKins 
consultancy in Japan, says that this pro 
has gone so far and fast that Japan's big busi- 
nessmen no longer distinguish between ]a- 
pan and the rest of Asia when they make 
investment and marketing’ decisions. 
Canon, for instance, is moving practically 
all its production into Thailand and China. 
Japanese retailers, long prominent in Tai- 
wan, are spreading farther, giving a Japanese 
imprint to cities like Bangkok and Jakarta. 

Japan's manufacturing investment in 
Asia is flowing through well-defined chan- 





 nels, and seems to be taking a characteristic 


form. The volume of investment is high—in 
Thailand orie new Japanese factory was set 
up every working day last year—but it is go- 
ing only to places where the local workforce 
is receptive to Japanese ideas about manage- 
ment: meaning that workers can make "zero 
defects” their guiding principle. 

. The Japanese say they do not find work- 
ers like that in places like India and the Phil- 
ippines. They do find them in Thailand, In- 
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August : 13 through November 16, 1990 


The seminars focus on U.S. money, capital and securities markets, as well as iane and investment management: The: 
|. taught by specially selected Wall Street experts and economists, who explain the structure, operation and realities of the 
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U.S. Money & Capital Markets |.  — September 4-28, 1990 | 
Four-week exploration of the structure and operation of the U.S. markets and their position in the global financial picture. During — 
the past 13 years, this seminar has drawn men and women from 59. countries. Forj r junior ihpvgs mid-level professionals. 
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Interest Rate Management. 
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tomo JM Limited, a Japanese-Ameri- 


they make their Asian manufacturing 
ments. 










sciousness and discipline they want— 
a fruitful division of labour with their 
lity partners as well. The Chinese, they 
bolts of manufacturing management. 


handle the trading and financing. 





na's veto, Russia's embrace 
fferent sort of partnership is knitting to- 
r Japanese and Chinese political inter- 
apan's attitude towards China has 
r swung as much as the West's between 
mes of admiration and repugnance. 
anmen therefore did not come as such a 
k to the Japanese. They adopted sanc- 
with reluctance, and have taken them 
soon as they dared. 
apanese businessmen shared in a com- 
foreign miscalculation about China: 
t it was a market "with great potential". 
.one Japanese expert on China points 
it has been a market of great potential 
Marco Polo. China’ $ DB 








































y Eon pm feel, us Mr Kazuo 
uzawa, managing director of the Kei- 
anren, the Japanese employers’ federation, 


int of no return—with China thereupon 
oming the most exciting place in Asia. 

apan’s diplomats and politicians feel 
it is already the most important place in 
. The Japanese do not consider China 


ty. But nothing can comfortably hap- 
| on the Asian mainland without Chi- 


June when it hosted Cambodian peace 
, and found them promptly scuppered 
‘hina that was not happy with the way 
were going. It is quite possible that Ja- 

s resumption of lending to China this 
ek was connected to the complicated ma- 
res that brought about America's sud- 
opening to Vietnam over Cambodia 


ag | 

At the back of Japanese minds is the 
ght that, if America does retreat from 
unde is 2. to prove the best friend 


i people of. Chinese derent Outside : | 
says Mr Asao Ito, president of . 


joint venture, Japanese businesses al- 
always link up with overseas Chinese 
With the Chinese they find the quality- 

, are completely uninterested in the nuts- 


Japanese do that, their Chinese part- 


suspicious of the Russians. 


once China relaxes again even a little, : 
esulting market and political freedoms 7 
Id well push Chinese reform past the — 


a remotely conceivable threat to their 


acquiescence. Japan found this out in | 
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That appeals to the Japanese. Sinis 
Gorbymania began gripping the West, Ja- 
pan's toughness with the Soviet Union has 
had no equal. The majority view of the Japa- 
nese government, which Mr Kaifu ex- 
pounded in Houston, is not only that the 
Northern Territories have to be returned 
before Russian-Japanese relations can be 
normalised. It is also that the Soviet Union 
poses a military menace to Asia (a region 
that, as one numerate Japanese notes, pro- 
duces 296 of Russian GNP and absorbs 3096 


of its military spending); and that this men-.. 
ace is, if anything, growing as the Soviet 


Union upgrades its forces in the area. 
"The. staunchest advocate of the tradi- 


B tional view is Mr Seizaburo Sato, a professor 
at Tokyo University. His reasoning is that, 
. however succesfully the Soviet Union and > 


the United States liquidate their land-based 


confrontation in Europe, their global naval 
| and air rivalry will remain heated until well 
` past 2000. It is not that this will lead to war. 


But the only two military superpowers will 
still be vying for advantage on the world- 
wide playing field of air, space and water, 





and will not arrive at any arms-control 
agreement to change matters much there. 


Japan, on this reckoning, slots indis- 
pensably into American strategy in the Pa- 
cific. This serves Japan too: Mr Sato, along 
with many others, thinks that the Soviet 
Union will be cutting its Ásian air and naval 
forces little, however much its army dwin- 
dles, and that these will continue to pose the 
only real threat to Japan's security. 
But there is now a vocal minority opin- 


ion about relations with the Soviet Union. | 


Its weightiest exponent is Mr Shin Kane- 
maru, the head of the largest faction in tlie 
ruling Liberal Democratic party. Mr 
Kanemaru sounded downright German as 
he told The Economist that Mr Gorbachev 
"is the kind of man you see once in a cen- 
tury”, and that he deserves Japan's support. 

Even Japan's hawkish former prime 
minister, Mr Yasuhiro Nakasone, says that 


he expects the Soviet Union to reduce its 


"excessive" military deployments in Asia, 
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whereupon it will become "an accepted 
member of the community of Pacific na- 
tions”. And the Northern Territories? Aid 
for the Soviet Union, scientific and tech-. 
nical exchanges, recognition of Japang 
sovereignty: these are "simultaneous equ: 
tions" that the two countries can solve. 





Soap-powder Superman 

The unifying theme in Japan's relations with 
its Asian neighbours is the United States. 
For all their economic and social strengths, 
the Japanese rely on Ámerica for so much: 


its markets, its nuclear umbrella, its global 


sweep, its reassurance to the rest of Asia that 


Japan is part of an externally anchored bal- 


ance of power. It is hard for the Japanese to 
imagine life without all that. 

They are unlikely to have to: the pos- 
sibility of a trade war with America seems 


more remote now. What does not seem so 


far-fetched any longer, for many Japanese, i is 
a gradual waning of American interest in the 


. outside world. What then? 


The Japanese are coming up with few 
convincing answers. They argue persua- 
sively that Japan is opening up—if not to 


foreign workers (only 100,000-150, 


Asian menials toil, almost all illegally, in Ja- 
pan), at least to foreign goods. Even rice may 
be allowed in within a year. _ 

The Japanese recognise, though, that to 
be much of a leader in Asia, let alone glob- 
ally, they will have to generate ideas about 
government, social organisation and culture 
that all sorts of people can aspire to. Some 
Japanese profess confidence that their imita- 
tive phase is over, that they are producing 
original things that can sweep the world. 

What things, exactly Concentrated 
soap powder, they say: skin creams; 
Nintendo video games. These things do 
umerica's powerful 1950s, Coca- 





But they are not enough. Japan needs the 
shelter of its American alliance for a good 
many years yet before it can hope to produce 
the deeper examples and inspirations that 
would make it a superpower too. 











Dependable underwater... 
stylish on shore. 


THE CROTON 
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Since 1878 


When you’re fifty feet down in the reefs 
off Bermuda, reliability counts. But when 
you're back on shore, style is what matters. 
Now, Croton, one of America’s most dis- 
tinguished watchmakers, introduces 

The Classic Diver — a new, meticulously 
crafted sports watch ... the perfect com- 
bination of function and fashion. 


Boasts a handsome stainless-steel brace- 
let with a sturdy safety latch and expan- 
sion clasp — fits over wet suit sleeves. 
Racheted timing bezel. Hand and dial 
markings are luminous. Features a screw- 
down crown, calendar window and sweep 
second hand. Superbly accurate Swiss 
quartz movement and water resistance to 
200 meters! Compare these features with 
diving watches costing much more. 


Three-year manufacturer's warranty 
and 30-day money back guarantee. A 
sensational value at just $295 (plus $3.50 
shipping/handling) payable in 7 conve- 
nient monthly credit card installments 
of just $42.64 each! Order yours today! 


Call Toll Free: 1-800-367-4534 


Phone orders shipped within 1 to 2 weeks. 61990 MBI 


RESZRVATION APPLICATION 


Croton Watch 30-Day Money Back Guarantee 
47 Richards Avenue Three-Year Manufacturer's 
Norwalk, Conn. 06857 Warranty 
For Fastest Service Call Toll-Free: 1-800-367-4534 
Please send Croton Classic Diver Watch(es). 
O Charge each of 7 installments of $42.64* to my 
credit card: 

O VISA O MasterCard C American Express O Diners Club 


Credit Card No Expiration Date 
Name 
(Please print clearly.) 


Address 


Enlarged to City/State/Zip 


show detail. 
Signature (All orders subject to acceptance.) 


O I prefer not to use a credit card and will pay by 
check. Enclosed is my deposit of $99.50* for each 
watch. I will pay the balance as billed in four 
monthly installments of $49.75* each. 

*Includes shipping and handling. Any applicable 

sales tax will be billed with shipment. 513-101 
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. Successful asset management today 
hinges on the quality of securities analysts 
and their research systems. Systems which 
scrutinize- equities and bonds in major 


currencies. 


You re already familiar with 
one product of our securities analysis. 
It appears in your daily newspaper. 


Case in point: BHF-BANK. The BHF-BANK 
Bond Market Index, published daily in th 
financial press, is but one sign of the qual 
of our market assessments, performance 
ratings and technical analyses. Together with 
the pertinent performance indices, it pro- 
vides an objective yardstick of trends on the 
German bond market. 

This index, of course, is only the tip of the 
iceberg — the visible sign of our analytical 
systems' success in optimizing the return 
on investment of your securities portfolio. 

Innovative analytical instruments are only 
part of what it takes to make a bank a part- 
ner for the discerning investor. Equally 
important are a service-minded approach 
and customized problem solutions — the 
style of a merchant bank, which BHF-BANK 
has cultivated for more than 100 years. e 
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= BHF-BANK 


Head office: Bockenheimer Landstrasse 10, D-6000 Frankfurt 1, Tel. (069) 718-0, Fax (069) 7 18-2296, Telex 411026 (general) 
London branch: 61 Queen Street, London ECAR 1AE, Tel. (01) 634 2300 
Branches and subsidiaries in Amsterdam, St. Helier/Jersey, Luxembourg, New York, Singapore, Tokyo and Zurich. f 
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time history, as thë White Howe ‘ioe: in 
-observing—teetering on the brink of full- 
blown slump? Politicians with an eye on No- 
-vember’s elections are anxious to know. _ 
The correct if frustrating answer is that 
nobody can tell. Recent economic, indica- 
tors have been unusually hard to read. Re- 
tail sales rose in June after three months 
‘when they were flat. Car sales have also 
jumped unexpectedly. And unemployment 
fell to 5.296 in June. But the unemployment 
“numbers in particular are confusing. Em- 
“ployment growth has been low, especially 
"when the temporary híring of federal census 
Workers is taken out. The administration 
“now expects unemployment to rise to 5.6% 
id the end of the year. 
^ - Regardless of the latest data; doomsay- 
s. point out that all previous expansions 
e ended in recession. (They cannot very 
“well end in anything else, since in the White 
House's terms "expansion" is defined as 
“non-recession.) Yet there are reasons to 
"think that the present expansion may have 
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life in it yet. Services, less recession-prone 
than goods, have a bigger weight in the 
economy. Excess build-up of inventories set 
off several slumps; now, inventory control 
has been vastly improved by computers. 


. More debatably, some economists reckon 
|. that policy-makers have learnt from previ- 


ous’ mistakes. They presumably have in 


mind the Federal Reserve Board's monetary 


policy, since fiscal policy remains becalmed. 
After several months of inaction, the 


Fed has indeed cut interest rates. It lowered 
the overnight federalfunds interest rate 


from 81496 to 8%. But Mr Alan Greenspan, 


the Fed chairman, was at pains to stress in 
his congressional testimony on July 18th 


that this was a response to recent credit 
l tightening, not to concern about a possible 
recession. Fears of a “credit crunch" when 
"bank regulators recently stepped up their su- 


pervision of loan portfolios were exaggerat- 
ed. After the 1980s some fall in the rate of 
growth of domestic debt was surely desir- 
able. Fed analysts nevertheless think the 


supply of credit has recently dropped undu- — 
. ly fast, raising fears of a credit “implosion”. 


Will the Fed ease further? Mr Green- 


"span was coy before Congress, committing 
himself only to saying: "The process of cred- 
it restraint . 


. will require continued scruti- 
ny.” The market response to his latest move 
was joyous. But unless more evidence of 


credit tightening comes in, the Fed is unlike- 
ly to do more. Like the markets, the Fed will 
. wait resignedly for the outcome of budget 


% increase in consumer prices 
on a year ago 


| agreement sod 'ely leac 
tary policy. Mr Michae 
economic adviser i 
bigger. than e Fed s move o 


serious deal to cut the deficit by aroun 


' plation of the alternative. As part of 
term revision of the forecasts on July 


cit (without counting the thrift bailou 


1991 deficit target of $64 billion: 


man, likes to muse about how bloo 


ofa budget package, though Mr B 


when one does emerge, 
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justify further easing of monetary poli 
There is a chance this time of a 











billion (roughly 1% of onp) in 1991 
dent George Bush's abandonment o 
new-taxes pledge helps. So might “con 
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some $169 billion. That means st 
cuts of over $100 billion might be r 
by the Gramm-Rudman law, which: sets 


Whenever the budget talks seri 
nant, the budget director, Mr Richa 


dling such cuts would be: domes 
programmes cut by over a third, inves 
tion of white-collar crime cut by a qua 
prison overcrowding up to 90%, a mil 
fewer children vaccinated against. 
and rubella, and-—congressmen, pl 
note—air-traffic delays up four or fiv 
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Greenspan acts coy 


responding. Some congressmen fear that, 
because monetary policy operates with a 
long time lag, any monetary relaxation 
might come too late to offset the effect of a 
fiscal contraction, so bringing on the dread- 
ed recession. They want the Fed to give 
them some easing on account. Mr Green- 
span made clear on July 18th that he is un- 
likely to fall for that one. The recent exam- 
ple of Britain shows how hard it is to correct 
excessive monetary relaxation. 

Besides, fiscal policy also operates with a 
lag, whose length depends on what is in the 
package. A petrol-tax increase, for example, 
would bring in revenue quicker than a tax 
on profits. The appropriate monetary re- 
sponse also depends on what is in the packa- 
ge—a higher petrol tax would take longer to 
damp the economy than a higher tax on 
profits, which would immediately curtail in- 
vestment plans. Reassuringly, Mr David 
Hale, of Kemper Financial Services, con- 
cludes from previous periods of fiscal 
squeeze that monetary easing has usually 
been more than enough of an offset. He 
points out, however, that a number of states 
are also raising their taxes this time, so the 
fiscal squeeze could be tighter than it looks. 

At the back of the Fed's mind lurks the 
ever-present danger of inflation. Consumer 
prices jumped 42% in June, but this looks 
like a temporary blip. In fact, the upward 
pressure seen earlier this year, especially on 
unit labour costs, has faded. But the under- 
lying rate of inflation is still stuck at 4!/-596. 
Mr Boskin points out that it has been stable 
at this rate for some years; he thinks it can 
be squeezed out further without running 
too slack an economy. The recent low 
growth of the money supply, which the Fed 
now hopes to entrench by lowering its tar- 
gets for 1990 and 1991, might help reduce 
inflation. However, some economists note 
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that the core rate of inflation has never be- 
fore been reduced without a recession. 

For at least three years a fairly wide con- 
sensus of economists has been predicting a 
recession "next year". Congressmen weary 
of this sky-is-falling school will be heartened 
to hear that there is some good news. The 
trade deficit is shrinking surprisingly fast 
(May's increase notwithstanding), largely 
because faster growth overseas than in 
America itself is pushing up exports. This 
improvement may accelerate if the combina- 
tion of fiscal tightening and monetary loos- 
ening leads, as it might, to a lower dollar. 
There are also welcome signs that America's 
private savings rate (though not its govern- 
ment's) may be rising from its recent depths. 

The prospects for productivity growth, 
the only long-run route to higher living stan- 
dards, may also be brightening. An increase 
in productivity is a natural counterpart to 
recent low employment growth. And demo- 
graphic change, the spread of new technol- 
ogy and growing international competition 
may all help to raise productivity in future 
from the level it has been stuck at for 15 
years or more. 

But the weary congressmen should not 
get too smug about the sky staying in place. 
For the biggest obstacle to productivity im- 
provement is one they still need to labour at: 
the budget deficit that keeps up interest 
rates and squeezes out domestic investment. 





Georgia 


The race race 


ATLANTA 


PART from Mississippi, Georgia is the 
only state in the South that has not 
elected a Republican governor since Re- 
construction more than a century ago. Nor 
has it elected a black. One or other of those 
records may soon be broken. 

On July 17th the former mayor of At- 
lanta, Mr Andrew Young, forced Lieut-Gov- 
ernor Zell Miller into a run-off for the Dem- 
ocratic nomination for governor. Mr 
Young, a former ambassador to the United 
Nations, is the state's first black to make it 
beyond a primary for statewide office. But 
he faces a tough road ahead. Although he 
won 3096 of the Democratic vote, he failed 
to make much progress with white voters 
(winning only 1596 of their votes) and he did 
not excite black voters, who turned out in 
lacklustre numbers. 

Mr Miller, who won 4196 of the Demo- 
cratic vote, took a respectable 1596 of the 
black vote in urban Fulton County and re- 
ceived strong support in Atlanta's affluent 
suburbs as well as in rural Georgia. He backs 
a state lottery, and even carried the home 
district of the Speaker of the state House, 
Mr Tom Murphy, who opposes one. Mr 





Young black male seeks kingmaker 


Miller and the conservative Mr Murphy 
have been feuding for years. 

Mr Murphy’s hand-picked candidate, 
state Senator Lauren "Bubba" McDonald, 
trailed behind state Senator Roy Barnes, 
who finished third with 21%. Mr Barnes was 


backed by an unusual coalition of anti-abor- 


'tionists and environmentalists. 


Mr Young now needs the support of Mr 
Murphy, who as kingmaker was credited 
with helping to elect Georgia’s last three 
governors. Last week Mr Young called on 
Mr Murphy, bringing along two boxes of 
the Speaker's favourite cigars. 

Whoever wins the Democratic run-off 
faces a stiff challenge from Mr Johnn 
Isakson, a millionaire businessman e 
the minority leader in the state House 
Representatives. He is the strongest Repub- 
lican candidate in two decades. If Mr Young 
does not break one gubernatorial tradition, 
Mr Isakson may break the other. 





Crime 
A noisy political 
vacuum 


WASHINGTON, DC 


N A STUDY last September by Louis 

Harris, a polling firm, 8296 of respon- 
dents said that they were "very concerned" 
about rising crime; only 1196 thought that 
the crime problem would be solved in the 
next ten years. In poll after poll, there is no 
subject—save, perhaps, drugs—that so con- 
sistently engages the minds of American citi- 
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rom cable links to satellite 
broadcasting, Europe's television 
markets are already expanding into 
multinational businesses for pan- 
European broadcasting. Investors in the 


share of this highly lucrative market, as 
liberalisation and developments in 
technology bring new scope for market 
entry. | 

However, European national bodies T 
a dilemma in their search for an effective 
regulatory framework. Over-intervention 
could lead to a fragmented and inefficient 
industry, while too much freedom could 
mean an industry dominated by a few 
international media giants. 

This new report examines Europe's key 
television markets from both business and 
public policy viewpoints. It provides a 
country-by-country analysis of market 
trends and regulatory developments, and. 
gives detailed forecasts for investment, 

. revenue and changes in European 
regulation through the 1990s. 





GROWTH, OPPORTUNITIES OR REGU ULATION? 


USA and Japan are currently fighting for a | 
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“THE REPUBLE. OF. UGANDA 


IN VITA TION OF APPLICA par 


put AND EQUIPMENT 


The Republic of Uganda has received a loan from the A 
Bank for Economic Development in Africa (BADEA 
various currencies towards the cost of its Rural Feede 
Roads Rehabilitation Programme. It is intended that par 
of the proceeds of the loan be applied to eligible pay 
ments under the contract for procurement of road pla 

and equipment to be used for the rehabilitation of rura 
feeder roads in the proposed project area of the central 
region of Uganda. | ; 


The Government of the Republic of Uganda now invites 
Vigo ln for pre-qualification from prospective eligi- i 

ble bidders for the supply of road plant and equipment. 
Interested bidders should submit their applications to the 
Permanent Secretary, Ministry of Local Government, PO 
Box 7037, EN aane to reach him on or before6 . 
ee 1990. 
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rise responsible for postal and telecommuni- 









cations services in the Netherlands. The new private company provides a full 
range of national and international services for 











expectations rai 








| the markets on which it operates, including sectors which saw increased 





mpetition. | 





... Noticeable improvements were made to many aspects of services and the 
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Growth is a precondition for long-term continuity. Due to the limited scope MEN 
for development in the Netherlands the company aims to cultivate foreign 
markets. m | 





À comparison with 1988 results is not possible due to the change of status from a 
State enterprise to a private company on | January 1989. 






Net turnover | — 12,741 million guilders 

Operating profit 7 o 2,783 million guilders ` 
Profit after tax —— | .. 1,460 million guilders 
Dividend . | 570 million guilders 
















Net investments 







3,467 million guilders 
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WASHINGTON, DC 


TOTERS are belatedly waking up to 
the monstrosity of the savings and 
thrift) debacle. The bill that taxpay- 
ve to pick up for thrift deposit insur- 
-ance is variously estimated at around $150 
"billion (now) or as high as $500 billion if 
ll. interest costs over 40 years are included. 
Naturally the exasperated electorate 
wants to blame somebody, preferably in 
this November’s elections. Here is a guide 
to the main players of pass-the-blame. 
. € Democrats. You hold two strong cards 
and one joker. First, the thrift nonsense 
| happened under Republican administra- 
|. tions, so it all shows what happens when 
{ Reagan zealots deregulate a homely indus- 
Itry like thrifts. Unscrupulous rich people 
" (by implication, Republicans) defrauded 
hard-working taxpayers by putting up 
horrid shopping malls. Deregulators 
starved the thrift supervisors of cash and 
people in the 1980s. 

Second card: young Mr Neil Bush. No 
matter that he was merely a junior direc- 
tor of Silverado, a failed Colorado thrift, 
whose offence was conflict of interest over 
certain loans, not fraud (before joining 
the board, he got an "incredibly sweet” 
loan from a Mr Good, a later-partly-for- 
given Silverado debtor). He is, after all, 
the president's son. Calling for a special 
prosecutor is, however, a risky play not 
recommended in your first game. 

= The joker is the name of one of the re- 
cipients of the sweetest deals of all from 
the bailers-out: who was allowed to buy a 
clutch of bust Arizona thrifts for just 
$1,000 of his own cash, despite the fact 
that one of his companies was convicted 
y of fraud. He is called Mr Fail. 

@ Republicans. Length is your strong 
suit. The House of Representatives, which 
passed the thrift deregulating laws, has 
been controlled by Democrats for 36 
years. The limit for thrift deposit insur- 

||. ance was raised from $40,000 to $100,000 
| per account in the dead of the night in 
|] 1980, when Democrats held both the 
White House and Congress. Argue that 

|. the trouble was not deregulation, but fail- 
|] ure to raise thrifts’ capital requirements. If 
|]. bold, mention that the real problem is fed- 
|. eral deposit insurance which gives thrift- 







zens when asked what bothers them. 
.. Yet, strangely, it is not a concern that 
Washington policy makers share. It is almost 
impossible to find a think tank that takes 
crime policy seriously. The Brookings Insti- 
tution has nobody working on crime; unless 
you charitably count Mr Ed Meese, Presi- 
Reagan’ s penultimate attorney-general, 





Playing the thrift blame game 






owners a one-way bet at taxpayers 
expense— but be wary of scrapping it for 
fear of voters with thrift deposits. 

Note that Congress refused in 1986 to 
come up with $15 billion that the admin- 
istration had requested to pay off bust 
thrifts. Note too that many Democrats 
lobbied regulators to delay closure of in- 
solvent thrifts in their districts. _ 

When going personal (and why not?) 
the best card to play is Mr Charles 
Keating, the owner of the failed Lincoln 
Savings and Loan, who gave huge sums to 
four Democratic senators hoping they 
would keep regulators off his back (they 


. did, though a Republican senator was in- 


volved too). Bring in the former Speaker, 
Mr Jim Wright, and the former majority. 
whip, Mr Tony Coelho, who both re- 
signed last year, having lobbied exten- 
sively for thrifts. 

e Taxpayers and voters. You hold all 
the high cards. Blame incumbent politi- 
cians of either party. Point out that most 
thrift losses stemmed from public-policy 





neither has the Heritage Foundation. That 
is odd: it is a conservative think tank, and it 
has been conservatives who have most assid- 
uously tried to politicise crime, to their 
benefit. 

The usual explanation for the lack of se- 
rious study—that crime policy is mainly a 


matter for state and local governments—is _ 


. not reflect varying levels of risk. Nor are 


- both parties and start afresh, 









































when interest rates rose in the ae 1970s 
n any case fraud ony costs raxpaye $ 


is ipe ir uu the iin : 
all: for failure to find the cash to c 
solvent thrifts quickly, allowing thi 
build up ever-rising losses as they tr 
gamble their way back to solvency. O: 
specialist, Mr Bert Ely, reckons the whole 
thrift mess could have been cleaned u 
1983 for $25 billion. | 
Note that neither Congress nor thé ad. 
ministration is. tackling underlying prob 
lems such as deposit i insurance that does 








they paying much attention to other fed 
eral contingent liabilities such as those foi 
bank-deposit, mortgage and pension-fu 
insurance. Ás for campaign-finance re- 
form, observe that neither house has. | 
made any progress to clean up the system. 
despite repeated promises. The best card: 
to lead with? Throw out all incumbents of- | 


unconvincing; the same is true for edi 
tion, yet Washington bristles with opi 
on how to improve schools. And the ca 
is no less stuffed with experts on cons 
tional law and the procedure of crim 
cases. Yet on the bigger issues of who. 
mits crime and why, how it might b 


duced, and: how pes of it might be as: 
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- there is silence. 


One consequence is that legislation on 
crime policy seldom has much to do with 
what criminologists in universities think are 
the central questions. Instead, crime bills in 
Congress become opportunities for political 
point-scoring, a chance for Democrats and 


bien to vie with each other to ap- 


tough. 
' This is exactly what has happened with 


the Senate's crime bill, which passed by 94 


votes to six on July 11th—something of a 
victory for Senator Joe Biden of Delaware, 
who was its main author. The bill is stuffed 
with the usual eye-catching provisions. lt 


_ would ban the sale and manufacture of nine 
_ kinds of assault weapons (fine: but the prob- 


lem for crime policy is handguns). It pro- 


- vides the death penalty for 34 federal of- 


fences (pointless: not a single criminological 


. study has ever convincingly demonstrated 


that the death penalty deters). It provides 
tough new penalties for those found with 
their hands in the tills of the nation's sav- 


- ings and loans (opportunistic: election-year 


politicking, pure and simple). 

One peculiarly mindless part of the bill 
is its adoption of mandatory minimum sen- 
tences for various offences. This continues a 


. recent trend in crime bills. The Sentencing 


Commission, the judicial agency charged 
with setting guidelines for sentences, 
warned the Senate against it. Mandatory 
minimums reduce the discretion that judges 
need. Worse, they encourage juries to acquit 


— those whom they think are guilty, but unde- 


serving of the mandatory minimum (a phe- 
nomenon observable for at least 200 years, 


- since the English Black Acts pronounced 
- death or deportation for poaching). 


One aspect of the bill deserves some 


i praise. Prompted by a tireless New York law- 


Ri 


yer, Mr Adam Wallinsky, it creates a "Police 
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Paediatrician with a bazooka 


MIAMI 


O SOME he is. a gentle doctor re- 

sponding to a patriotic duty. To oth- 
ers, he is an unrepentant terrorist with 
the blood of scores of innocents on his 
hands. At 63 and in frail health, Dr Or- 
lando Bosch, whose name has become 
emblematic of the unremitting fight by 
Cuban exiles to topple Fidel Castro, 
walked into a life of limited freedom on 
July 17th after 14 years in Venezuelan 
and American prisons. 

The Bosch legend, enhanced by his 
hunger strikes into a cause célébre in the 
exile media combines the qualities of 
Abu Nidal and Inspector Clouseau. In 
1968 he was convicted of firing a ba- 
zooka at a Polish freighter docked in Mi- 
ami, a symbolic attack against commu- 
nism that cost him four years in prison. 
Later, when his name surfaced following 
the assassination of another Cuban ex- 
ile, he fled to Latin America. 

In 1976 a Cuban airliner exploded af- 
ter leaving Barbados, killing 73 mostly 
Cuban civilians, including the national 
fencing team. Dr Bosch, the alleged mas- 
termind, was arrested and held for 11 
years while awaiting trial in Venezuelan 
courts for the bombing. Although his 
two associates were convicted, Dr Bosch 
was acquitted. Venezuela immediately 
extradited him to the United States. 

There he was held in prison ostensi- 
bly for violating the conditions of his pa- 
role following the bazooka attack. But 
the true reason probably lies sealed in a 
secret, 71-page dossier compiled by the 
Central Intelligence Agency and the FBI. 
It focuses on his activities abroad 
throughout the 1960s and 1970s that led 
to him being branded as the Cuban ex- 
iles’ most active terrorist. 

These activities made him a hero 
among those engaged in La Causa, the 
anti-Castro movement, centred in Mi- 
ami's Little Havana. His presence in a 
nearby prison quickly became a ticklish 


Corps". Mr Wallinsky's scheme would fund 
college scholarships—eventually, 20,000 a 
year—for students who agree to four years 
of service with police forces after gradua- 
tion. If the money is found for it (a big if) the 
scheme might encourage able but poor stu- 
dents to take an informed interest in crimi- 
nal justice. This apart, the bill might have 
been writen without anyone on the Hill hav- 
ing talked to a criminologist. 

There is peer to learn. There has been 
no recent policy examination of the effec- 
tiveness of neighbourhood-watch schemes, 
of steps that might reduce the opportunities 


problem for two Republican presidents, 
who vowed to punish terrorists of every 
stripe, yet who sought the political sup- 
port of the Cuban community that held 
the prisoner in near reverence. 

And now a deal. Citing Dr Bosch's 
failing health, the Justice Department 
agreed to let him go home. But he will be 
held under virtual house arrest except 
for three hours at midday, when he said 
he will walk through Little Havana ex- 
pressing his views to anyone who in- 
quires. He will find that the political cli- 
mate along Calle Ocho has changed in 
the two decades he has been away. His 
former comrades in La Causa are, like 
him, aging anachronisms. Most have re- 
nounced violence in favour of Republi- 
can party politics. And other segments of 
Miami's ethnically splintered population 
long ago wearied of the anti-Castro fer- 
vor he symbolises. 

His limited freedom could be short- 
lived. Now considered an "undesirable 
alien" Dr Bosch can still be deported if 
America finds a country willing to take 
him. So far 31 governments have re- 
fused. There is one that would take him 
eagerly if asked. Cuba. 





for crime (like better street-lighting or locks 
on cars), or on sentencing that examines the 
stage in a criminal "career" that a particular 
offender might have reached. 

It is not that crime is diminishing. Many 
researchers expected that, for mere demo- 
graphic reasons, as the baby-boom aged 
(crime is a young man's business). It has not, 
though there are now twice as many people 
in America's prisons as there were ten years 
ago. By any standards, that is a gross failure 
of policy. When will Washington do some- 
thing about it? 
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HOW DOES IT WORK? 
Each month our editors select two books from the best and mostpopular . 
jew business books published. Leading business writers painstakingly 
Wummarize the material and clearly share with you all the key ideas, facts, 
‘and conclusions. Professional speakers transform it onto a 30-minute 
tape. The bottom line is, you can master a 300 page business book while - 
you drive to work, while you sit on a plane or a train, or in your office or 
study. You can listen to these tapes while you are walking, running or 
cycling. How many of these outstanding books have you not had time to 
read? 





MONTHLY TITLES WILL INCLUDE! , 

o THRIVING ON CHAOS « WORK SMART NOT HARD e WHEN GIANTS LEARN TO 
DANCE è THE ENERGETIC MANAGER e GROWING RICH WHILE YOU SLEEP e 
HOW TO WIN CUSTOMERS AND KEEP THEM FOR LIFE e WHAT THEY DON'T 
TEACH YOU AT HARVARD BUSINESS SCHOOL e IN SEARCH OF EXCELLENCE + 
GOING FOR IT è INTO THE DOWNWAVE *THE TERRIBLE TRUTH ABOUT. 
Savin p ASIN THE GLOBAL MARKET e THE SERVICE EDGE AND MANY 


Business Book Summaries gives you: 
1. REA IDEAS, that you can use eat away. Not buried in hundreds of boring 


5. CON CONFIDENCE, having a “talking knowledge” of the most recent books lets you . 


converse EARN ADI de 
3. YOU LEARN AND REMEMBER MORE, Scientific research proves that 


ideas in a summary are more easily remembered than the same ideas buried in a 
book. 


4. TIME, Save hundreds of hours off your reading time. Get to the “meat” of a book 
$ in minutes rather than hours. 

5. MONEY, Save hundreds of pounds. To purchase the 24 books that will be 
summarised in the next 12 months it would cost you up to £500, but would you have 
ime to read them? There is nothing like Business Book Summaries. 

"The Wall Street Journal has-hailed this concept “An inventive answer to what is 
becoming an increasingly irksome management problem: too much to read” Our 
book selections cover every aspect of interest to any modern business person. 


includin 
* MANAGEMENT TECHNIQUES- Pick the brains of the best managers in the 


15 " A VERTISING- The 10 golden secrets of advertising. 
| MARKETING- Magical methods that get cash flowing into your bank account. 
*PRODUCTIVITY. 

















E: * Money saving principles. 

“| *LEADERSHIP- You will develop leadership with loyalty. l 

] *SMALL BUSINESS- Learn the short cuts thatthe big boys don't want you to know. 
*COMPUTERS- Take away the mystery in one evening - childsplay. | 
*MOTIVATION- Motivate you team to bring excellent results - 6 facts that will get 
them to love your methods. l 

CAREER How to solve them quickly and turn them to your favour. 

+ T ION 

E eHIRING- Pick winning staff every time - 14 things you did not know. I 

F FIRING - without tears. 


| *TAX- 29 secrets you accountant would charge you thousands for, if he knew the 
‘| of them. 

| «HEALTH & FITNESS- Health= Wealth 

sNEGOTIATION- Learn the "power words" of billionaires. 


| © TIME MANAGEMENT. Do twice the work in ‘4 the time. I 
| «PERSONAL FINANCE: Pension plans - how to increase it's value. - perks & 
- the tax man might not iiie to know about these. l 
INVESTMENTS. 20% free and legal - we tell you how. 
pea d INV here are still fortunes to be made, we tell you how, f 
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MASTER ANY BUSINESS BC 
IN 30 MINS (NOT 30 HOURS). 


noth OF THE READING TIME 


- Business Book Summaries are worth their weight in gold to me” 
 —B.B. - Motor Dealer. 


| Bor the ‘No Charge Free 2 month Trial’ | was convinced of the time savin 
. educative value of B.B.S." — G.S., Advertising Agent. — | 


highly recommend B.B. is ald Pisiiessperson or ddr t P. W., 


| Businessmen i in every field are amazed at the amount of time and 


- į will give you a special discount of 50% off the normal price. if you are 


| the first 2 months and receive a full refund. However everyth ing 


| (Orders outside U.K. £20 or $35 Extra to cover Express Air — 
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"When i think of the thousands i have spent on various courses ang semi 













“| am always sceptical about any courses or programmes, but atter trying this 


"As a lady executive in a man's world 1 find that it really disarms my male 
colleagues when l am more ‘well read’ than any of them. B.B.S. is a must 
me." — N.P., Airline Executive. 


“As a young merchant Banker | have acquired the wit and wisdom of busines 
world legends. As ! also attend night school | don't have much spare time -büt 
using my walkman on the way to work | get to the basics of each aci s. 
method quickly and simply.” — K.F., Merchant Banker. 


"No waffle, No Boring Borabast - You get the guts of the author's message. 


T MONTH 1 TRIAL 
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| money this system is saving them. Try it for 2 months risk free, before | 
| you decide. You get 2 months to evaluate for yourself and it won't cost _ 
| you a penny. Also if you respond to this offer before 31st August we 










not fully satisfied you may cancel your 2 month free trial and receive a 
full refund. | 
NOTE: We furieh you with a written invoice so that you may 
| claim 100% against tax and expenses. 
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Y ES send me BUSINESS BOOK SUMMARIES Free for 2. 
months, plus a further 12 months (24 books) at only £69.95 or $125 
(50% off the regular rate of £139.90 or $250). | may cancel d 


















have received in the meantime is mine to keep regardless. — 


delivery. Total £89. 95 or $160). 
NAME .. 


ADDRESS . 
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Method of payment 
IN es = Visa [| Access | | Am/Ex 
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Order by Phone London 071-730 7113. 
or order by Fax London 071-730 2477 
or Mail to: BUSINESS BOOK SUMMARIES 

80 PEU Street, Belgravia, London Swi -W9QD. 









EN Mr Henley Pan former President Carter’ s 

chief of staff, was running for the Democratic nomination 

in Geórgia" s 1986 Senate race, he found that his lesser-known 
rival (who eventually won), Representative Wyche Fowler, was 
curiously adept at.raising money from special interests. Mr 
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form. When a reporter asked Mr Jordan what would most help 
his flagging campaign, 
and Means Committ 
The flow of specia terest money is as good a guide as any 
to the power of congressional committees. Despite its quaintly 
Victorian name, the Ways | 
and Means Committee ab- 
ways comes top. Its judice - 
tion is breathtaking—trade, . 
taxes and half of fed 






deral | 
spending too, on social secu- 
rity {old-age pensions) and 
Medicare. It is a reasonable 
-bet that three-quarters of. 
¿whatever emerges from the 
budget summit will have to 
be approved. by Ways. and 
^Méans. So will an increase in 
-the federal debt limit before 
..the August recess. Hence all 
“the huddled talks between 
administration budgeteers 
and the committee's ch: 








jair- 
2 man, Mr Dan d uses | 
: Mr Rostenkowski iš- 
caricature of a ‘Chicago s : 
big, beefy, Polish, gravel. 
"voiced, alternately charming 
vand rude, he looks exactly 
"like what he once was—a lo- 
eal ward chairman for the 
| legendary Richard Daley. 
.— His chairmanship started badly when he lost a 1981 tax-cut 
- bidding war with President Reagan. But in 1985-86 came his fin- 
“est hour: tax reform. When Mr Reagan unveiled the idea on tele- 
vision, Mr Rostenkowski replied for the Democrats, inviting 
viewers to “write Rosty”. More than 75,000 letters arrived. In 
the following 18 months, he fought hard to ensure that the cen- 
-tral bargain behind tax teform—scrapping special breaks in re- 
turn for lower tax rates—stayed intact. 





 committee's 200th anniversary, was an awful year for Mr Rosten- 
kowski. In the spring a bogus budget agreement was reached 
without him, and his committee splintered over the tax revenues 
it required. He toyed with but decided against a capital-gains tax 
. cut, only to see the committee (and later the full House, but not 
the Senate) pass one. Attacks escalated on the tax-reform act for 
its bias against saving. _ 

_ Above all there was the fiasco over catastrophic health care. 

The Reagan administration proposed extending Medicare, the 
' health programme for the old, to cover the costs of long stays in 
- hospital. But faced with huge budget deficits, it was decided to 
.finance it by a progressive tax levy on the. elder! ly themselves. 

| When thet tax bigot hi 
the hapless chair- 








The mean ways of Ways and Means | 


Fowler’s secret?.A seat on the House committee drafting tax re- 


he shot back: PR few days on: the Ways | 





Aftetwards, anti-climax was inevitable. Even so 1989, the 


doormats i in early 1989, better-off old. 


yski”. Ani intimi- 





dated ores repealed the law altogether. 

Mr Rostenkowski, sadder and a year older, still thinks the 
repeal was a mistake. But he hopes 1990 will be a better year. He 
is the only player in the budget negotiations to have put forward 
(in Mn a balanced package of spending cuts and tax increases 
to lop $55 billion off the 1991 deficit; including higher excise 
and petrol taxes, an environmental tax and cuts in social secu- 
rity. He has also expressed keen interest in an energy tax, unlike 
his Senate counterpart, Mr Lloyd Bentsen from energy-produc- 
ing Texas. He is adamant that a budget agreement must be spe- 
cific instead of just asking his committee to find new revenues. 

As for capital-gains tax, 
Mr Rostenkowski knows 
that the political pressure for 
a cut remains strong. But he 


gan years may enable Demo- 
crats to block it unless the 
| eee agrees E a 
| 44 higher income-tax rate for 
AND MEANS the — better-off—something 
TO GET the White House resists. 
Despite the attention he 
is getting in the budget talks, 
the old pol seems often to 
- hanker after a distant, better 
past. Twenty years ago com- 
mittee chairmen really ran 
Congress. Today's congress- 
men, grumbles Mr Rosten- 
kowski, have become "inde- 
pendent contractors", free 
to ignore their party leaders. 
Nor is it just a question of 
power. Mr Rostenkowski la- 
ments the spread of feel 
d politics in place of proper leadership. And the budget defi- 


cit looms over everything. Ways and Means programmes, unlike $ 


appropriations, are mostly sheltered from the Gramm-Rudman 
deficit-cutting law that threatens to chop a whopping $100 bil- 
lion off federal spending in fiscal 1991. But perhaps because he 
genuinely wants to deal with the deficit, Mr Rostenkowski would 
still like to scrap Gramm-Rudman. 


The $1m question 
His nostalgia may be overdone. The prestige of Ways and Means 
is as high as ever. One sign is the chairman’s ability airily to 
refuse to admit freshmen to the committee (though one notable 
freshman joined under a different chairman in 1966: Represen- 
tative George Bush, who remains close to Mr Rostenkowski). 
This week Republicans were grumbling about being left out of 
the contacts between Mr Rostenkowski and the administration. 
Mr Rostenkowski is keen to go on fighting for the integrity 


of tax reform. But his enthusiasm may wane as more people 


come to attack it. He is unopposed in his Chicago district this 
November, thanks partly to his campaign chest of $1 m. But 1992 
(when he will be 64) will be his last chance under Congress's 
current rules to retire and keep that cash. As the halcyon days 
recede and budget bickering continues, the old Chicago: pol 
could be sorely ERE. 
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suggests that new concern : 
„over the way taxes grew less dii 
progressive during the Rea- 
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Allianz 


worldwide 


Argentina 
Australia 
Austria 
Belgium 
Bermuda 
Brazil 
Canada 
Chile 
Denmark 
Egypt 
France 
Germany 
Great Britain 


Greece 


Hong Kong 


Hungary 
Indonesia 
Ireland 
Italy 
Japan 
icchtenstein 
Mexico 
Netherlands 
New Zealand 
Norway 
Peru 
Portugal 
Saudi Arabia 
Singapore 
South Africa 
Spain 
Sweden 
Switzerland 
Tunisia 
Caer key 
Arab Emirates 
USA 


Venezuela 





Yugoslavia 


Taking a look around. 





The degree of risk often depends 
on the location. So our experts 
take a good look at a project's 
surroundings. For 100 years 
careful work plus comprehen- 
sive technical and financial 


resources have made Allianz 





a proven partner for business. 


Chance has played no ro- 
le in making us the leader in 
the demanding European mar- 
ket. Nowadays, Allianz insures 
major industrial and technical 


projects all over the world. 


Allianz 


EUROPE'S LEADING INSURANCE COMPANY 








FURNISHED, SERVICED SUITES 





At Pacific Place 88 Queensway Hong Kong 


For more information, please contact: 


Mr. Eddie Wong 804 6063 Miss Tuzie Cheung 844 3868 


OPEN MONDAY TO SATURDAY 
( TEL: 804 6063) 











Take it easy 


you ll get used to it 


All the bathrooms in The Atrium are spacious, 
luxuriously designed and fitted. The larger ones have 
separate saunas and shower rooms. 


The Atrium offers an unparalleled range 
of services and features: 


E 136 furnished and serviced suites conveniently located on the 14 floors above the 
Marriott Hotel 

B Owned and managed by Swire Properties Limited 

M As many as 10 different designs with sizes ranging from studios of 606 sq. ft. to 
spacious duplexes of 3,388 sq. ft 

E Completely furnished and fully equipped with cutlery, crockery, linen and 

electrical appliances 

Centrally airconditioned for year-round comfort 

Magnificent harbour views 

In-house movies 

Complete daily maid service 

Security system with sophisticated equipment and well-trained staff 

Marriott Hotel's swimming pool, health club, business centre, restaurants and 

room service are conveniently available at no extra change or with special 

discounts 

E Easy access to transport services and within walking distance of the rest of Central 
District and Wanchai 

W Pacific Place facilities will, on completion, include The Mall, an 800,000 sq. ft. 
shopping complex with eating and entertainment facilities, a car park in the 
basement, two first class office buildings, luxury apartments and three major 
hotels 

8 Immediate Occupation 

B Rents starting from | month are inclusive of management fees, maid — 


* 


AVAILABLE FROM THREE MONTH TO TWO YEAR LEASES 
VIEWING BY APPOINTMENT ONLY 


SWIRE PROPERTIES LIMITED 
33rd Floor, One Pacific Place, 88 Queensway, Hong Kong 
Telephone: 844 3888, Telex: HX74217, Fax: 810 1547 
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Saddam's Gulf of threats 


RATITUDE is not a word that springs 

to mind in connection with President 
Saddam Hussein of Iraq. During his eight- 
year war against Iran, fellow-Arabs kept his 
war chest stuffed with cash. One of the big- 
gest contributors was Kuwait, which gave 
lraq some $10 billion in “loans”. Another 
oo: benefactor was the United Arab 

rates. 

Times, and loyalties, change. This week, 
in an astonishing letter to the Arab League, 
Iraq's foreign minister, Mr Tariq Aziz, ac- 
cused both small sheikhdoms of "direct ag- 
gression on Iraq”. They had, he said, con- 
spired with America to flood the market and 
drive down the price of oil (see page 68). On 
July 17th, the day before the letter was made 
public, President Hussein threatened vio- 
lence against Arab states whose oil policies 
were “stabbing Iraq in the back”. 

Two years after the war, alliances in the 
Gulf are returning to older patterns. [ran 
and Iraq, the region’s military giants, are re- 
turning to the armed peace that preceded 
the fall of the Shah in 1979. Their richer but 
weaker neighbours, the Arab sheikhdoms of 
the Gulf, are mending relations with Iran. 
They are encouraged by the growing moder- 
ation of President Ali Akbar Rafsanjani, 
Ayatollah Khomeini’s successor. Above all, 
| are terrified of Iraq. 

Post-war Iraq has the Arab world’s 
strongest army and the self-confidence to 
throw its weight around. President Hussein 
is a proud man who beat off Iran and shouts 
abuse at Israel (which, he says, he would 
half-destroy with chemicals if it attacked an 
Arab country). By comparison, his Arab 
neighbours are puny. But Iraq needs to re- 
build itself, and has only its oil revenues to 
pay for imports and service its foreign debt. 
Kuwait and the United Arab Emirates no- 
toriously bust the oil-production quotas set 
by OPEC. Over-production helps keep the oil 
price low: between January and June it fell 
from $22 to $16 a barrel. 

It is a bit stiff to blame all this on Kuwait 
and the UAE. They are not the only quota- 
busters, and even before the thunder from 
Iraq they had nervously told an OPEC meet- 
ing that they would cut production, if not by 
as much as Mr Hussein would like. But they 
will take his threat seriously. In 1986, when 
lraq felt it was not getting enough support 
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against Iran, he sent his jets to bomb a cou- 
ple of the UAE's oil rigs, 600 miles away at 
the far end of the Gulf. 

Kuwait's bad luck is that it sits on Iraq’s 
doorstep. Mr Aziz’s letter has caused near- 
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panic there. The letter accuses the Kuwaitis 
of “aggression” by building military installa- 
tions on Iraqi territory in 1980, and of steal- 
ing oil worth $2.4 billion from an Iragi 
oilfield close to the border. It proclaims: 
"We register before the Arab League and all 
Arab states Iraq's right to get back the sto- 
len amounts and stop the violation." On 


July 18th Kuwait's newly elected parliament — — 
denounced lraq's threats in an emergency 


session, and its diplomats set off to present __ 
their case to the Arab world, starting with — 
Saudi Arabia and its other partners in the 
Gulf Co-operation Council. 

The Kuwaitis have been victims of Iraqi 
bullying before. Parts of the shared border 
are undefined (the Iraqis last tried an inva- 
sion in 1973). For the past two years the 
Iraqis have been pressing Kuwait to lease 
them Bubiyan island, a desolate sandbank at 
the head of the Gulf (see map). 

Iraq has access to the Gulf by two water- 
ways, both of them shared: the Shatt al- 
Arab with Iran, the Khawr Abd-Allah with 
Kuwait. The Iraqis say the Kuwaitis would 
lose nothing important by granting them a 
lease on Bubiyan island, and giving them 
control of both banks of the Khawr Abd- 
Allah. Kuwait says no, fearing that a lease 
would never be given up, and that handing 
over Bubiyan could revive Iraq's claims to 
the whole of Kuwait. 

lraq's sudden bellicosity towards its 
southern neighbours puts a more sinister 
light on the recent improvement in its rela- 
tions with Iran. By exchanging conciliatory 
letters in April and May, Presidents Hussein 
and Rafsanjani seemed to have broken a 
long deadlock over a United Nations plan to 
turn their ceasefire into a full peace. On July 
3rd, in Geneva, the rivals’ foreign ministers 
met for the first time since the fighting 
stopped. A meeting between the two presi- 
dents seemed no longer inconceivable. 

Most Gulf Arabs had been inclined to 
welcome these peace moves, and the stabil- — 
ity they promised to bring. It now looks as if — 
President Hussein may have extended one  — 
hand in peace to Iran in order to make the ~ 
other into a fist he could brandish at Ku- 
wait. His speech, and his foreign minister's 
letter, sound alarmingly like a pretext for in- 
vasion. They may be only the prelude to ex- 
tortion: Iraq's way of inducing Kuwait to 
write off its previous loans, and perhaps to — 
provide more of them. Either way, the war- 
time alliance between the Gulf Arabs and 


Iraq is surely over. 


Before the Gulf war, the various sheikh- 3 


doms tried to keep half-way between Iran 
and Iraq. The war forced them to pick sides. 
With peace, some will be tempted to hedge 
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their bets again. Even before Iraq's week o 
threats, Kuwait had begun to rebuild rela- 
tions with Iran, whose foreign minister, Mr 
Ali Akbar Velayati, paid a visit on July 11th 
and proclaimed that “all the problems" that 
had divided the two countries had been re- 
solved. Those problems had included Ku- 
waiti help for Iraq during the war, and Iran's 
simultaneous attempts to subvert the Ku- 
waiti regime, attack it with missiles, sink its 
oil tankers and assassinate its emir. 

The Gulf Arabs may not like being bel- 
lowed at by President Hussein. But they 
know that Iran is nowadays in no position to 
fight Iraq. Kuwait is asking for American 
help, but cannot assume that the United 
States would again use the fleet it still keeps 
in the Gulf. The row’s main consequence 
may be that opec’s Arab delinquents take 
their production quotas a lot more seri- 
ously—for a while. 





| OBODY can accuse the Syrian presi- 
dent, Mr Hafez Assad, of a want of 
historical learning. Behind his desk in Da- 
mascus hangs a portrait of Saladin, the 
| Kurdish hero who vanquished the Cru- 
saders eight centuries ago. In Egypt, on 
July 15th, his sense of history spiced up 
what would otherwise have been a bland 
press conference at the end of a meeting 
with Egypt's President Hosni Mubarak. 
From repelling the Mongols until the 
1973 Arab-Israeli war, Mr Assad declared, 
Egypt and Syria had always stood together 

to defend the Arab homeland. 

Well, maybe. But there is also the small 
matter of these recent bitter years, during 
which the Syrian propaganda machine 
has heaped abuse on Egypt for its peace 
with Israel. This breach, it was necessary 

| toremember during a three-day summit of 
smiles and kisses in Alexandria, was not 
healed until Mr Mubarak visited Damas- 
cus last May. Did the fact that Egypt and 
Syria were friends once again mean that 
Mr Assad now accepted the Camp David 
| treaty between Egypt and Israel? When a 
| reporter put that question to the Syrian 
| president after the summit, it was swiftly 
| intercepted by President Mubarak. Camp 
David, said the Egyptian president, was a 
| matter for Israel and Egypt. 

Israel's newspapers were undaunted by 
this evasion. They brimmed over, after 
the summit, with rumours that Syria and 

| Israel were on the brink of negotiations, 
| or had indeed begun secret pre-negotia- 
tion contacts through third parties. Isra- 
| el's deputy foreign minister, Mr Binyamin 
| Netanyahu, did little to calm the chatter. 
He said Israel would be delighted if it were 











The Mecca disaster 
Echoes from the 
tunnel 


T FIRST the Saudis pinned their hopes 
on Islamic fatalism. "God's will," said 
King Fahd, was explanation enough for the 
death of more than 1,400 people during the 
Haj in Mecca on July 3rd. The dead were 
buried quickly, in the hope that foreign crit- 
icism would die quickly too. It didn't. Bitter 
arguments rumble on. 

The Iranians, who accuse the Saudis of 
deliberately causing the deaths, say they will 
prosecute Saudi Arabia under international 
law. But lran was fighting a vendetta with 
Saudi Arabia over the Haj anyway, so few 
people take its allegations seriously. More 
upsetting, from the Saudis’ point of view, is 


_Damascene conversion, in Alexandria 
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Assad's isolation was unspl 


true that Syria was willing to start uncon- 
ditional peace talks: “The door is open, at 
all hours, at any time, through all possible 
channels." 

It is not clear whether anything solid 
lies beneath the fountain of optimism. ls- 
rael's government is keen to persuade the 
United States that peace can be made 
without a resumption of the Americans’ 
recently suspended talks with Mr Yasser 
Arafat's Palestine Liberation Organisa- 
tion. To that end, Israel's prime minister 
recently invited Mr Assad to visit Jerusa- 
lem, at any time and without conditions, 
to start negotiating peace. But, after Al- 
exandria, Syria's official position seems to 





the continuing disquiet of Turkey and of In 
donesia, the world's most populous Muslim 
country. 

Although more than 400 Indonesian: 
were among the victims, the first reaction o 
the Indonesian government was to absolvi 
the Saudis of responsibility. It then change 
its mind, and is now demanding a commis 
sion of inquiry. Some 100 Indonesian pil 
grims are still not accounted for. Temper: 
have been frayed by the Saudis' refusal to le 
Indonesian officials present in Mecca in 
spect the site of the disaster or visit the in 
jured in hospital. The Nahdatul Ulema, In 
donesia's association of Islamic clerics 
insists that the Saudi government should ac 
cept responsibility and pay compensation. 

At least 550 of the dead in the tunne 
were from Turkey. Reaction there was slow 
to take shape. Many Turks, including many 
officials, were on holiday. But Turkish atti 
tudes began to harden when the Saudis ^ 


remain much as it was before. It will talk 
to Israel only in the context of an interna- 
tional conference (which Israel opposes) 
and after Israel promises to return the Go- 
lan Heights (which it has annexed). 

If the Alexandria meeting has any 
practical consequences, they are more 
likely to affect Arab relations with Arabs 
than with Israel. For a country that calls 
itself the vanguard of Arabism, Syria has 
had pretty sour relations with its brother- 
Arabs. Mr Assad has been conducting a 
long-running feud with lraq's President 
Saddam Hussein, and his relations with 
Mr Arafat are cold. He stayed away from, 
and therefore fatally weakened, an emer- 
gency Arab summit held in Baghdad last 
May in order to show Arab solidarity 
against Israel and complain about the emi- 
gration of Soviet Jews. 

Just lately, it has become more difficul 
for Mr Assad to cleave to his independen. 
line. Where the firm political and military 
support of the Soviet Union used to be, 
there is now only the certainty that Presi- 
dent Mikhail Gorbachev does not sup- 
port Syria's quest for "strategic parity 
with Israel. At the same time Mr Assad 
has seen a ballooning rise in the military 
power and political prestige of his Iraqi ri- 
val, and the danger, albeit receding, of an 
American-brokered deal between Israel 
and the Palestinians that could leave Syria 
out in the cold. 

Mr Assad has promised to turn up, 
even if lraq’s President Saddam Hussein is 
there, for the next big Arab summit, in 
Cairo in November. He probably wel- 
comes the chance to dip a toe back into 
the Arab mainstream. In Alexandria this 
week, Mr Mubarak, who may have wor- 
ries of his own about the power of Iraq's 
dictator, seemed happy to help him. 
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time refused to allow tour groups to go 
home if some’of their members were unac- 
counted for. The Turkish government, un- 
der criticism from the opposition for not do- 
ing anything, was not helped when the 
deputy prime minister, Mr Mehmet 
Kececiler, blamed the horror on the inex- 
perience of Turkish tour operators. 

The state minister sent to Jeddah, Cemil 
Cicek, then declared himself unsatisfied 
with the Saudi explanation of events. So did 
speakers at a special session of the Turkish 
parliament. The debate in Turkey is now 
mainly about compensation for the victims, 
which the Saudis have so far declined to 
make. Indeed, they have hung on to the 
1,000 riyal ($268) guarantor fee imposed on 
all pilgrims, to cover funeral costs. 

One reason for the continuing criticism 
of Saudi Arabia is its failure to give a plausi- 
ble and detailed account of what went 

ng. The Saudis have denied widespread 

rts of a failure in the ventilation system 
of the tunnel in which the pilgrims died. 
They have also denied wilder rumours, in- 
cluding one that has Saudi guards switching 
the ventilation off deliberately, in order to 
flush out a group of pilgrims they thought 
were holding a political demonstration. 

Quite a lot of Muslims now feel that the 
Haj should be managed not by the Saudis 
alone but by a pan-lslamic committee. The 
Saudis are unlikely to agree. King Fahd con- 
tinues to call himself the Guardian of the 
Two Shrines, and the government twitches 
at any criticism of its management of Mecca 
and Medina. Several western newspapers 
(including The Economist) have been 
banned indefinitely from Saudi Arabia for 
their reports on the disaster. 





Israel and Ethiopia 


oping the price 


OR the Jews of Ethiopia, the road to the 

promised land is an arduous one. Some 
15,000 Ethiopian Jews (known as Falashas— 
a derogatory Amharic term for "the wander- 
ing ones") were left behind when Operation 
Moses, a top-secret mission to fly them to 
Israel through Sudan in the mid-1980s, was 
ended prematurely. 

Last November the regime of President 
Mengistu Haile Mariam, deserted by its So- 
viet backers and despised by those western 
governments that had given him "humani- 
tarian" aid, restored diplomatic relations 
with Israel after a 16-year break. Since then 
hundreds of Jews have left each month. An- 
other 12,000 or so remain, most of them ap- 
parently in Addis Ababa awaiting exit visas, 
the rest in their villages in Gondar province 
to the north. Now the gate has, it seems, 


slammed shut again. 
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Three who made it to their promised land 


Officials at the Jewish Agency in Israel, 
the quasi-governmental organisation that 
supervises immigration, confirm that the 
Ethiopian authorities stopped granting exit 
permits three weeks ago. No explanation 
was given, but Israel's ambassador to Ethio- 
pia, Mr Meir Joffe, was quoted in the New 
York Times as saying that the suspension 
had been agreed by both governments, be- 
cause they thought non-Jews were using the 
route as a way to escape Ethiopia's chronic 
war and famine. The delay would allow for 
more careful scrutiny of the emigrants' Jew- 
ish credentials. 

This caused fury among the 20,000 Ethi- 
opian Jews in Israel. "They don't check too 
carefully whether all the Soviet immigrants 
are truly Jewish," said Mr Mesfin Ambaw, 
secretary of the Association of Ethiopian 
Immigrants. “The fact is that Russian Jews 
are the priority now. There's no room for 
the Ethiopians. They don't matter to the 
government." On July 18th the foreign min- 
istry pedalled backwards. Mr Joffe, it said, 
had been misunderstood: Israel and Ethio- 
pia had not agreed to halt departures to 
weed out non-Jews. So why was the emigra- 
tion suspended? The foreign ministry said it 
did not know. 

Mr Howard Wolpe, chairman of the 
American House of Representatives’ sub- 
committee on Africa, thinks he does know. 
He says President Mengistu is using the Jews 
as pawns to extract more Israeli arms for use 
against rebels in Tigre and Eritrea, and that 
he flew secretly to Israel earlier this month 
with a long shopping list of weapons. 

Israel dismisses these claims as "pure 
speculation", although it admits having pro- 
vided Ethiopia with modest supplies of small 
arms. À memorandum written for Mr Wol- 
pe's committee says, in contrast, that Israel 
has provided Ethiopian forces with advice, 
training and weapons, including cluster 
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bombs. Other reports claim that Israeli tech- 
nicians are upgrading Ethiopia's elderly F-5 
aircraft and adapting Ethiopian Airlines' ci- 
vilian aircraft for military use. 

Mr Ambaw and other Ethiopian leaders 
want Israel to give President Mengistu what- 


_ever arms he needs. If the president falls, he 


says, Ethiopian Jews will pay a heavy price 
for the help Israel has given him. 





South Africa 


Soft centres 


FROM OUR SOUTH AFRICA CORRESPONDENT 


OLITICS is no respecter of copyright. 

In last September’s “general” (whites 
and browns only) election in South Africa, 
the freshest new force at the hustings was 
the Democratic party. As the first party to 
risk campaigning among whites for univer- 
sal suffrage in a unitary South Africa, it did 
remarkably well, capturing 30% of votes cast 
and 33 seats in parliament. Today it is in dis- 
array, its political programme, and many of 
its voters, having been stolen by the ruling 
National party, from which many of its 
founders originally defected. 

Since February, when President F.W. de 
Klerk unbanned the African National Con- 
gress, freed Mr Nelson Mandela, and prom- 
ised to share power in a post-apartheid 
South Africa, it has become increasingly 
hard for the Democrats to maintain the loy- 
alty of voters. At last month’s by-election in 
Umlazi, in Natal, the Democrats’ share of 
the vote slumped to 1096 and their candi- 
date lost his deposit. The by-election seemed 
to show that in constituencies where the 
pro-apartheid Conservative party is chal- 
lenging the government, pro-reform voters 
will henceforth vote for the ruling National 
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Malan marched out 


party rather than the Democrats. 

Umlazi has left the party worried. Mr 
Denis Worrall, one of the Democrats’ three 
joint leaders and a former ambassador to 
London, has been criticised for taking the 
party into a disastrous three-cornered con- 
test. It will not fight in similar circumstances 
in future, it has been decidec. 

One man who will not fight for it in any 
circumstances is Mr Wynand Malan, an- 
other of the party's leaders. He resigned his 
seat in parliament on July 12th, three days 
after some members had tried to forbid oth- 
ers from belonging to the semi-secret Afrika- 
ner organisation, the Broederbond. Mr Ma- 
lan, a prominent Broederbonder, said 
simply that the Democrats no longer had a 
role, since "the political process is irrevers- 
ibly on the road to a negotiated settlement." 

Mr Malan's resignation has left the 
Democrats with a dilemma: if they contest 
his vacant seat, they risk another humilia- 
tion in another three-way by-election. If 
they do not, they will be signalling that they 
do not have the stomach for a fight. 

Something rather similar is meanwhile 
happening in black politics. Another cen- 
trist force, Mr Mangosuthu Buthelezi’s 
Inkatha movement, has lost ground to the 
ANC and its allies outside its traditional base 
in Zulu-speaking Natal. Even in Natal, it has 
been eclipsed in the main urban centres and 
is facing new challenges in the countryside. 
The decline of the once powerful Inkatha 
pre-dated the concerted drive by the newly 
unbanned ANC to isolate Mr Buthelezi. But 
the campaign has aggravated the organisa- 
tion’s difficulties. 

Mr Buthelezi’s response, on July 14th, 
was to open Inkatha’s membership to all 
races and relaunch it as a political party es- 
pousing multi-party democracy and free en- 
terprise. Inkatha began life in 1975 as a "'lib- 
eration movement" open only to citizens of 
the Zulu "homeland" of KwaZulu. A few 
years later it opened its doors to all black 
people. By declaring itself open to white 
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members, Mr Buthelezi may hope to attract 
financial contributions from white business- 
men, and so offset some of the generous do- 
nations won for the ANC by Mr Mandela 
during his recent tour of Europe, North 
American and Africa. But his gesture seems 
unlikely to do much to boost Inkatha's sup- 
port among blacks. 





Colombia 


Gem wars 


EACE has been declared in Colombia 
between illegal traders and the authori- 
ties. It may not last. But it shows that the 
new government of President Cesar Gaviria 
is prepared to do a deal that transforms 





gangsters into legitimate traders. It may end 
the emerald wars that are much older than 
the war on drugs, and not so very much less 
deadly, having killed some 3,000 people in 
five years. 

Fine emeralds are mined in the Colom- 
bian mountains. They are valuable, easily 
concealed, hard to trace. For centuries gov- 
ernments have asserted control of the trade 
and claimed most of its value. The trade ha: 
therefore been clandestine, miners and deal. 
ers working under armed "protection" both 
against the police and against their competi- 
tors. Trade rivalries are mitigated by armed 
cartels which own politicians and, in recent 
years, have worked with the similar cartels 
that control the illegal drugs trade. 

The new truce is meant to bring peace 
between the emerald traders and the au- 
thorities, and to offer the miners and traders 


The kickback from cocaine 


OCA plants grow mostly in the 

mountains of Peru and Bolivia. 
Their leaves are chemically treated in 
Colombia. About 8596 of the refined 
product is consumed in the United 
States. But the pattern may be changing. 
Growers are extending down from the 
Andean highlands into the more fertile 
valleys. Processors, sporadi- 
cally harassed by Colom- 
bia's war on drugs, may be 
shifting into Bolivia or Bra- 
zil. Traders are developing 
European markets. 

Having moved on from 
marijuana to cocaine, some 
big operators may now be 
diversifying into heroin 
from the poppy harvest in 
Guatemala and Mexico. 
There is new competition 
from synthetic amphet- 
amines, which can do what 
cocaine does for a tenth of 
the retail price. Fashions in 
drugs change; demand may 
be falling. Nothing is cer- 
tain. 

Mr Eduardo Crawley, 
editor of Latin American 
Newsletters, is about to 
publish some useful new 
findings on this business. 
His research indicates that, in Peru, some 
100,000-200,000 hectares (250,000- 
500,000 acres) are planted to cocaine; in 
Bolivia, 60,000-100,000 hectares; in Co- 
lombia roughly 22,000-42,000 hectares. 
A year after planting, bushes start pro- 
ducing usable leaves and for the next six 
years bear an average of 1.7 tonnes of leaf 
per hectare. About 10% of leaves may go 


COCAINE BASI 


Yield per hectare: 7kg 
Price per kg: na 


PURE COCAINE 


Yield per hectare: 6kg 


Price per kg: 


STREET COCAINE 


Yield per hectare: — 9kg 
Price per kg: 





to "traditional" users, who chew them 
unprocessed. 

The chart shows how volume is re- 
duced, and value added, between grower 
and consumer. The leaves are first 
mashed into a rancid paste. The paste is 
crudely treated with chemicals to make 
cocaine base, and as such transported by 
air to Colombia. There it is 
refined ^ into cocaine 
hydrochlorate. The next, 
risky stage is transport to 
the United States, where 
the pure drug is diluted or 
adulterated (usually by 
30%) for retail sale. 

Mr Crawley reckons Pe- 
ru's export earnings from 
coca at between $1.3 billion 
and $2.8 billion; Bolivia's at 
$1.4 billion-2 billion. Un- 
like them, the Colombian 
processors need to import 
expensive chemicals; their 
net export earnings may be 
$7 billion-15 billion. He 
thinks that net revenue 
from transactions in the 
United States is far larger: 
$76 billion-181 billion— 
enough for an awful lot of 
bribes and weapons to pro- 
tect the sales staff. 

Earnings from coca have helped Peru 
and Bolivia to survive recent bad times. 
The trade has supported Colombia's rel- 
atively good economic performance, and 
enabled a whole new class of entrepre- 
neurs there to buy land, build properties 
and subvert authority. But by far the 
greatest share of drug money is earned, 
banked and spent in the United States. 
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he North-West-German-State-Lottery 
is the only lottery that offers extremly 
large prizes compared to the limited 
issue of only 900,000 tickets. The lottery runs 
over a period of 6 month, one class per month - 
6classes in all. Winning excitement for 26 weeks. 


| XN S Super Jack Pots 





p to 2,42 Million USS 





aws are held i public each friday and are 
-supervised by government officials. The results 
are published monthly in an official 
winning-list. 
The number and the amount of prizes is fixed 
before the commencement of the lottery. There- 
fore, all tickets are in the game and each has an 
equal chance of winning. All prizes are paid- out 





GET YOUR SHARE OF 188 MILLION US$ 


ou order your ticket on the order coupon 
below. Within days you receive your 
ticket together with an invoice and the 
official drawing schedule with rules and 
regulations. 
PLEASE INCLUDE PAYMENT WITH 
YOUR ORDER! You can also pay for your 
ticket after receipt of the invoice. Payment 
can be made by personal check, travellers 
check, bank transfer (add remittance bank 
charge) or in cash via registered air mail (cash 
at your own risk). 
{ter each month you will receive the official 
Twinnig list, together with the ticket for the 
next class via air mail. 
When your ticket is drawn, you will imme- 
diately receive a winning notification. - 
Your prize-money will be transfered to you 
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Sep. 28, 1990 to Mar. 22, 1991 
of the Nordwestdeutsche Klassenlotterie " t» 
> Please fill in number of tickets you want to order per month 


DM or US$* 


1/1 ticket 744.00 e 450.95. 


i/2ticket 384.00 e 232.75 
1/4 ticket 204.00 e 123.65 





* USS prices are subject to rate of exchange. Rate as of May 1990. 
Elect the one time payment for all 6 classes or pay monthly, 
air mail postage and winning list after each class. No additional charges. 
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before they are mailed, thus insuring 100% | 
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and confidential service. Now it is up to you, | Su 
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you lots of luck. rud 


Your winning | "EP 


If coupon PENA - for information. § Jackpots up to 2.42 Million l SS) 
awe State Accredited Lottery Agent aE | 
p ra " | aw f r 1 "T Pe : { ——— 1 

"f m] Lotterie-Einnahme Hameln — SAAS US IL EOIHOT TONY: 

EAD Miegelweg 24 


D-3250 Hameln, W. Germany 


* 28 prizes of 606,000 US 


100% Payouts 
No withholding of winning 


26 weekly draws with 








ms um m NN 
Lotterie E innahme Hamein 












& Please print in clear letter 





CLANS 


First Name |. RESE 
E |Last Name : z h E 
| : : "265.75 | ^ : me H1 " Im 
137.15 | T] E | d E p x 
e 76.90 Credit card- -payment sid a — 6 Classes) possibi 









samar —— 
| i 








E. | i i i Poe bad ft | Ppate Yea 
Make check payable to "L.E. HAMELN" = e. zi ROI Rode io 4] 





| On mail-order credit card payment a handling fee of DM 35.- (USS 21. E 














DM = : German Marks 


, WALID ONLY WHERE LEGAL 


INTERNATIONAL 





Where a policeman's lot is lively 


a peaceful way of solving their disputes with 
each other. The state agrees to wipe clean 
the records of alleged gangsters, to free the 
trade from restrictions and to cut the tax on 
it. In exchange the traders agree to pay the 
reduced tax instead of avoiding it, and to 
sort out their disputes in the civil courts, 
rather than with guns and secret deals. For 
the traders, that would spare the expense of 
armed protection, and the risk of sudden 
death. For the state, it would save money on 
police, and raise more from realistic taxes 
than it can gather from high ones. 

Some Colombians want their new presi- 
dent to make a similar truce with the armed 
gangs that control the illicit cocaine trade. 
First, though, the president and his Liberal 
party have a score to settle. They want to 
hunt down Mr Pablo Escobar, the drugs 
boss from Medellin whose men killed their 
favourite presidential candidate last August. 

On July 11th, before massed television 
cameras, Colombian police and soldiers 
launched their fourth unsuccessful assault 
on a hideway where they said they would 
find him. Those arrested were identified as 
his doctor, his chemist, his driver and so on. 
Much property, including weapons, was 
seized. Mr Escobar was not at home. 

The police say their target barely es- 
caped with his life. Critics of the police say 
they (and their United States helpers) 
goofed again. Others think the govern- 
ment's aim is to frighten Mr Escobar's asso- 
ciates into handing him over in exchange 
for a huge reward, or killing him themselves. 
Whichever way, the end of the emerald wars 
will encourage the drugs warriors to hope 
for their own truce, once the government 
has settled its score in Medellin. 
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Haiti 


A whiff of the bad 
old days 


NGRY democrats caused Haiti's latest 
political crisis, on July 16th. They 
thereby weakened the country's acting pres- 
ident, Mrs Ertha Pascal-Trouillot, and dam- 
aged its hopes of holding a presidential elec- 
tion in November. The democrats fear the 
return of people who were powerful under 
the former dictatorship of the Duvalier fam- 
ily, and who had close links to its dreaded 
strong-arm force, the tonton-macoutes. 

Two Duvalier stalwarts went home to 
Haiti from the United States last week: Mr 
Roger Lafontant and Mr Williams Régala. 
Various leaders of Haiti's proliferating par- 
ties said that if the president did not have 
them arrested by noon on July 16th they 
would campaign to remove her from office. 
The first attempt to issue an arrest warrant 
for them ended in a judicial muddle; it was 
re-issued on July 17th, but the whereabouts 
of the two men was unknown. 

The tonton-macoutes murdered hun- 
dreds of people under the Duvaliers, and do 
not want legitimate elections. In 1987, by or- 
ganising a televised massacre inside a polling 
station, they provided the excuse for cancel- 
ling a presidential election. On June 21st the 
thugs flexed their muscles again. They killed 
a member of the civilian Council of State 
and a leading trade unionist as they were 
quietly meeting in a hotel in Port-au-Prince, 
the country’s dilapidated capital. 

Haiti's democrats might be expected to 
unite in a drive for free elections, under the 


Life in the shadow of the tonton-macoutes 


observation of the United Nations, the 
Organisation of American States and any- 
body else who can be persuaded to come. 
nstead, they argue with each other and with 
Mrs Pascal-Trouillot. As caretaker presi- 
dent, she runs the government through a 
council of ministers. The Council of State, 
an advisory body with representatives from 
the provinces, business groups and unions, 
acts as a sort of non-elected parliament; it 
has been loudly demanding more of a say in 
what the ministers do. 


Waiting to vote 


No fewer than 11 political parties had come 
together as the Assembly for Concerted Ac- 
tion. They are now split, between those who 
go along with Mrs Pascal-Trouillot and 
those who think she has sold out to the 
Duvalierists. Meanwhile the electoral coun- 
cil has issued an election law, and should 
now be setting dates for completing the E 
ers’ roll and holding the election. 

One presidential candidate is Mr Marc 
Bazin, a former World Bank official. He ar- 
gues that everybody should concentrate on 
the November election, which he is ex- 
pected to win. "The alternative is chaos," he 
says. The Americans agree. For now they 
back Mrs Pascal-Trouillot whom they praise 
for showing “a lot of courage in a very dan- 
gerous situation." But she is a caretaker, and 
does not intend to stand in the election. As 
the poll nears, conditions in Haiti look like 
getting more dangerous still. Ex-General 
Claude Raymond, a former minister of the 
interior and associate of the Duvaliers, has 
been campaigning for the presidency. He 
seems quite unconcerned about article 291 
of the 1987 constitution, which bars “zeal- 
ous” Duvalierists from office for ten years. 
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Encounter at Stavrapallo 


“FROM OUR BONN CORRESPONDENT 












and. President 


; Mr Helmut : Kohl, 











Despite official ibn án Es and 
lest, there is an underlying concern that 


HEN Germany and Russia warm toe 
p h other, other states start. to 


$ ‘between the West Caa chan- 


erman-Russian backslapping. at Mr 
rbachev's retreat in the Stavropol region. 
have been too much of a good thing. If 
two weightiest states between the Atlan- 


memberip-for. a united UD. Does 
nd the Urals draw closer, it is asked, . | 









i heyc can Mica adeat po ide not 
least through the soon-to-be-strengthened 
Conference on Security and Co-operation 
BS in Europe. A united Germany will also be 









more eaatwancilodhiny, than the Federal Re- 
publicalone has been. But that does not add 
up toa Rapallo (or ‘ ‘Stavrapallo”, as one 
East German official put it) 

On the cont rary, i in one üüpórtant way. 


Mr Kohl has not ganged up with the Rus- 


sians against the West. With the backing of 


the West, he has won. Soviet assent to NATO 


might that not be at the expense of. their: "political" N. 


-meighbours? Historical parallels are drawn | 


with unsavoury German-Russian get- 

—togethers like the secretly negotiated Ra- 
‘pallo treaty of 1922, or even the Molotov- 
Ribbentrop pact of 1939. 

The optimists say this is unfair. Yes, the 

-two countries aim for stronger economic 


will tu h oa to phe à toothless bulldog? So it 
- may, and Mr Gorbachev may well be Hoping 
for that; but he can hardly assume it, ^ 


Under the KohlGorbachev’ deal, dié 


armed forces of a united Germany will be 


cut over the next three to four. years to a` 


maximum: of 370,000 men, compared with 


East Germany will be withdr 


ary the West German foreign mini 


fence minister, Mr Gerhard Stolte 


_ ceiling for the size of German forces 
Kohl wanted the last Russian out so 


NATO) troops in doubt. Indeed, a: 
German government may feel a contin 


. yielded little on the economic co-oper 


as allow the Russians to catch up qj 


the nearly 480,000 the West Cua 
now have. By. then the 360,000 - 
troops currently deployed in wh 








last Russian has gone, Germ 
ject to NATO's integrated com 
stationed in the East, thoug 
weapons will move in there. Ba 







Hans-Dietrich Genscher, rebuked E 






suggesting that Bundeswehr men mi 
sent into eastern Germany; Mr Stolt 
had to. back down then, but seems to: 
won his point now. 


Mr Gorbachev had —À a a. 













But the compromise does not sugges 
NATO will be toothless. Moreover, Mr Ko 
and Mr Genscher say they are keen toe 
sure that at least some American troops stay 
on German soil even when the Russians 
have gone. 

Apart from the NATO connection, the 
Kohl-Genscher government says it will re 
double its efforts to tie Germany into a 
(West) European economic and political 
union, with a stronger European Parliament 
anda single currency. Doubters are told that 
German resolve to push on quickly will be 
clear at the European Community’ s summit 
meetings later this year. "We at least will not 
be footdraggers," Mr Genscher’s men say, 
with an implicit swipe at Britain. 

Maybe it will not prove quite as simple 
as this. A future German government ma 
decide it wants to exclude nuclear weapons 
from the whole of Germany, not just form 
East German territory. That could put tl 
continued presence of American (and oth 

















































American military presence is undesi 
and decide to accept the dissoluti 
NATO in favour of some pan-Europea i 
nisation such as the CSCE. So far, hov 
there is little in German foreign p po 
raise the spectre of Rapallo. 

Although the German-Russiai 
produced a political breakthrough, 


Mr Gorbachev so badly wants. Tr 
Russians are getting DM5 billion ($3 b 
in state-backed bank credit. The Ge 
side correctly judged: that this would 
enough to puis the path to unity, à 


with the DM1.5 billion-worth of arr 
they have run up this year with West 
man firms. 

. There is talk of a German-Sovi 
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Countdown for Germany 


OTHING serious now stands in the 

way of German unity by year's end. 
So foreign ministers concluded in Paris 
on July 17th. The diplomatic countdown 
is still complex. Here is a brief calendar: 

1. Moscow, September 12th. Dip- 
lomats will tie up remaining details of the 
"two-plus-four" process. Another meet- 
ing may be held in London if needed. By 
early autumn there should be an agree- 
ment in principle on "external aspects" 
of German unification: roughly, fixing 
Germany's borders and winding up the 
rights of the four wartime powers. 

2. Paris, November 17th. Meeting 
of 35 members of the Conference on Se- 
curity and Co-operation in Europe. This 
get-together is to: (a) bless ("take note 


of", in diplomatic jargon) the two-plus- 
four agreement on Germany; and (b) 
start putting institutional flesh on the 
CSCE skeleton. Neither is legally neces- 
sary for German unification. Negotiators 
in Vienna at the Conference on Forces 
in Europe (CFE) are racing to get a con- 
ventional arms reduction agreement 
ready for the 16 NATO and seven War- 
saw-pact members of the CSCE to sign in 
time for the November meeting. 

3. Germany, December 2nd. All- 
German election. Formal unification 
may take place just before or just after. 

4. Soon after. New German parlia- 
ment ratifies: (a) final two-plus-four set- 
tlement; and (b) separate treaty with Po- 


land on border. 








on economic and political co-operation next 
year, maybe including bigger Soviet deliver- 
ies of natural gas to eastern Germany. But 
Mr Kohl's aides say the chancellor was not 
trying to be modest when he said that Ger- 
many could not hope to meet the Soviet 
Union's economic needs alone. For that, 
other western countries' co-operation was 
essential, and America, Japan and Britain 
were for various reasons still reluctant. 

The day after the Caucasus accord, a 
compromise was also found at the "two- 
plus-four" talks in Paris (between the two 
German states and the four victors of 1945) 
on the German-Polish border issue. In the 
presence of the Polish foreign minister, Mr 
Krzysztof Skubiszewski, it was agreed that 
once Germany was united it would quickly 
sign a treaty with Poland recognising the 
Oder-Neisse line as Poland's western fron- 
tier. A pact on long-term co-operation 
would follow. That formula seems to satisfy 
the Poles, who at one time wanted a treaty 
on the Oder-Neisse before the Germanies 
united. 

With the NATO and Polish problems 
solved, the next two-plus-four session in 
Moscow in September can ponder the text 
of a final document settling "the German is- 
sue”, including the precise timing of the end 
to four-power rights in Germany. That in 
turn would be acknowledged by a 35-nation 
CSCE conference in Paris in November (see 
box), nicely in time for the all-German elec- 
tion on December 2nd. 

Can anything hold up the dash to unity? 
Only, it seems, the Germans themselves. A 
battle is going on in both German states 
about whether East Germany should join 
the Federal Republic before or after the elec- 
tion. Compared with the barriers demol- 
ished in the past week, that one looks 
piffling. 
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France 


What's French for 
Hidley? 


FROM OUR PARIS CORRESPONDENT 


EFORE disappearing for the beach, 

French people want reassurance that 
all is well in France. Their leaders at least 
think they do. This would explain two Bas- 
tille Day rituals: a soothing television inter- 
view from the president against the back- 
drop of an Elysée garden party, and a 
military parade down the Champs Elysées 
on a scale now rare in democratic Europe, 
East or West. 

Tinkling glasses and rattling tanks on 


Concentrating on French interests 


this July 14th chimed more oddly than 
usual. America, Britain, and Germany are 
cutting spending on arms. Though by less 
than its soldiers want, France's is rising. Is 
France not out of step with peaceable new 
Europe, President Mitterrand was asked. 
Not at all, he replied. France needs a strong 
arsenal, though why so big and against 
whom he did not clearly explain. 

The president was notably unconvinc- 
ing with his answer to why he had chosen 
this moment to order the building of the Ha- 
dés nuclear missile. If fired from France, it 
would land in Germany. Though it has had 
less attention so far, this decision could 
cause more lasting friction in France's rela- 
tions with Germany than rude words by Mr 
Nicholas Ridley will in Britain's. 

The odd Hadés decision is a symptom of 
larger French uncertainties about the new 
Europe, which also mostly land on Ger- 
many. France has fought Germany TA 
times in the past 120 years. Each time it lo 
or had to be rescued from defeat. War is not 
on people's minds, but anxiety about Ger- 
many is endemic. Only a few politicians, 
such as Mr Jean-Pierre Chevénement, the 

efence minister, admit this openly. Little 
French hostility to unification shows up in 
opinion polls. But French people worry 
about the consequences. 

Unlike the British, who feel distant and 
on occasion contemptuous of the Germans, 
the French feel close and at times envious. 
Anarchic as they take themselves to be, the 
French admire German hard work and dis- 
cipline. Their economy has never been as 
successful as Germany's, but they have 
never quite been outdistanced either. The 
French are used to a rich Germany. Now 
they must face a fully sovereign one, which 
will be in a stronger position to tell its Euro- 
pean neighbours what it wants instead of 
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asking them. This will test French nerves. 

Ever since the opening of the Berlin 
Wall, President Mitterrand and his staff 
have stuck to a clear and simple view, con- 
vincing as far as it goes. This is that Mr 
Helmut Kohl should be taken at his word 
when he says that a unified Germany re- 
quires closer European union. 

Mr Mitterrand has, at the same time, re- 
flected French fears about Germany. At 
first, like the British, he was cold about uni- 
fication. The Bundestag speech in which Mr 
Kohl announced that a unifed Germany 
was a practical goal came as a shock. Mr 
Mitterrand took up the cause of guarantee- 
ing Poland's border in a way that offended 
the Germans. Once the “two-plus-four” 
process was under way, tempers cooled. In 
April Mr Mitterrand and Mr Kohl made a 
push together inside the European Commu- 
nity for political union. But French behav- 
mir has not been forgotten in Bonn. 

Since de Gaulle, relations with Ger- 
many have been the heart of French foreign 
policy. The sense that they are changing at a 
speed beyond French control is therefore 
specially acute for them. At the NATO sum- 
mit in London earlier this month, France, 
like Britain, was a spectator at a German- 
American show. At the two-plus-four meet- 
ing on German unification in Paris this 
week, France did little more than provide 
the champagne. Some in France fear that 
German hostility to nuclear weapons may 
suck France into unwanted disarmament 
talks. Even in the European Community, 
there are signs that France is not the driving 
force for a more federal Europe which it was 
until recently. 

France is in a similar position to Britain, 
though with quite different reflexes. Both 
want ways to bind Germany to prevent it, as 
they see it, from getting out of hand again. 
Two institutions have done a lot of this 

k: NATO and the European Community. 

dely, Britain hopes that NATO can con- 
tinue to do the work of binding Germany in. 
France has all but given up on NATO. This is 
not because France is outside its military 
structure. Nor (remember those tanks on 
the Champs Elysées) is France pacifist. If 
anything, France's odd position in the alli- 
ance may allow it to voice more clearly than 
some of its partners the possibility that 
NATO will soon lose its military usefulness 
now that the West no longer believes in an 
imminent Soviet threat. 

France's drawing back from NATO was 
apparent at the London summit in two strik- 
ing ways. President Mitterrand stressed that 
France's nuclear doctrine of "final warning" 
was the opposite of the new(ish) NATO one 
that nuclear arms are weapons of "last re- 
sort”. Second, Mr Mitterrand in effect pre- 
dicted that a sovereign Germany would not 
ask French troops to remain on its soil. By 
implication, it would not ask other foreign- 
ers to stay either. Ergo, the end of NATO, in 
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French minds, as it has been known. 

Instead, France has gone for the Com- 
munity. Yet even here, murmurs from the 
Rassemblement pour la République, the 
neo-Gaullist party led by Mr Jacques Chirac, 
and complaints from inside the Socialist 
party that Mr Mitterrand was looking too 
hard to Europe's future and not enough at 
France may have had a dampening effect. 
The president's advisers say he is firm about 
the goal of political union in Europe but 
“pragmatic” about the means. ^ 

France on the whole has a realist's scep- 
ticism about alternatives, such as building 
up the Conference on Security and Co-op- 
eration in Europe into a new security sys- 
tem. Last year, Mr Mitterrand put up the 
idea of a European "confederation". The 
idea was largely to say to ex-communist 
countries of Eastern Europe: welcome to 
democratic Europe, but do not expect to 
join the European Community any time 
soon. The message having sunk in, his idea 
is now little heard of. 

All of which is to suggest that France for 
the moment is without a clear idea of where 
it wants to go. The martial display and the 
Hadés decision are symptoms of a certain 
feeling that France must look after itself. But 
weapons are not a policy. For years, the 
French have looked to the British as a coun- 
terweight to Germany. Defence was the 
main coinage of this relationship. What else 
could it have been, given that France and 
Britain saw the European Community so 
differently? Now, however, there could be a 
new currency, so long as the French go on 
being less visionary and the British less 
stand-offish about the Community. 





Soviet Union 
Blame it all on 
the beards 


FROM OUR MOSCOW CORRESPONDENT 


LTHOUGH President Gorbachev goes 
on saying he is a convinced Commu- 
nist, the Soviet Communist party is prepar- 
ing to all but abandon communism as its of- 
ficial ideology. If it does, this will be a change 
of the utmost importance, first, because 
communism provides the Soviet régime 
with its raison d'être and, second, because it 
would mean that Mr Gorbachev is trying to 
do more than make communism work bet- 
ter: he may be trying to replace it with a dif- 
ferent system altogether. 

In practice, it may seem that Soviet gov- 
ernment policy is no longer based on the 
doctrines to which the Communist party 
has long subscribed: the predominance of 
class interests, the monopoly of one party, 
full state control of the economy. The law 
on the press and the new presidential decree 





EUROPE 





Ideological striptease 


on broadcasting have ended full state con- 
trol of the media. Out in the republics, na- 
tionalism has replaced communism as the 
guiding spirit of government. Even in Mos- 
cow, the city council has removed the statue 
of Lenin from its chamber because he is a 
Communist-party symbol and so has no 
place in a multi-party government. 

Nevertheless, the Communist party re- 
mains in power, and Communist ideology is 
still, in at least one crucial area, a barrier to 
reform. This area is property, where the law 
refuses to use the term "private property”. 

What is the evidence of a change of 
heart? According to its own opinion polls, 
4096 of party members no longer believe in 
communism. They, though, are just the con- 
gregation. The significant change is that the 
priests too are losing their faith. 

At this month's 28th party congress, the 
delegates adopted a document called “To- 
wards humane, democratic socialism". This 
makes no reference to the party's task of 
building a communist society and does not 
mention the words "Marxism-Leninism"", 
Instead, it says, the party's ideology is based 
on "the legacy of Marx, Engels and Lenin, 
freed from dogmatic interpretation". 

This so-called "programme statement" 
is more an interim report than a bible of 
party ideology. But it is significant, as a 
glance at history shows. Following Marx's 
and Lenin's view that a communist society 
needs to be built in stages, Stalin informed 
the Soviet Union in 1936 that the first stage, 
socialism, had been completed. In 1961 
Khrushchev announced that the Soviet 
Union would advance to stage two, full com- 
munism, by 1980. By the 1970s it was clear 
to Brezhnev that this ambition was absurd, 
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HE. decláration of“ ‘sovereignty” a 
. the huge (more than 50m people) So- 
viet republic of the Ukraine shows the ex- 
traordinaty speed with which nationalist 
movements can take hold. In the elections 
to the Ukrainian parliament in March, 
‘the nationalist movement, ‘Rukh, and its 
' allies won only a third of the Seats. Now, 
barely four months later, Rukh has per- 
suaded an overwhelming majority of the 
republic’s parliament in Kiev to adopt a 
declaration that sets Ukrainian law above 
Soviet law. 

_ ln some respects, the Ukrainian dec- 
aration goes even further than similar de- 











liaments.. lt. envisages a national 
Ukrainian army and raises the possibility 
of the Ukraine becoming : a neutral state. 


so he TA the docte of 6 dssdsced 
socialism” to describe the stage he thought 
the Soviet Union had reached. This was en- 
shrined in a programme of the Communist 
_ party adopted as recently as 1986. It remains 
| the official statement of party ideology. 

At the 28th congress Mr Ivan Frolov, 
he editor of Pravda, proposed abolishing 
this programme. The proposal was defeated 
. (not least because in order to register as a 
political party under the imminent law on 
public organisations, you have to have a 
. programme). But the congress set up a com- 
_ mission to draw up a new programme by the 
middle of next year. This will be based on 
the "programme statement". 

— lk changes traditional ideology in two 
ways. First, it says socialism should be based 
n individual interests, not class ones. "In 
understanding, humane democratic so- 
cialism means a society in which man and 
the living conditions for him... are the aim 
of social development.” The significance of 


principal political adviser, Mr Georgy 
hakhnazarov, concludes from it. If individ- 
uals come first, he argues, we need to forget 
about grand economic theories altogether: 
he most important distinction between so- 
ieties is not whether they are socialist or 
capitalist, but whether they are democratic 
or tyrannical. 

Second, it departs abruptly Bon Marx's 
decries about property. Marx argued that 
societies are primarily shaped by property 
relations, and that communist states there- 
ore need to abolish private property. The 
programme. statement says: “Private 
ownetship . .;. must have a place i in the sys- 
em of vin of ownership" and that ail 
hese forms of ownership should be equal. 


Mr = v: Nik nov, chief of. the 











‘cisions by the Russian and Moldavian par- 


his can be seen from what Mr Gorbachev's _ 


et to recent opinion polls, 5796 of 
Kiev's population supports the republic's 
secession from the Soviet Union. 

- The urge to “sovereignty” has begun 
to take on practical shape: Seven other re- 
publics-—Azerbaijan, Estonia, Latvia, 
Lithuania, Moldavia, Russia and Uzbeki- 
stan—have passed “sovereignty” or inde- 
pendence declarations. All but one (Uz- 
bekistan) have taken steps to grab for 
themselves the economic powers now 
wielded by central planners in Moscow. — 

The Ukrainian declaration was cele- 
brated by big street demonstrations and 
flag-waving in the western, most national- 
ist part of the republic (which used to be- 
long to Poland). It will be harder to carry 
the eastern part, in which most of the 
heavy industry is concentrated, and which 


education section of the party’s ideology de- 
partment, says that this means there should 
be an open competition between different 
forms of property and “our idea is that col- 
lective forms will prevail" But, he adds 
bluntly, "private property does not contra- 
dict communist ideology." This is the first 


time that the possibility of private property 
has been openly accepted at the top of the 


Communist party. 
The party has not yet abandoned Marx 


completely. But calls to reject him are being 


heard among the members. The leading re- 
jector is Mr Alexander Tsipko, who used to 
work in the party's ideology department and 
is now deputy director of the Institute of 
East European and Foreign Policy Studies. 
In a series of articles in Rodina and Novy 
Mir, Mr Tsipko takes the revision of com- 
munist ideology to its logical conclusion. It 
is no good just blaming Stalinist excesses for 
all that has gone wrong, the trouble goes 
back to the roots of communist beliefs. As 
he puts it, the problem lies not with the 
moustache - (Stalin) but with the beards 
dcn and Engel). 





EC enlargement | 
Mediterranean 
minnows 


FROM OUR BRUSSELS CORRESPONDENT 


"ARYING to get a place near the front of 
queue, both Cyprus and Malta have this 
month handed in applications for member- 
ship of the European Community. They 
have got ahead of the rush of applications 
expected from the EFTA countries and East- 





is predominantly Russian-speaking and | 
unenthusiastic about secession. 

Moreover, none of the would-be inde- 
pendent republics (except, partly, Lithua- 
nia) has yet had to face the economic con- 
sequences of independence. Central 
planning has left each republic with a dis- 
torted economy, full of bankrupt monop- | 
olies and beset by shortages. This affects | 
even the Ukraine, with its vast coal re- | 
serves and wheat prairies. In its declara- | 
tion of sovereignty, the Ukrainian parlia- 
ment demanded “its share" of the Soviet 
Union's hard-currency earnings. But the 
Russian republic, where most of the hard 
currency is earned, has already said that it 
intends to keep those earnings for itself. 

In the long run, free trade between the © 
republics would sort out such problems. : 
For now, with the republics apparently in- ^ | 
tent on declaring mercantilist war on each ifi 
other, independence would simply exacer- ™ 
bate shortages and slump. | 
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ern Europe in the next few years. Next Sep- 
tember EC ministers will ask the European 
Commission to prepare an opinion on Mal- 
tese and Cypriot membership. The commis- 
sion has been working for a year on its opin- 
ion (still not ready) on Austria's credentials, 
but it says the one on Malta and Cyprus may 
take just a few months. 

Although both Malta and Cyprus meet 
club rules of being European, democratic 
and market-oriented, the commission has 
little enthusiasm for the candidacy of either. 
While it is busy with 1992, economic and 
monetary union and institutional reform, it 
does not want to be diverted by enlarge- 
ment. So the commission is likely to con- 
clude that new applications should not be 
considered until 1993 at the earliest. But 
Malta and Cyprus hope that the Ec’s fd 
southernmost members (which are most 
vourable to their joining) will press the com- 
mission to produce an encouraging report 
so that some preparatory work can start be- 
fore 1993. 
^. The two island countries have noeh in 
common. Their non-alignment is flexible 
enough to be compatible with EC member- 
ship. Both ran trade deficits last year of 
about 500m ecus ($550m) with the Commu- 
nity, which is their dominant trading part- 
ner. That Cyprus and Malta each has fewer 
than 1m people will make it harder for them 
to become full club members: other coun- 
tries will oppose giving them a commis- 
sioner or a veto in the Council of Ministers. 

Cyprus, however, will find it much 
tougher to join. Since the 1974 Turkish in- 
vasion, and the subsequent creation of a 
self-styled Turkish Cypriot republic in the 


“north of the island, Cyprus has been di- 


vided. The (Greek) Cypriot government 
controls only 6096 of its aded Mn Ttar- 





gues optimistically that joining the EC would 
help resolve the problem. Turkish Cypriots 
would see their southern neighbours profit- 
ing from EC membership and want to join 
in; besides, when they saw that the big eco- 
nomic and foreign-policy decisions were 
made in Brussels rather than in Nicosia, 
they would become less afraid of domina- 
tion by Greek Cypriots. But the EC's mem- 
bers are unlikely to want to turn the Cyprus 
problem into a Community problem. Mem- 
bership will almost certainly have to wait un- 
til the Cypriots sort themselves out. 





Italy 


A league of their 
Own 


| OUR ROME CORRESPONDENT 


TRUSTY old rule of Italian politics was 
that voting shifts are always small and 
gradual. No longer. In local elections in 
May, the Lega Lombarda, or Lombard 
League, leapt to 19% of the vote in its home 
region. Together with sister-parties in other 
northern regions, gathered under the ban- 
ner of a brand-new Lega Nord (Northern 
League), the movement won 4.8% of the na- 
tional vote; only three other parties scored 
higher. Why the sudden surge? 

The movement, led by Mr Umberto 
Bossi, is campaigning for greater regional au- 
tonomy. Nothing terribly special in that. 
But Mr Bossi and his friends have captured a 
local mood with their anti-central-govern- 
ment and anti-immigrant slogans. This has 
made them the standard-bearers of growing 
discontent with what many inhabitants of 
Italy's richer northern regions have come to 





" 
Bossi by name, Lombard by nature 
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see as misrule by Rome. 

They used to be reviled as racists and 
saboteurs of ltaly's national unity. But the 
Bossi brigades have suddenly won a certain 
respectability (despite recent provocative re- 
marks by a leader of the Veneto League, 
which made some people wonder whether 
that new respectability is really deserved). 
Though neither Mr Bossi nor his closest 
aides are much given to scholarly references, 
Carlo Cattaneo, a hero of the Risorgimento 
who wanted to see Italy united under a fed- 
eral constitution like America's, has been 
invoked as the fountainhead of the Lega's 
policies. Mr Bossi's own favourite historical 
parallel is with the medieval Lombard 
knights, lead by Alberto da Giussano, who 
defeated Emperor Frederic Barbarossa in 
the twelfth-century battle of Legnano. A 
sword-brandishing da Giussano is the sym- 
bol of the Lega Nord. 

The Lega Lombarda’s unabashed local- 
ism has struck a chord, particularly in the 
smaller towns and villages of Lombardy, 
where its candidates came top in the polls in 
May. Its appeal seems to be to centre-right 
voters from the Lombard provinces, particu- 
larly now that the communist bogey can no 
longer be used as a Catholic vote-catcher. 
The biggest loser to the Lega in Lombardy as 
a whole was the Christian Democratic party, 
according to a survey published by 
L Espresso magazine last month. 

What people are protesting against by 
voting for Lega Lombarda, says a Milan- 
born actor and playwright, Mr Dario Fo, is 
“the politics of patronage” (with jobs and 
favours handed out to fellow party mem- 
bers) and public services that do not work. 
Mr Piero Bassetti, the president of Milan's 
chamber of commerce and a former Chris- 
tian Democratic head of Lombardy's re- 
gional government, has warned his party 
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that Mr Bossi will probably go on winning 


votes, because he articulates so well the con- 
cerns of Lombardy's many small-company 
owners. The campaign speeches that won 
the biggest cheers this spring were protests 
at the huge sums in taxes levied in the north 
which, according to the Lega, are used to fi- 
nance dead-duck industrial projects and 
Mafia-connected contractors in Italy's 
poorer south. 

Mr Bossi is an indefatigable organiser. 
He thinks he can build on his party's recent 
success by remaining in opposition until Ita- 
ly's regions are granted financial autonomy 
and real legislative powers. This autumn he 
plans to launch a new Lega Nord trade 
union to protect local employees and guar- 
antee higher pay in the north, where the 
cost of living (says the Lega) is higher than in 
the south. And he intends to push for a na- 
tional referendum to abolish a new immigra- 
tion law and an amnesty which the Lega says 
was too generous to recent third-world im- 
migrants. It is not only Romans who are ner- 


vous about the Bossi bandwagon. 





Poland 
oale, and yawn, 
of the century? 


FROM OUR WARSAW CORRESPONDENT 


ETTER late than never. Five months af- 

ter Poland's finance ministry hoped 
that the country's privatisation bill would 
pass into law, parliament has at last ap- 
proved it, opening the way for what could 
become the largest, and possibly messiest, 
state property sell-off of all time. 

According to the rules, Polish privatisa- 
tion will take place in several stages. First, 
the new Ministry for Ownership Transfor- 
mation will select potentially successful en- 
terprises, either on its own initiative or after 
an enterprise committee has put its name in. 
(A few candidates are already mentioned, in- 
cluding a Warsaw sweet factory and an elec- 
tronics firm in Bydgoszcz.) Those deemed 
hopelessly unprofitable will be refused per- 
mission to privatise. In stage two, the minis- 
try will help prepare the state enterprises for 
the market, by, for example, valuing assets 
and drawing up proper accounts. Next, the 
enterprise will be transformed into a joint- 
stock company, so its ownership will be 
come clear: in most cases all shares will be 
owned by the State Treasury. Lastly—by 
auction, public offer or negotiated pur- 
chase—the Treasury will be obliged to sell 
off all of these shares within two years. 

Woven into the bill are quirky solutions 
to several controversies. Workers, it says, 
must be given a say in whether or not pri- 
vatisation should go forward (what happens 
if they disagree is not explained) and al- 
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lowed privileged access to up to 20% of the 
shares in their company. Farmers have simi- 
lar rights to buy cheap shares in food pro- 
duction and other agricultural businesses. 
Foreign share purchases amounting to more 
than 10% of a company require explicit per- 
mission, although there are ways round this: 


joint-venture laws still allow outright foreign 


purchase of Polish companies. These grey 


areas are left up to the ministries of Owner- 
ship Transformation and of Foreign Invest- 
ment to squabble over. 


One imaginative provision of the new 
law allows parliament to issue free bonds, 


one to each Polish citizen, to be used for 


buying shares in privatised enterprises, mu- 
tual funds and assets of liquidated firms. 


The aim is to give everyone a crack at cap- 


italism, even those with no money. The de- 
tails are still to be worked out, but the in- 
triguing idea may help Poland surmount the 
problem of how to spread capitalism in a 
country bereft of capital. 

A lot of work still has to be done. Laws 
governing the operation of securities mar- 
kets and other secondary exchanges have 


Sorry, reformer, the line is dead 


FROM OUR WARSAW CORRESPONDENT 


ON'T try to call the Ministry of Tele- 
communications in Warsaw. The 
line goes dead when the secretary picks up 
the telephone. Better to go and see the of- 
| ficials, now installed in the old headquar- 
ters of the Warsaw communist party, to 
| find out why Poland’s telecoms reform, 
and its economic reform in general, will 
take longer than the West expects, even 
when plans are good. 
When the Solidarity-led government 
| took power last August, improving Po- 
| land’s dilapidated telephone system was 
one of its stated goals. Foreign businesses, 
it recognised, would not come quickly to a 

| country where it is often impossible to call 

| Britain, West Germany, France or the 
United States, where laughter greets a re- 
quest for a new telephone line, where con- 

| nections even within Warsaw are known 
to break down, and where most small vil- 
lages do not have telephones at all. 

De-monopolisation was the chosen so- 

lution. In the absence of plausible local 

competitors, the ministry decided to allow 
| foreigners the right to compete with PPTT, 
|. the telephone and postal monopoly. Min- 
istry officials rewrote the telecoms legisla- 
tion and submitted it to parliament in 
March, expecting approval within the 
| month. It is now July, and the legislation 
| has yet to come up before the relevant 
parliamentary committee. Parliament, it 
| seems, lacks any sense of urgency. 
| Without the legislation, the ministry 
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cannot give licences to any of the nine 
companies that have applied for permis- 
sion to install cellular and satellite tele- 
phone networks, nor can it let foreign 
companies set their own prices. In the re- 
cent government reshuffle, the minister of 
communications, Mr Marek Kucharski, 
resigned amid accusations that he had 
"done nothing”. 
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The new, proreform officials in the 
ministry of communications have been 
shocked to discover how far the previous 
government had let things deteriorate. 
PPTT did order its own telephone satellite 
dish, planning to sell 2,000 international 
lines to businessmen. It discovered that 
the existing technical base in Warsaw— 
unimproved since the early 1970s—was so 
poor that new cable had to be laid if the 
satellite signal was to reach more than a 


yet to be written. Neither the stockmarket 
nor the offices responsible for printing and 
registering stock certificates yet exist, so the 
physical purchase and sale of shares is still 
impossible. (One suggested building: the old 
communist party's headquarters.) Among 
its other responsibilities, the Ministry ol 
Ownership Transformation has been 
charged with the establishment of invest. 
ment banks as well as schools for non-exis 
tent Polish bond traders and arbitragers. 
Someone else will have to produce shop: 
selling striped shirts, gold cufflinks and 
braces. 

There is a curious lack of public interest 
in the whole process. The finance minister, 
Mr Leszek Balcerowicz, who has been pa 
tiently pushing the privatisation bil 
through parliament, went on television tc 
call its passage "historic". The bill is indeec 
the central plank of Poland's economic re 
form. But few Poles are getting excited. 
are all too well aware of the bureaucratic 
technical obstacles yet to be cleared away be 
fore anything much actually happens. 








few people. Existing networks all over the 
country are in such bad condition that for 
some years most work will have to go into 
improving rather than expanding them. 

Big investments are hampered by the 
telephone company's need to support the 
post office's 13 billion zloty ($125m) debt. 
Poland's poverty makes some high-tech 
quick fixes impossible. A national cellular 
system could be set up in place of the 
present cable one. But few Poles outside 
the big cities could pay rates high enough 
to make installation profitable for a for: 
eign company. 

In the offices of something called the 
ministrys department of political econ- 
omy of telecommunications, one official 
admits that part of the problem may be 
administrative. "We have reorganised this 
ministry so many times, no one will be- 
lieve that we really mean it now." 

The guiding idea in the past was to in- 
stall a certain number of telephones every 
year, in accordance with the central plan. 
Costs were not an issue and telephone 
rates were arbitrary. The notion that 
rates, numbers of telephones, level of de- 
mand and future investment are all re- 
lated comes as a surprise to many. Unused 
to making decisions on their own, clerks 
shunt even the most minor matters up to 
the minister. No wonder there is a discon- 
nection between intentions and actions, 
in telecoms and in reforms more 
generally. 
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A Flexible Framework. The links that join two sides should not be rigid, 


but flexible, able to bend and shift as conditions 
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The Golden Gate Bridge, 


photographed by Alan Ross. 


change. At Bank of America, we build business foundation, to adjust to your changing needs and 


relationships with a flexible framework on a firm provide the kind of support that endures. 
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Bank of America 


We put your ideas into perspective. 


Our strong base in the home 
market facilitates your worldwide 
operations. What distinguishes us 
rom other banks is that we have 
twice the resources. As a large inter- 
national commercial bank in our 
own right, we are represented in the 
world's key business centers and, as 
the central institution of Germany's 
corporate banking system, we oper- 
ate on the broad basis through a 


network of 3,000 local "Volksbanken" 
and “Raiffeisenbanken”, Europe's 
most extensive branch network. 
Thats why you will find our 
strength wherever your international 


operations require it. In the best 
cooperative tradition, we uncom- 
promisingly put both our global 


resources and our strong position 
in the home market at your service: 
We put your ideas into perspective. 


DG BANK 





Head Office: DG BANK, Am Platz 
der Republik, PO. Box 1006 51, D-6000 
Frankfurt am Main 1, Tel. (69) 74 47-01, 
Telex 4 12 291, Telefax (69) 74 47-16 85. 

Offices in: New York, Los Angel 
Atlanta, Rio de Janeiro, Hong Kong; 
Singapore, Tokyo, Kuala Lumpur, 
London, Amsterdam, Luxembourg, 
Paris, Zurich, Geneva, Monte Carlo, 
Moscow, Budapest, Bucharest. 
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Stormy past, storm future - 


HE decade just past set two spirits loose in ils 3 
world's financial markets. The first puffed up 
the value of financial assets year after year, shower- 


ing securities firms and investment banks with gold. 
That genie then left as mischievously as it had ar- 
rived, marking its departure with the Wall Street 


and London crashes of 1987 and the Tokyo crash of | 
1990. The second spirit will cast its influence over 


the securities industry for a long time to come: de- 


regulation, competition and technological innova- 


tion between them will sort out the leaders from the 
laggards in the world's capital markets. 


With much of the world's capital freed from d | 


mestic constraints, the competition in financial 
markets is relentless and pervasive. Financial cen- 


tres around the world— Frankfurt, Paris, Tokyo — 


are throwing off ancient and hidebound regulations 
so as to win back business, much of it which they 
feel is theirs by right, from freer climes, London’s.in 


|. particular. National exchanges that once had natu-: 
.|. ral title over the trading of securities are being chal- 
> lenged by cheaper futures exchanges; these, in turn; 


. | have informal over-the-counter markets to contend 
"i; with. All are trying to find innovative ways to win 

business at home and abroad. 
This tussle between the markets is fierce; but it 


is at the level of the businesses that intermediate be- 


tween lender and borrower that the battle is at its 
roughest. Many securities firms are in poor condi- 


tion to face the raw competition that will be the hall- 


mark of the coming decade. Swept along by the 
1980s bull market, financial-services houses grew 
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big, buying their way into new markets and d building 


For intermediar- 
ies in the world's 
financial 
markets, profits 
have never been 
more elusive ne r 
more risky, writes 
Dominic Zieg er 


wotldwide a operations. The revenues that. accrued 
from the boom in financial markets seemed at first 
to Tuy their mene “ambitions. Then came the 





Yee more c iri will pulli in hel horns in de to 
concentrate on the markets—particularly the. do- 
mestic ones—that they know best, and where they 
are best known. 

Ditching marginal operations is simple enough, 
but the core of the problem lies in the heart of in- 
vestment banks’ activities—especially in the busi- 
ness of raising capital and selling securities. The slim 
margins to be had from underwriting equity and, 
even more, debt issues on Wall Street and in the. 
Euromarkets í earn few houses a decent return; most 
lose money. The stockbroking commissions that in- 
vesting institutions pay in America and Britain haye 
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^ cess EE being cut; it is only a matter B time ques 


they. become fully negotiable. Japan's coddled. bro- 


tition to which they are already accustomed in New 
York and London. 
There is little likelihood of an imminent rever- 
sal in this worldwide trend of falling profits. As mar- 
kets are deregulated, so they open up to a wider. 


_ America: the Glass-Steagall Act formally separates 


tion. In 1989 the Federal Reserve Board allowed 


commercial banks to underwrite companies’ debt, 


these markets the corporate customers that they lost. 
to the securities markets over the past 15 years. 





distinction between investment. and commercial 
banks; it will also redouble the relentless pr ssufe 
on fees. eee 
^ Meanwhile, in their efforts to do —À more 
cheaply, the users of capital markets, whether issu- 
ers or investors, are continually rewriting the 
ruies—to the intermediaries’ disadvantage. For in- 
stance, some of the most creditworthy companies 
which ten years ago would have borrowed money 
from commercial banks, and five years ago would 


issues, now sell commercial paper directly to inves- 
tors, so cutting out the middle man altogether. 
Moreover, some of America's biggest investing in- 





































kers would then face at home the gales of compe- : 


range of competitors, foreign and domestic. Take - 


commercial from investment banking, yet the di- _ 
vide is being eroded, through practice and legisla- . 





Their presence will mean a further blurring of the’ - i 


have had investment banks underwrite their debt — 


irectly in order to see if they will 
issue securities privately with just the characteristics 
that the institution is looking for. Another exam- . 
ple: institutional investors as well as information- 
services companies are devising networks for swap- 
ping shares among investors, so  bypassing 





| stockbroking. intermediaries. The traditional do- 


main of investment banks and securities firms is 
thus being encroached upon from all sides. 


A security for every season 
During the 1980s the computer transformed the na- 


ture of finance. In an effort to differentiate their 
~ wares from others’; banks on Wall Street and in- 
. London's Euromarkets devised new investing in- 
which was long the preserve of investment banks. lt ue 
. will soon also allow commercial banks to underwrite 
equity. Commercial banks are keen to win back in... « 


struments or sliced and repackaged old ones, using 


. computing power to calculate the new instruments" 






racteristics. Investors were soon faced with a 
shining array of products to suit their portfolios. 
Many products disappointed, failing to perform in 


the way that their creators promised: perpetual 
floating-rate notes are one example, portfolio insur- 
.. anceis another. 





Others have had a profound impact 
on financial markets. Interest-rate and currency 


' Swaps, for instance, have served to bind once-dis- 


crete financial markets into a global. whole. The 
value of all outstanding swaps now v exceeds $1 tril- 


lion, from nothing ten years ago. - 


Yet banks can no longer expect to earn a for- 
tune simply by inventing or repackaging new instru- 
ments. lust like the basic debt and equity markets 
before them, profit margins on fancier products 





- now shrink fast. With their core activities under 


pressure, securities houses will therefore need to do 


. nothing less than reinvent their business if they are 


to succeed in the 1990s. In the past few years the 
biggest of them have spread themselves thin, trying 
to dominate the greatest number of markets. In fu- 
ture, ambitious firms will need to be nimble as well 
as big. In many markets they will need to decide 
whether they are in business for themselves or for 
their clients. And they will have to learn to mix capi- 
tal, technology and international contacts in imagi- 
native measure. 

- This survey looks at the future of the securities 


houses and investment banks that ply their trade as 


intermediaries in international capital markets. 
Since it is America’s markets and firms that are the 
world’s most competitive and sophisticated, the sur- 
vey concentrates on these more than any other 
country s. It also leaves for another time the wide 
subject of investment management. Bear in mind, 
though, that the same deregulatory and competitive 
forces that are transforming the securities industry 
have also equally affected those who invest in the 
financial markets. The increased power of institu- 
tional investment, as well as institutions' overriding 
aim to cut their transaction costs, are the dominant 
influence on the securities houses' own behaviour. 
If the securities houses learri from the lessons of 
their extravagant past, the future for those that are 
both. nimble and big will be bright. True, capital 
and capacity will be concentrated further in fewer 
hands; many smaller and unspecialised houses will 
merge or go under. Yet for all that, the world's se- 
curities industry will be healthier because more dif- 
ferentiated. And users of the markets, investors and 














issuers, will be getting a fair and efficient service. 
Capital markets will then be fulfilling. their prime 
function of allocating the world's savings to where 
investment demand for them is greatest. 

The danger lies in getting to that goal. As firms 
throw more capital at deregulating financial mar- 
kets, and as the returns therefore diminish, so mar- 











| Trading posts. 


HOUGH deregulation began in. earnest on 
May Day 1975 when America's fixed commis- 
sions on stockbroking were swept away, financial 
liberalisation will never again be a domestic affair. 


The reason is that in so many countries over the. 
past decade, exchange controls that hampered na- 
tionals from exporting their capital or foreigners 


from importing it have been lifted. Capital's global 
nature is now impossible to ignore. Securitised 
funds today cross national borders at a rate of $12 
trillion a year. The foreign-exchange market alone is 
worth more than $600 billion a day. Moreover, the 
1987 stockmarket crash interrupted only briefly the 
past decade's surge in the cross-border ue of 
equities. 

The ease with which savings have since been 
able to scour the globe for the highest returns (and 


at the lowest cost) lies at the heart of the reforms 
that have swept through the world’s financial mar- 


kets. That ease has set at loggerheads governments, 
borrowers and financial centres which ten years ago 
gave each other barely a thought. The result has 
been a frenzy of deregulation that still has a long 
way to go. 

The most sweeping dadai of any finar 
cial centre, and the one that horrified authorities in 
other markets as they contemplated their own re- 
forms, was the City of London's “Big Bang" in Oc- 
tober 1986. Fixed commissions on domestic shares 
and government bonds were scrapped. So;«too, was 
the distinction between the brokers who carried out 
orders for clients and the wholesalers who supplied 
securities. | 

With no fixed commissions liter Big Bang, bro- 
kers needed more capital with which.to trade as 


principals. So membership of the London stock ex- 


change was thrown open to all-comers, British and 
foreign. Ás banks and overseas securities houses 


poured staff and capital into their new stockbroking 


and government-bond-trading affiliates, so losses 
mounted, particularly after the October 1987 crash. 
In 1988 stock-exchange member firms collectively 
lost up to $800m in cut-throat trading of British 
shares, and perhaps a third of that in 1989. Blood- 
ied, several banks have pulled out: they include 


America's Citicorp and Chase Manhattan, and 


Morgan Grenfell, now owned by Deutsche Bank. 
Other firms have pruned staff and costs. Even so, 
those houses that remain now barely break even. 
Centres that have carried through their own re- 


-forms since London's Big Bang have favoured a 


more gradual approach to opening their markets. 

. More important than its domestic market is 
London's reputation as an entrepôt for interna- 
tional finance. In the past London's strength has 
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kets become more volatile. Lower fees encourage in- 
termediaries to trade more for their own account 
than for their clients; lower dealing costs reinforce 
such short-term activity. Heightened volatility has 
led some participants to believe that financial mar- 
kets are able to absorb all types of pressure. It is a 
dangerous complacency. 


been as a lightly regulated offshore market in a 
world of financial rigidities. That is why it became 
home to the Euromarkets 30 years ago. During the 
1980s stiff and compartmentalised financial centres 
on the European continent viewed London’s domi- 
nance of their business with alarm. Continental Eu- 
ropean banks, such as Deutsche and Banque 
Nationale de Paris, have made London the home of 
their capital-markets operations. London-based 
houses transact a sizeable portion of trades in conti- 
nental Europe's blue-chip shares. Even the financial 
implications of the Germanies' drive towards politi- 
cal unification have been measured by the West 
German government-bond contract traded on 
LIFFE, London's thriving àinancial-futures exchange. 
It has been in order to win back these businesses 
that first Paris and now even hidebound Frankfurt 
have been stripping down and sprucing up their f- 
nancial markets. 

London's pre-eminence T also been chal 
lenged outside Europe. This spring America’s Se- 
curities and Exchange Commission (SEC) intro- 
duced its "Rule 1442", which allows big American 
institutional investors tc invest in securities that 
have not gone through ail the expensive and time- 
wasting formalities of registration with the sEC. This 
might encourage American and, particularly, for- 
eign issuers to sell more debt and. equity in the 
United States rather than in the Euromarkets. 

Another challenge to London comes from Ja- 
pan. There the finance ministry is trying to put new 
vigour into Tokyo’s corperate-bond market. If Japa- 
nese issuers left the Euromarkets, London would 
feel the chill. As it is, London’s Euromarket houses 
came in the late 1980s to depend for their revenues 
upon waves of highly lucrative issues of equity-war- 


markets are up 
for grabs Í 
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: Sock $ fal this year, s 
dled; they were suspended altogether for three 
' months by the big four Japanese securities houses 
that lead almost all such issues to market. This has 
removed one of the few areas in which banks made 
money in the Euromarkets; elsewhere, a fight for 
market share has whittled underwriting fees away. 
Oddly, therefore, the result of global deregula- 
tion could be that markets return home to their do- 
mestic base from the liberal, international regimes 
te which they had initially emigrated. In Europe the 
continent's gain will be London's loss, particularly 
when Frankfurt’s markets take a leading part in the 
financing of Eastern Europe. Some Euromarket 
houses—such as Credit Suisse First Boston, which 
dominated London’s international markets in the 
early 1980s—are already putting less emphasis on 
their London operations and fattening up their 
branches on the continent. An international mar- 
ket will no longer be one “offshore”; it will be one at 
home that is plugged in internationally. 

The second phase of global deregulation is then 
likely to see newly modernised markets integrate 
with the markets for international capital. In each of 
the world's three financial time zones, a leading cen- 
tre will predominate. So, instead of tapping a nar- 
row pool of investors, issuers will be able to call 
upon the three centres to raise capital from the wid- 
est geographical area. There are still plenty of hur- 


standards, that make it hard for new issues to be 
sold around the world. Yet the prospect of lower 


as those recently launched by the World Bank and 
by Citicorp, will become commonplace. 

As for the leading financial centres, nothing can 
challenge New York and Tokyo. In Europe, the City 
of London’s position astride huge international cap- 
ital flows, its pool of wholesale- and investment- 
banking talent, its financial lawyers, its telecom- 
munication links and even its headhunters: all belie 
voguish predictions of London’s downfall, hurt by 
competitive deregulation abroad and the ferocity of 
its own competition at home. 


Electronic highways 

In five years’ time the debate over which financial 
centres will attract the international battalions of is- 
suers, traders and investors will in 
.any case have shifted. Vast im- 
“provements in telecommunications 
- links and computing power mean 
that, henceforward, financial de- 
regulation and communications 
technology will have to be men- 
tioned together in the same big 
mouthful. In future, the battle to 
"win business will be fought not just 
between financial centres, but also 
between globe-spanning trading 
networks. 

The trend is already there, 
_ most notably in the world's futures 
. markets. Ever since the Chicago 


^7 Merca 


antile Exchange launched its 








the sir 1910s, futures SONS 


ch issues have dwin- 


dies, such as differing settlement and accounting 


financing costs will mean that "global" issues, such 


first. financialfutures contract in: 














































have been a thorn in the flesh of established securi- 
ties markets. Futures are usually many times 
cheaper to trade than the underlying securities they 
represent. So, for instance, they have been able to 
challenge the divine right of stock exchanges to 
have a monopoly on share trading. This has been a 
spur to complacent stock exchanges to make their 
markets cheaper and more attractive to trade in. 
Futures exchanges are now raising the competi- 
tive stakes. Chicago's two pioneering futures mar- 
kets, which account for over half of the world's fu- 
tures volume, are seeking to arrest the decline in 
their share of the market. To that end, the Chicago 
Mercantile Exchange and Reuters, a financial-in- 
formation group, have developed an automated 
trading system called Globex. Globex, which is due 
to go live at the end of 1990, will allow traders sit- 
ting almost anywhere in the world to tap into its 
network. Recently the Mercantile's rival, the Chi- 
cago Board of Trade, agreed to join forces on 
Globex. Other futures exchanges will also post their 
contracts on the system. These include Paris's 
MATIF and Singapore's SIMEX; lapan's new futures 
exchange, called TiFFE, will probably also sign up. 
Just as deregulation in the 1980s meant a prolif- 
eration of competing financial firms, so the 1990s 
will see a proliferation of competing trading sys- 
tems. It will prove a nightmare for national regula- 
tors. Already, they are struggling with the complex- 
ities of supervising the global trading of hundreds of 
different financial instruments. Who, in future, 
should regulate an Australian firm that trades Japa- 
nese futures on Chicago's Globex out of London? 
By opening up new markets to new participants, 
trading networks will help to drive profit margins 
down further, just as opening up financial centres 
did in the 1980s. The systems that win will be the 
ones that are cheapest and most efficient, since 
those are the ones to which professional traders and 
institutional investors will be drawn. Dy the same 
measure, the traditional stock exchange of twenti- 
eth-century capitalism is a threatened species. Ex- 
pensive premises, inefficient methods for trading 
shares, and heavy regulatory structures designed 
largely to protect the private investor: all this will 
encourage professionals to seek cheaper ways of 
trading. For the New York, London and Tokyo 
stock exchanges, this will prove a shaker. 
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otreet wise, penny poor 


T SEEMS odd: America's securities industry, dur- 

ing the longest and headiest bull market since 
the Roaring Twenties, made insignificant amounts 
of money in relation to the capital put into the busi- 
ness. Moreover, after the stockmarket slumped, le- 
veraged buy-outs (LBOs)—financed in big measure 
by junk bonds and the investment banks’ own 
cash—reached a frenzy that made Wall Street sali- 
vate. The fees were often outrageous: when 
Kohlberg Kravis Roberts (KKR) bought RIR Nabisco 
from its shareholders for $25 billion in late 1988, 
more than $1 billion was disbursed in fees. Despite 
such sums, Wall Street was collectively unable to 
show a decent profit. 

The decline in Wall Street’s profitability has 
been long and harsh. It began when fixed broking 
commissions were swept away on May Day 1975, 
but accelerated during the 1980s. Between 1980 and 
1989 the securities industry's pre-tax return on eq- 


uity collapsed, from 49% to 7% (see chart). Over 


Securities industry 
pre-tax return on equity 
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the same period, according to the Securities Indus- 
try Association, the revenues earned by New York 
Stock Exchange (NYSE) member firms rose from $16 
billion to $60 billion, a 270% increase. The problem 
was that Wall Street threw too many men and dol- 
lars at grabbing a bigger share of those booming rev- 
enues. Member-firms’ costs rose from $14 billion in 
1980 to $58 billion last year, a 320% rise. 

Wall Street’s lack of profitability portends a 
nasty future. The last two years of the decade wit- 
nessed the peak of the great LBO and junk-bond 
binge. With America's economy now slowing down, 
there is little likelihood that a roaring stockmarket 
or a surge in fees from mergers and acquisitions, for 
example, will come to Wall Street's rescue. Further, 
new issues of debt and equity have slumped. The 
securities industry is staring depression in the face. 

Some of the biggest investment banks have 
more to worry about than just empty order books. 
They also have chunks of their capital tied up in 
large, illiquid loans. During the buy-out mania, in- 
vestment banks were attracted by the fat advisory 
fees to be had from arranging LBOs, but even more 
by the chance to invest in newly leveraged compa- 
nies. The direct risk to a bank buying equity in an 
LBO is no more than the total of its investment, usu- 
ally a few million dollars; in the late 1980s the re- 
ward often brought returns of 50-100% a year. But 
the snag for tempted investment banks was that in 
order to win the business, they were usually ex- 
pected to put up hundreds of millions of dollars in 
short-term bridging finance to help to complete the 
takeover. In theory, investment banks would get out 
of bridging loans by swiftly refinancing them 
through the sale of junk bonds. Late last year that 
market collapsed, blocking the banks' exit. 

As well as helping to dispatch Drexel Burnham 
Lambert into bankruptcy, the junk-bond market's 
collapse left other investment banks with over $2.5 
billion in bridging loans, as well as with incalculable 
inventories of untradable junk bonds. The two 
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The transforming 
power of 
technology 
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that is also partly why the two dared to lend so much — 
in the first place. Earlier this year Crédit Suisse took - 
$800m of bridging loans off its sibling First Boston; = 
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ocketed parents, though 


American Express pumped $1.3 billion into a bleed- 


ing Shearson Lehman. The parents had good rea- . 
son to act swiftly. The commercial banks upon - 
which the securities. industry relies for. billions of E 


dollars in short-term finance were. getting twitchy. 
Drexel's collapse was an ominous warning to other 


firms of the speed with which short-term liquidity 
can evaporate. In the 1990s impeccable credit rat- 
ings, big loss-absorbing layers of capital and safe 
sources of finance will be paramount concerns for | 


investment banks. 


Sticky. risks 


Bridging loans involve assessing ; credit sé 'some- * 
thing of which investment banks have little experi- 


ence: they prefer to trade pieces of paper all day. 
They have taken on these and other new risks be- 
cause their traditional businesses stink. 

During 1980-89 nyse member firms increased 
their capital fivefold, to a total of $39 billion. Over 
the decade America’s securities industry also dou- 
bled its staff, to a peak of 261,000 in 1987; the num- 
ber has since fallen by 40,000. The new capacity, 
added by both American and foreign firms, has ren- 
dered many of Wall Street's core businesses deeply 
unprofitable. 

The two activities that lie at Fm heart of the 
problem are underwriting and selling securities, be 
they corporate equities or municipal bonds. Dis- 
closed underwriting commissions last year fell to 
$3.1 billion, on record volumes of issues, compared 
with $3.8 billion in 1988 and $5.1 billion in 1986, 
according to Investment Dealers’ Digest. The only 





ee instruments on which undenmiing ed 


= beds likely to. be issued this year compared witt 
.. $25 billion in 1989, Wall Street’ s underwriting fü- 
- ture looks grim indeed. 



































have not naroda in recent years are junk bonds. 
In 1989 they accounted for a fifth of all underwrit- 
revenues. With at most $10 billion of junk 
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Many pundits point to the low returns from so | 
many lines of business and argue that the securities | 
industry simply has too much capital. The truth is 
that Wall Street is being driven to need capital pre- 
cisely by the thinness of the returns and by the 
higher risks that firms are taking. One example is 
underwriting bond issues. Last year nine-tenths of 
all bond issues in Ámerica were underwritten by a 
single house rather than by a less risky syndicate of 
underwriters. The proportion was 4596 in 1987, 
and just 196 in 1980. The growth in revenues from 
risk-based businesses, whether merchant banking 
or proprietary trading in foreign exchange and gov- 
ernment bonds, has dwarfed Wall Street's tradi- 
tional business of earning commissions. Risk-based 
revenues now make up two-thirds of the securities 
industry's revenues, compared with less than half 
three years ago. In Wall Street's poker game, the 
stakes are rising. 





Screen wars 


HE competition that deregulation unleashed in 

America’s financial markets is most easily mea- 
sured in the field of information technology. In no 
more than a decade the power of the computer has 
transformed the nature of capital. In a more unex- 
pected way, it has transformed the way in which us- 
ers of the technology are forced to compete. 
_. An American investor coming to the capital 
markets with a pile of savings in the 1970s would 


have had just half-a-dozen financial instruments 


from which to choose: equities, Treasury and 
municipal bonds, some blue-chip corporate bonds 
and a convertible or two. During the 1980s invest- 
ment banks took these securities and, with the aid 
of raw processing power, reshaped them in a thou- 


sand. different ways—here separating a security's 


principal payment from its interest payment, there 
adding an embedded. option. Institutional investors 


-liked the "differentiation" that they were being of- 


fered, for. it allowed them: better to tailor their port- 
ieir liabilities, as well as to the 
they wete re prepared n to take, Sa they were pre 








pared to pay more for differentiation. 


The same process also allowed banks and sav- 
ings and loans (thrifts) to push illiquid assets off 


their balance sheets by giving them to an invest- 
ment bank to securitise. For instance, Salomon 


Brothers mastered the art of buying bundles of 


mortgages from America’s thrifts, pooling them, di- 
viding the interest and principal payments into a 


series of securities with varying maturities and 
yields, and then selling these so-called collateralised 
mortgage obligations (CMOs) to investors—who 
were often the same thrifts that had provided the 





mortgages in the first place. Now the process has 
spread to credit-card assets, car loans and so forth. 


For issuers, new instruments bring new risks 
that are not always calculable. In the past, invest- 
ment banks have usually been more than able to 
make up for the risk by charging fat prices. Salomon 
was able to reap several years of plenty from CMOs, 


because only it (and, later, First Boston) had the req- 
uisite combination of skill and computing technol- 


-ogy that is needed to break down and reassemble : 


| THE ECONOMIST JULY 


f 
f 


i y ~ 


YOUR VIEW 


"t 


n 
A 


We believe a corporate foreign exchange dealer should 
be more than just a voice on the end of the phone. 

So we go out of our way to get to know you and your 
business. 

We make a point, for example, of visiting our corporate 
customers, no matter where they're based (having dealing 
rooms in Glasgow and Manchester, as well as London, is a 
big advantage). 

Naturally, we can handle all your day to day currency 
requirements, promptly and efficiently and through 
our dealing rooms in New York, Hong Kong and 


A 


į 





Singapore, we can provide treasury services worldwide. But 
we also take a longer term view of your business, with 
regular advice on how market movements might affect 
you in the future. 

As you would expect from one of the major players 
in the foreign exchange markets, our rates are highly 
competitive. If you need convincing, check Reuters pages 
RBSX, RBSD and RBSS or Telerate pages 3771 and 3772. 
Better still, phone Bill McKay or Garry Wilson on 

071-626 2863. They would be more than pleased to 


discuss your requirements. Face to face. 


The Royal Bank of Scotland 


WHERE PEOPLE MATTER 


The Royal Bank of Scotland plc - Treasury Division +67 Lombard Street « Londen EC3P 3DL 
Registered Office: 36 St. Andrew Square - Edinburgh EH2 2YB - Registered in Scotland no: 90312 - A Member of IMRO and of AFBD 
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penal orl of this transaction is a 
milestone. This is the first U.S. equity 
offering under the SEC's new Rule 144A, © 
For international corporations, it 
) takes the promise of far greater 
access to the U.S. markets and makes. 
ita reality. 
It is no coincidence that the 

.S. lead manager is First Boston. We 
a a leading role in developing 
Rule 144A. The fact is, we were the 
hrst investment ban 


essively promote the beriefit of 
Rulel44A. |. 




















— These securtives hive nat been registered under the Securities Act of 1933 and may 
not be offered or sold in the United States absent registration or an applic ae. 
exemption from the registration requirements. These securities having been 
rebus) šokt, this announcement appears as a matter of record only, 
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Rule 144A For man : | 
x po " y international issuers, it — - 
erican D epositary Shares ("ADSs" offers access to the world's largest 
| Representing pool. of funds at a lower cost of 
930,000 a B Shares id. s 





‘or qualified U.S. institutions, 
Rule 144A broadens the selection of 
investment opportunities provided 
by leading international companies. 
S First Boston is ideally posi- 

ioned to have led the development 
of the Rule 144A market. We pio- 
neered globalization of the world’s 

a capital markets to benefit clients 

. around the world. Today these clients 
have made us the leader in inter- 
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DTE KtsMe was part af the international. offering af £006 1000 B Shares The 
_ First Boston Corporation was the lead manager of the offering of the Rute HA. 
ADSs in the United States under Rule f£ 444 to Qualified Institutional Buyers. 
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Dillon, Read & Co. Inc. Goldman, Sachs & Co. : 
Morgan Stanley & Có. Sanot kolken ih national public and private equity 
incorporate offerings, worldwide. 





Global Coordinator 
Enskilda Securities 


Skandinaviska Enskilda Limited 





the mortgages' complex cash flows. Today, invent- 
ing new products, whether it is in America or in the 
innovative Euromarkets, is rarely so lucrative. As 
products have proliferated, so their profit margins 
have narrowed. That is partly because successful 
new permutations of old securities are ever harder 
to invent, and partly because investors have become 
wary after being sold too many clever instruments 
that failed to fulfil their promise. But it is largely 
because rival banks now catch on quickly to the 
technology and, by competing, swiftly drive down 
the margins. 

Soon, it will no longer be enough for a bank to 
invent a clever new product and then sell it to a 
willing public. Product technology will prove a great 
equaliser, as those banks that excel in it find it ever 
harder to keep ahead. In future, banks will need to 
offer their customers other ingredients as well if 
their products are to make money. Such ingredients 
might be a bank's own capital or the guarantee of its 
good name behind an instrument. Or it might be a 
bank's international network for a complex and 
specially tailored deal. 


One thing leads to another 


[n the field of technology, securities firms now put 
most of their effort and investment into increasing 
productivity and reducing costs, whether they be 
the costs of telecom links or of the trading and pro- 
cessing of securities. Those with a head start reckon 
they have much to gain. In 1986 the London opera- 
tions of Bankers Trust needed 60 staff to process 
400-500 foreign-exchange tickets a day. Today 
Bankers Trust trades three times that volume with a 
third of the staff. On productivity, Bankers Trust 
says that it has a nine-month lead over competitors, 
but has to spend hundreds of millions of dollars a 
year on technology in order to keep ahead. Bankers 
Trust and its main foreign-exchange rivals, such as 
Citicorp and J.P. Morgan, claim that the scale of 
investment needed in productivity-enhancing tech- 
nology is such that a dwindling number of banks are 
building high barriers against newcomers in cur- 
rency trading. 

Morgan Stanley provides an example of how 
technological expertise can offer new areas of busi- 
ness. A decade ago the firm decided it needed a 
common infrastructure for its worldwide operations 
that processed everything: front-office trades and 
back-office clearing in any instrument and in any 
currency. (That may sound like common sense; yet 
until a couple of years ago its rival Goldman Sachs 
was spending $250m a year to keep a tangle of 25 
separate computer systems running.) Morgan Stan- 
ley is now using its core system and its low process- 
ing costs to win the business of clearing other insti- 
tutions’ trades. It picked up several of Drexel 
Burnham Lambert's big customers, for example. 
Moreover, it is attacking a business that has been 
the preserve of commercial banks, but is a natural 
for international securities houses: global custody. 

A smaller investment bank, Bear Stearns, has 
also benefited from its low processing costs. Though 
the firm accounts for only about 442% of New York 
Stock Exchange business, it acts as the clearing 
house for nearly 1,000 institutional and retail inves- 
tors, as well as other brokerages. This big clearing 
base brings other advantages: with its good knowl- 
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Driven by electronics 


edge of its clients, Bear Stearns can lend investors 
money with which to buy securities. It therefore ac- 
counts for a profitable 1396 of the stockmarket's 
margin debt. 


Making banks churn 


It is not fanciful to suppose that in five years' time 
some of the world's biggest investment banks will 
describe their profession as purveyors of informa- 
tion rather than as sellers of new and second-hand 
securities, The reason is that in many markets, 
banks gain their advantage by possessing more in- 
formation more quickly than their rivals. Informa- 
tion is now as aggressively fought over as are cus- 
tomers, and more jealously guarded. By the same 
measure, information is also becoming more com- 
modity-like. The financial information industry in 
the 1990s looks set to become as cut-throat and as 
crowded as investment banking in the 1980s. 

The foreign-exchange market is a case in point. 
It may be the biggest and most liquid in the world, 
but it is rife with the kind of ramping and churning 
practices that would have put Joe Kennedy's 1920s 
Wall Street ring to shame. The market is a choppy 
sea of many different types of participant, from cen- 
tral banks to travel operators. A bank with a large 
market share has invaluable information, for it 
knows which way the money is flowing and at what 
price deals are being done. It can therefore adjust its 
inventories to match the market flows. More impor- 
tantly, it can, say, ramp a currency by sending out a 
few huge buy orders, either in the cash market or in 
the options and forward markets. It can also dis- 
guise its activities by putting out lots of small sell 
orders. In the ensuing waves, the bank can skim a 
frothy profit off the top. The biggest banks get away 
with such practices because there is no "ticker-tape" 
that records the prices (rather than the mere 
quotes) at which trades are being proposed and 
disposed. 

Until now, that is. Reuters, which dominates 
the business of providing quote screens for currency 
trading as well as price-bending news, has put out a 
new dealing system which, if successful, will under- 
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Increasingly, home- 
bred skills will 
be exported to 

unsophisticated 
markets. Look 
at what has 
happened 

in Tokyo 





score the power of automation. 
Reuters’s new system, called 
Dealing 2000, offers traders the 
opportunity to enter orders which 
are then automatically matched 
with other orders in the system. 
This may seem a harmless move, 
but its impact could be profound. 
The reason is, first, that by tying 
transactions automatically into the 
system, the cost of dealing, match- 
ing and settling trades could be cut 
by over a half. Second, if it gets the 
critical mass, the system will pro- 
vide what the foreign-exchange 
market has never had: the ticker- 
tape to record the prices at which 
trades are actually being done. It is 
a secret that the foreign-exchange 
market's biggest traders have hith- 
erto profitably kept to themselves. 
As well as serving securities 
dealers, quote vendors such as Reu- 
ters will increasingly be competing 
with them. One example of where 
that is already happening is in 
America's $100 billion-a-day Trea- 
sury-bond market. The Treasury market's 44 pri- 
mary dealers have taken great pains to ensure that 
their customers do not see the prices at which deals 
are done. With no transparent record of those 
prices, therefore, the truest indication comes from 
the prices at which the dealers trade anonymously 
with each other, through the so-called inter-dealer 
brokers. True, the public can currently see the 
prices on the screen of one inter-dealer broker, Can- 
tor Fitzgerald. Cantor sells its price feeds to 
Telerate, an information-services company owned 
by Dow Jones. Since this is the only outlet to the 
public, Cantor's prices can easily be manipulated by 
the primary dealers. In the past inter-dealer brokers 
that have dared to sell their prices to the public have 
been starved of business. In the field of financial in- 
formation, this gives Telerate an unassailable posi- 


tion over its rivals, such as Reuters. This quirky 
market is currently the subject of an inquiry by the 
federal General Accounting Office. 

Half a dozen of America's largest primary deal- 
ers, including Morgan Stanley, Goldman Sachs, 
First Boston and Citicorp, now complain that they 
are fed up paying nearly as much to buy data from 
quote vendors as they make dealing in the market. 
Their complaint is a half-truth. The really profitable 
business has been selling not Treasury bonds them- 
selves but analytical trading packages that use bond- 
market data. The most successful analytics have 
been those of Bloomberg Financial Markets, which 
is 30%-owned by Merrill Lynch. Merrill is one of the 
market's biggest traders, so it has its own price data 
that it supplies to Bloomberg. The “Gang of Six”, as 
the new group is known, wants its own price net- 
work in order to emulate Bloomberg. lt is prepared 
to spend up to $100m to get it. 

[n an attempt to break into the Treasury-bond 
market, Reuters is also trying to devise a rival analyt- 
ical package to Bloomberg's (nicknamed the 
Bloomberg Killer by Reuters staff). Another quote 
vendor, Quotron, a subsidiary of Citicorp, has 
joined up with an inter-dealer broker, called 
Chapdelaine, to produce an automated trading sys- 
tem for the market's primary dealers. Four other in- 
ter-dealer brokers are thinking of pooling their in- 
formation to sell to the public. With all this 
competition, the General Accounting Office at least 
should no longer have to worry. 

America's Treasury-bond market highlights a 
growing trend. It is the keeness with which informa- 
tion is fought over in financial markets. Moreover, 
it is in the most heavily competitive markets that 
information is becoming most widely available to 
all. The trend is eroding the traditional advantage 
enjoyed by the firms that have been, one way or an- 
other, the guardians of information. It means that 
that the crowding of the securities industry in the 
1980s therefore promises to spill over to informa- 
tion services in the 1990s. It will serve to prolong 
the discomfortingly low returns to be had from trad- 
ing in so many of the world's mature markets. 





Free money 


pos technology and information: these 
are the three ingredients which investment 
banks are throwing at newly deregulating financial 
markets around the world. They are ingredients 
that by themselves no longer earn a decent return in 
the most sophisticated capital markets of New York 
and London. 

Tokyo is a testament to the profit-making 
power of these ingredients in a still unsophisticated 
market. For long, its securities markets, dominated 
by an oligarchy of four giant brokerages, appeared 
impenetrable to foreign houses. Entry to these mar- 
kets by newcomers, whether Japanese or foreign, is 
still severely restricted. Yet the best American and 
British firms, such as Morgan Stanley, Goldman 
Sachs, Salomon Brothers and S.G. Warburg, have a 
more profitable time in Tokyo than mighty Nomura 
or Daiwa could ever hope to have in New York or 


London. This is largely because the foreigners have 
imported skills and capital that have been put to 
work exploiting a range of inefficiencies in Tokyo's 
markets. 

The brashest example has been the recent use 
of stock-index arbitrage by Salomon, Morgan Stan- 
ley and Goldman Sachs. The Americans developed 
their skills on Wall Street during the 1980s, learning 
to spot temporary valuation anomalies between the 
stockmarket and the futures market, and then using 
computers to execute baskets of trades (or program 
trades) at minimal cost that arbitrage the anomalies 
away. Just as program trading became a politicised 
issue after the October 1987 Wall Street crash, so 
American houses were widely reviled as the engine 
of the Tokyo stockmarket’s precipitous decline this 
year. Some Tokyo subway graffiti even urged the 
Japanese not to buy their shares from Salomon 
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Japanese equity warrants 





Brothers. 

Between December 19 1989 and April 2 1990 
the Nikkei 225-share average crashed from a record 
38,915 to 28,002, a drop of 2896. The reason had 
been well-flagged. During the late 1980s the Tokyo 
stockmarket had risen on a tide of easy money that 
was now ebbing. Earnings yields on Japanese equi- 
ties rarely stray far from their relationship with long- 
dated government-bond yields; a sharp run-up in 
bond yields put enormous pressure on equities, 
which snapped. 

Bearishly-inclined investing institutions early 
this year sold futures on the Nikkei 225-share aver- 
age rather than the underlying shares. That is be- 
cause futures, being homogeneous, are more liquid 
than the underlying cash market, and are cheaper to 
trade. As the price of futures therefore fell, the 
stockmarket was pulled down with them. That re- 
duced the value of institutions' share portfolios, so 
investors sold still more futures to protect them- 
selves. They did not count on many more investors 
doing the same thing: since many did, a downward 
spiral was perpetuated. In America the practice has 
a name: portfolio insurance. It is portfolio insur- 
ance, rather than program trading, that magnified 
the severity of the Wall Street crash. 

When more futures are sold than shares, then 
futures fall to a discount to the cash market. For the 
American houses in Tokyo, this was a tempting 
opportunity to arbitrage. At its simplest, the Ameri- 
cans bought Nikkei futures, simultaneously selling 
the underlying shares. And that, all things being 
equal, would have been that: the futures and cash 
markets would then have been brought back into 
line. But in such low trading volumes, the Nikkei 
proved painfully illiquid. As the waves of the Amer- 
icans' sell orders hit the exchange floor, the index 
buckled. 

Since the program traders were hauled before 
Japan's finance ministry, they say that they have 
kept their arbitrage for when the futures market 
moves to a premium rather than a discount; that is, 
for when the arbitrage involves buying rather than 
selling the underlying shares. Yet at their peak the 
American houses' program trading activities have 
been huge. Salomon alone has had over $2 billion 
in arbitrage positions; Morgan Stanley and 
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Goldman Sachs maybe $500m each. The firms are 
coy about their profits. Yet squeezing the "ineff- 
ciencies" out of Tokyo's stockmarket has probably 
netted them collectively more than $300m. 

Another example of where foreigners in Tokyo 
have put to effect the ingredients of capital, technol- 
ogy and information is in the Japanese equity-war- 
rant market. The story is worth telling if only be- 
cause equity warrants are central to the fortunes of 
the non-Japanese houses there. 

Equity warrants confer on their holder the op- 
tion to buy a given issuer's shares at a specified price 
over a set period, usually four years. In return for 
what is in effect a long«dated option, the investor 
earns a lower rate of interest on the Eurobond to 
which the equity warrant is attached. The issuer 
thus receives a cheaper source of money than it 
would from a straightforward bond. This arrange- 
ment suits both issuer and investor when stock- 
markets are climbing, as Tokyo's was during the late 
1980s. 

This was bonanza-time in the equity-warrant 
market for the big four securities houses, Nomura, 
Daiwa, Nikko and Yamaichi. They would under- 
write the bonds in London's Euromarkets (whither 
warrant issues had been driven by claustrophobic 
Japanese regulation), sit on them for two or three 
weeks while they rose in value, and then strip out 
the warrants to sell through their retail branches in 
Japan. In the half-year to last September, this pro- 
cess earned the big four maybe $2 billion, or roughly 
a quarter of their pre-tax profits. 

Because they were so busy selling warrants to 
retail investors at often extortionate mark-ups, Japa- 
nese houses were not at first interested in selling 
them to and trading them for institutions. That al- 
lowed a handful of non-Japanese firms—in particu- 
lar, Baring Securities, Morgan Stanley and Jardine 
Fleming—to seize a rare opportunity: they got in at 
the beginning of a Japanese market. True, it is a hel- 
ter-skelter of a market, but it has proved a vastly 
lucrative one. 

The firms that traded warrants in London ca- 
tered to the intense bearishness that European fund 
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part for investment 
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managers had about the Tokyo stockmarket. For as 
the market climbed ever higher, the pundits who 
had long said it was riding for a fall got increasingly 
nervous about their lack of Japanese shares and the 
effect that this would have on their international 
portfolios' performance. Warrants allowed them a 
cheap way to hedge their timidity. 

As well as in London, the westerners also made 
markets in Tokyo for Japanese institutional buyers 
and worked hard to be allowed to play a small part 
in the primary market. A few more foreign firms fol- 
lowed: Cresvale, Salomon, James Capel (as a bro- 
ker) and, later, S.G. Warburg, Goldman Sachs and 
Kleinwort Benson. Today about two-thirds of the 
trading in equity warrants takes place in Tokyo; in 
Tokyo's afternoon the market switches to London. 
It is crucial to be able to lay positions off in London, 
a factor which has disadvantaged smaller Japanese 










brokerages; so has the use of English as the market's 
i franca. 

Technology is vital to trading in the warrant 
market, and has so far provided a high barrier to 
entry. Warrants are volatile, and tricky to hedge. 
Powerful computer programs are needed to calcu- 
late the actual and theoretical value of hundreds of 
different issues. Teams of software workers need 
constantly to back up the warrant traders, who must 
know instantly the profit or loss of their positions. 

Yet warrants are proof, if any were needed, that 
not all financial markets efficiently reflect all avail- 
able information. Valuation anomalies are rife. 
Many of the skills that American and British houses 
have learnt from futures and options in Chicago, 
New York and London are put to good use in the 
warrant market. Says a manager at Salomon 
Brothers’s office in Tokyo: “It’s free money.” 





Diversify or die 


URING the 1980s some of the world’s biggest 

investment banks thought that the only way to 
succeed in a deregulated world was to compete glob- 
ally across a wide range of instruments and markets. 
The reasoning behind this strategy was that, in or- 
der to win international clients, investment banks 
would have to meet their every need. The reason 
why such thinking was flawed was that in the princi- 
pal global trading markets, such as those for govern- 
ment bonds, the trading margins were thin or non- 
existent; and in the markets with higher margins, 
such as some of those for equities, long-standing 
firms had strong franchises that were hard to pierce. 
The failure of the 1980s global model has prompted 
securities houses to question which businesses they 
should best be in, and which businesses they should 
best quit. 

That such commonsense has come to invest- 
ment bankers rather later than, say, their manufac- 
turing counterparts is coloured by two factors. The 
first is that as recently as ten years ago, almost all of 





No longer 


the world’s best-known securities houses were run 
as small, informal partnerships with little interna- 
tional experience. The second is that, unlike most 
manufacturing companies, securities firms do best 
with some degree of diversity. Such diversity is 
needed to offset the riskiness or cyclicality of many 
investment-banking activities. Drexel Burnham 
Lambert demonstrates what can happen to a one- 
product financial firm. 

One outcome of this retreat from the global 
model is that firms are now more sceptical about 
their chances of breaking into new markets on the 
same terms as the incumbents. Few foreign firms, 
for instance, are as brave as Merrill Lynch, Ameri- 
ca's biggest retail stockbrokerage, in attempting to 
set up a private-client network inside Nomura's lair 
in Japan. 

On the other hand, Salomon Brothers’ ap- 
proach in Japan has left the foreign houses as well as 
the Japanese in awe. Salomon pumped $400m of 
capital into its Tokyo subsidiary, and, as well as 
bringing all its program-trading techniques to bear 
on the stockmarket, launched into what it excels at: 
full-blooded bond trading and debt arbitrage. Salo- 
mon bids for up to a fifth of all the paper at Japanese 
government-bond auctions, upstaging even No- 
mura. Salomon's brash approach has proved to be 
an effective calling-card: despite that graffiti on the 
Tokyo subway, Japanese institutions are impressed 
with the American techniques that the domestic 
houses lack. Salomon has a 296 share of stockmark- 
et turnover (way ahead of its nearest foreign rival) 
and is easily the most profitable foreign securities 
house in Japan. 

Firms with proven techniques will continue to 
make money in newly deregulating markets. As 
Morgan Stanley in Tokyo today buys and sells 
whole indexes of stocks for an increasingly 
institutionalised set of investors, so it will be doing 
the same in Taipei tomorrow. Yet, as more houses 
go searching for market inefficiencies and arbitrage 
opportunities, so financial technicians will be chas- 
ing a set of ever diminishing returns. 

In the coming decade the chase will have to 
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Isbank. 


Preeminent 

isbank is a unique institution. It has dominated Turkish banking and 
industry since its foundation in 1924; it will continue to do so in the 
1990s. 


Forceful 

İşbank handles nearly one-fifth of the nation's total banking volume. 
Close to 15% of all bank deposits in Turkey are entrusted to İşbank, "| 
giving us the largest market share of any private-sector commercial 

bank. With over 950 domestic branches, we are in practically twice as 

many places as other big private-sector banks. 


isbank’s industrial holdings form the largest conglomerate in the Y 
country; we are a shareholder in major manufacturing enterprises, l 
banks and insurance companies. 



















Innovative i 
At İşbank, taking the initiative is a tradition. İşbank pioneered } 
Turkey’s industrialization. We were the first big commercial bank in oe 
Turkey to almost completely computerize our operations. The first to 1 
install Automated Teller Machines. 

International 

isbank’s size and influence in Turkey is matched by its presence in 

Europe. Four branches and seven representative offices in Germany, 

a full-service branch in London and a representative office in The Hague. @! URKIYE is BANKASI 


Worldwide, over 1100 correspondent banks. Foreign currency 
transactions equal to a substantial percentage of Turkey's total foreign à i AN IK 
currency inflows and outflows. 


İşbank is Turkey's preeminent bank. 
It's worth your while to work with us. 


Head Office Branches Abroad Munich-West Germany Lefkoga-Turkish Republic of | Representative Offices Karlsruhe 
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move to a higher, international plane. The securi- 
ties firms that succeed will need more than just capi- 
tal, technology and information. They will need in- 
novative networks of professionals who not only 
put suppliers of capital on one side of the globe in 
touch with users on the other; banks will also need 
to add their own twist to every deal that makes it 
suit both sides. It is from that twist that banks can 
expect to make their profits. An example of how 
one firm does this is provided by Bankers Trust. 

Bankers Trust is an unlikely recipe for interna- 
tional merchant-banking success. It was a mediocre 
American money-centre bank that in the early 
1980s sold its credit-card operations, its New York 
retail branches and four upstate commercial-bank- 
ing subsidiaries. It also junked the hierarchical 
structure of a commercial bank for the kind of part- 
nership structure favoured by Wall Street. Unbur- 
dened, Bankers set off for the wholesale capital 
markets. 

Cutting out its old businesses means Bankers 
now lives on wits more than contacts. During the 
1980s proprietary trading (that is, trading for the 
bank's own account) was the engine of the bank's 
capital-market activities. Largely because of 
Bankers's emphasis on proprietary trading, stock- 
market investors have long (and so far wrongly) dis- 
trusted the quality of its earnings. The balance be- 
tween doing business for clients and proprietary 
trading is the subject of heated debate inside Bank- 
ers; at most firms the dichotomy, which is a growing 
one, is largely ignored. 

In London’s Euromarkets, Bankers lacks the 
distribution that armies of well-connected salesmen 
provide, and that most Wall Street and Euromarket 
houses consider essential. Yet it has done Bankers 
little harm. Not having the distribution of some of 
its rivals has allowed Bankers to concentrate on 
what it is good at: inventing complex and often lu- 
crative products for specific clients. This tailor- 
made business has gracelessly come to be known as 
“structured finance”. When Bankers wants to dis- 
tribute securities more widely, it sensibly hires other 
firms. In the Euromarkets—and in many quarters at 
Bankers Trust—that is considered a loss of face. 

An example of Bankers's inventiveness—and of 
the way international operations can work 
together—is provided by equity-linked derivatives. 
Last year that business earned over $200m, equiva- 
lent to a third of the whole bank's total post-tax in- 
come. Yet, except for two minor operations in 
France and Asia, Bankers Trust lacks stockbroking 
activities. 

One bit of the equity-linked business that has 
boomed over the past 18 months arose from the 
opportunity to arbitrage between Japanese invest- 
ing institutions' extreme bullishness over the Tokyo 
stockmarket and European investors' extreme bear- 
ishness. Bankers Trust sat between the two moods. 
Its typical deals would have several stages, and 
might work like this. A highly-rated Canadian bank 
might need to borrow, say, $200m. Bankers Trust 
arranges a fixed-rate yen loan for the bank from a 
Japanese life insurer. Japanese insurers like high 
yields on their assets, so the loan pays above-market 
rates. But Bankers Trust agrees to swap the yen that 
the Canadian bank has borrowed for below-market- 
rate dollars. That subsidy is now in effect made good 
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because the life insurer sells Bankers Trust a pile of 
put options on the Nikkei 225-share average. Bank- 
ers then sells these options, or warrants as they are 
known, to European investors. Such warrants have 
a maturity of three or four years, far longer than any 
exchange-traded derivative. 

Bankers Trust adds its "twist" te such a deal in 
several ways. Its international network puts to- 
gether a borrower and investor who otherwise 
might not have met. Second, Bankers stands in the 
middle of the transaction, assuming some large 
risks, for which it can charge a commensurate fee. 
Third, out of a deal that involves two parties—the 
Canadian bank and the Japanese life insurer— 
Bankers Trust has created a new product, the war- 
rants, to sell to a third party. The more layers to a 
deal, the more profitable it can be. 

Hedging these warrants is dangerous, since the 
risk that investors might redeem the warrant could 
stay with Bankers Trust for the life of the instru- 
ment. The prices charged for the warrants have so 
far more than made up for the risk (too much so, say 
investors that lack Bankers’s pricing techniques). By 
first arranging the deals privately, Bankers had a 
head start over rivals. 

Given the fierce competition, profit margins on 
such new businesses now come racing down more 
swiftly than they would have done five or six years 
ago. But Mr Eugene Shanks, who runs Bankers 
Trust’s capital-markets operation, reckons that 
Bankers can keep its edge. He points out that it was 
a combination of a hefty capital base, strong skills at 
assessing credit and the best available financial tech- 
nology that allowed Bankers, along with J.P. Mor- 
gan and Citicorp, to beat investment banks into the 
swaps market in the early 1980s. The same combina- 
tion of skills applies to Bankers Trust’s newest 
inventions. 

Mr Shanks likes to talk about managing prod- 
ucts over their life cycle. What he means is changing 
the way his bank does business in an instrument 
once it becomes highly liquid and its trading mar- 
gins come down. Swaps are a case in point. The 
spreads at which interest-rate swaps trade have 
fallen from 75 basis points (hundredths of 1%) in 
1982 to five basis points today. 

Bankers Trust tries to be me- 
thodical about these aging circus li- 
ons. It retires them to the bánk's 
trading department, which deals 
only for its own account. And the 
customers? “We tell them to go 
elsewhere,” says Mr Shanks. Yet 
with the fear of simultaneously los- 
ing the same customers from other, 
more profitable businesses, that is 
not always easy for a bank to do. 
Bankers Trust itself, for instance, 
has dithered for some time over 
dollar interest-rate swaps. 

Bankers Trust runs along infor- 
mal lines. More than at other firms, 
staff are moved around between 
the main centres. They are not rig- 
idly assigned to serve particular cor- 
porate or institutional clients in the 
way of most investment banks. In- 


[xt 


stead, the emphasis is on dreaming Nimble Shanks 






























































Stockmarkets 
are volatile; 
unnecessarily so 





< program trading, which 


| s. “We don't t try! to o plait too 


icis à | fid üttnosthere is rare inside a large 


dur but it has its drawbacks. For one, a sense of 


partnership might not work with many more than 
the 325 capital-markets professionals that Bankers 


now has around the globe, Then again, it has cre- 


ated islands of independence from which the whole 


bank has suffered somewhat. Capital-markets staff 
regard the bank's accident-prone corporate-finance 
and lending departments—dealing, for example, 
with : 


leveraged’ buy-outs. and, lately, with 
recapitalisations—as aliens. The departments ought 
logically to be working together. 

Lastly, delegation. can confer too much power 


on those earning the bulk of the revenues—and_ 


lead to fireworks when that power is restricted. Ear- 
lier this year Mr Allen Wheat, the head of Bankers's 
international capital-markets operations and the 
man who managed the firm's equity bonanza, left 





Volatile reactions 


"HOUGH “standard deviation" does not trip 
lightly from the tongue, Congressional popu- 
lists are undeterred. Stockmarket volatility is back 
on America's political agenda. It will be on Japan's 


tomorrow, and on that of other modernising mar- 


kets before long. 
Heightened stockmarket volatility is said to be a 


factor that drives retail investors—ordinary individ- 


uals—from the market. This alarms brokerages, 
which earn fatter commissions from retail investors 


than they do from institutional ones. A broad front 


of interests, from company executives to the New 
York Stock Exchange (NYSE), blames volatility on 
program trading (that is, index arbitrage) by the big 
institutions and investment banks. Second in line 
for attack are the Chicago futures and options pits 
where one-half of any arbitrage takes place. 

Of the umpteen reports that attempted to un- 
derstand the 1987 crash, the Reagan-commissioned 


- Brady report and another put out by the NYSE both 
accused Chicago’ s markets of being too easy to 
. trade 
Í like aying that too many sweets on display in a con- 





in—that is, of having too much liquidity. It is 










tioner's is bad for the customer. The assertion 
Id be less astounding were it not for the Securi- 





ties and Exchange Commission's own report on the 


4 


mini-crash" of October 1989; The report blames 
Chicago's floor traders this time for providing too 
little liquidity. : 

Either way, all the reports recommend manda- 


tory circuit-breakers that prevent shares and deriva- 
-tives from being traded for a designated period if 
stock prices move violently. The same recommenda- 


tion also came recently from an NYSE panel headed 


by Mr Roger Smith, the chairman of General Mo- 


tors. The panel was formed to look at the impact of 
1 it did not properly address. 
tst, these circuit-breakers can compound a 
panic. At best, they drive business into freer 
uch as London. They fail to tackle what 
e heart of the malaise. ——— 

tures are maji times cheaper to wade than 











market swings may therefore be said to be akin to a 





for Cs First Bo staff with him. 

invetteient banking i is a capricious basin A 
market that booms one year may go sour the next. 
Like other trading firms, Bankers Trust thrives on - 
volatile markets. One thing that its success has - 


shown, and the reason why the stockmarket has in 


the past judged the firm unfairly, is the power of 
diversification. That does not mean the kind of 
diversification that led many firms mistakenly to be- 


come all things to all men during the 1980s. Just as 


an investor diversifies his portfolio, so Bankers has 
diversified the instruments that are devised and 
traded in its capital-markets businesses. Bankers 
Trust currently has some 45 business lines in its 
portfolio. Over the past five years, 13 different busi- 
nesses filled the top five revenue-earning slots in: 
each year. Most people in investment banking think 
that boom and bust goes with the job. Mr Shanks's 
department provides the nearest thing. a | trading 
bank can get to an annuity. 


stocks, so all around the world they are challenging 
trading markets. During the 1980s the competitive 
challenge posed by Chicago's contracts helped to 
drive down: the dealing commissions charged by 
NYSE member firms. The surge in share-trading vol- 
umes that then resulted gave the impression of con- 
siderable market liquidity. America's October 1987 
crash and the mini-crash two years later showed 
how quickly this liquidity can evaporate. 

With the sharp fall in dealing costs, investors 
have come to forget that market liquidity is not a 
free gift. Liquidity is simply a measure of the imme- 
diacy with which an investor can buy or sell a secu- 


rity. Rather than wait to find a counterparty for his 
stock, liquidity allows an investor to sell the stock to 


an intermediary, be it a large block-trading house or 
a specialist market-maker on the NYSE floor. Hold- 
ing the stock carries a risk for the intermediary, for .. 
which he needs to be paid. Those violent stock 


temporary walk-out by the intermediaries that stand 
between buyers and sellers of stocks. 

One main reason for these sudden walk-outs is 
that competitive deregulation has led to a vast and 
debilitating "soft-dollar" industry that prevents 
Wall Street (as well as London and, soon, Tokyo) 
from calculating the risk-fee it needs to supply the 
demands for liquidity. This bartering business 
works like this. À pension manager says to his bro- 
ker: "I will give you $1m in commission income this 
year only if you give me five Quotron screens, an 
analytic package and all your research.” This is at 
worst an immoral way of doing business; and at best 
a shabby one. According to Birinyi Associates of 
New York, mutual funds, which are not allowed to 
pay soft-dollar commissions, have consistently out- 
performed private pension funds, which are. Soft- 
dollar commissions should be scrapped. i 

Yet if stock exchanges are to survive, more will 
A needed than scrapping soft-dollar commissions: 
exchanges will in future need to question their very 
existence. As ene pun has, for better or for 
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Worse, ban steadily coscendated among institu- 
tions, many stock exchanges have been unable to 
provide what those institutions need, which is the 
cheapest and most efficient form of dealing in large 
volumes of stocks. Instead, the high costs of main- 
taining trading floors and the regulatory apparatus 
. designed to protect the small investor have driven 

institutions to more ad hoc systems. For instance, 
srks have sprung up in America that allow in- 
r$ to match deals between themselves. Further, 














|. can deals through London rather than through the 
regulation-heavy NYSE. Some, such as Morgan Stan- 
ley, make noises about resigning their membership 


' of the New York exchange. Such fragmentation 


cannot be in the interests of either large or small 
investors. 

If exchanges are to serve a purpose, they should 
think more of providing different services for differ- 


ent types of investor. By failing to differentiate be- 


tween big and small share buyer, securities firms 
have. been encouraged to offer their capital indis- 
P criminately to clients. Spreading capital thin has 
. tempted traders to withdraw it just when it is most 
needed. Investors should now think better about 
how much they need traders’ liquidity and how 


much they are prepared to pay for it. This could 


fruitfully lead to a greater tiering of the services that 


a stockmarket. provides. But it would be a radical 


departure. In particular, it would mean breaking 
with a hallowed notion that always leaves regulators 
in a tangle: that private investors neu oe treated 
similarly to institutional ones.. 

The result of this muddled thinking can be seen 
at the Nyse. The role of the specialist, who makes 
markets in individual stocks, is to provide a focus 
for orders coming to the floor and to use his own 
capital to smooth any imbalances between supply 
and demand. With a specialist as the focus for trad- 
ing, private clients are meant to have a fair deal. 


Moreover, they can count on the specialist's capital 





A hard time ahead | 


N FIVE years’ time, the attrition in America’s 
capital markets, brought about by intense come- 


petition, will still be grinding down Wall Street's se- 


curities industry. Capital will still slowly be gravitat- 
ing towards a handful of really big investment - 


banks. Those banks that stand a chance of earning a 
. decent return on their capital will have to be ruth- 
© less in cutting out unprofitable lines of business. 
.. They will have to be still keener in cutting out un- 
©. profitable sets of clients. That is exactly what Mor- 
gan Stanley has done in equities with its lesser insti- 
tutional clients: it told 200 of them that they could 
have Morgan Stanley's private-client service, or 
none at all. Less confident firms do not dare take 
such a step. In future, more investment banks will 
also decide to cut out clients altogether from some 
markets, as Bankers Trust has done in foreign-ex- 
change. Smaller firms that do not manage to exploit 
their traditional strengths or skills vill be taken over 

or will go under. 
Wall Street's competitive pain in the 1980s will 
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treet's biggest firms pass many of their Ameri- 


Frayed markets, frayed nerves 


body sends an order to buy $50m of the s&p 500 


"be ‘Tokyo's in the 19905. Currently: Japan's. 


from time to time for liquidity: specialists put up 
their capital in about a tenth of all trades. 

Yet the specialist must also oversee the big insti- 
tutional trading, and in particular orders for index- 
ers and program traders. When, say, Kidder Pea- 


index, that order will be whisked electronically to 
the floor and split up ludicrously into the iridex's 
500 constituents. Frequently, the specialist is 
swamped, so everyone suffers. Far better to build 
systems for serving big portfolio traders, and others 
for the little punter. In future, exchanges will need 
to offer much more than a hallowed tradition. They 
will need to experiment in providing an array of ser- 
vices. Some i investors as well as traders will not want 

ay liquidity constantly to be on tap. Fine: 
offer these investors a -a elec ronic auction. 
If others want to trade into the nigh ght, then the door 
should: bec on. n the latch. : 








Fiercer competition ` 


compartmentalised capital markets ensure oligopo- — ;. inevitable in the 
listic profits for those allowed to participate. In five do 
years’ time competition will have changed all that. coming dec o 
Commercial banks, which are already gnawing into are the risks 


some of the securities houses’ protected markets, 
may within a couple of years be allowed to compete 
full-bloodedly with brokerages i in wholesale securi- 
ties businesses. As it is, the stockmarket’s fall this. 
year, the suspension of the highly lucrative new-is- 
sue market for equity-warrant bonds, and the slump 
in commission volumes and sales of investment 
trusts (which is what Japanese call mutual funds)— - 
all have brought one remarkable trend into sharp 
relief. It is the decline in the power of the big. four 
securities houses. | 
That power, though diminished, is still a fabu- 
lous one. But for how much longer! In the early 
1980s Nomura, Daiwa, Nikko and Yamaichi to- 
gether handled three-fifths of the turnover on the 
Tokyo Stock Exchange. In December 1989 the four 
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houses handled just 3496, six percentage points 
down from the previous March and still falling. The 
fall in market share has been most precipitous at 
Nomura, the world's biggest brokerage and in 1988 
Japan's most profitable firm. From a 1980s peak of 
probably 1596, its share fell late last year to under 
1096, its smallest in 20 years. Unlike Wall Street's 
firms, the big four still earn the bulk of their reve- 
nues from commissions. These slumped, along with 
stockmarket turnover, towards the end of last year. 
The fixed dealing rates were also slashed last month. 
Profits at the big four are running at about half last 
year's clip. 

The big four cannot fail to have understood the 
implications of the accompanying chart, which 
shows the long and steep decline in the share of 
stockbroking commissions paid by private, rather 
than institutional, investors. In that, Japan is no dif- 
ferent from America and Britain before it: its mar- 
kets are becoming increasingly institutionalised. 
That matters to the big four, since private clients are 
the foundation of their business. The question is for 
how much longer. In a portentous move earlier this 
year Nomura's New York office hired a crack pro- 
gram-trading team from America's Kidder Peabody. 
If it applies Wall Street's techniques to its own do- 
mestic market, Nomura will be demonstrating 
where its future lies. 


Risks galore 

If the future was going to consist merely of compe- 
tition leading to a shake-out and efficient consolida- 
tion in the world's capital markets, this survey 
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Nomura's revenues 
Year to March 1990 
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would close with that pleasant prospect. Uncom- 
fortable and nagging doubts remain, however, that 
the genie of competition, coupled with the heady 
internationalisation of capital, could harbour some 
nasty surprises: not just for the firms that intermedi- 
ate that capital, but for the world's financial system 
as well. There are several wide fields of concern. 
The first is that, in search of higher returns, se- 
curities firms might push too deep into businesses 
whose risks they little understand. Wall Street's 
bridging loans, illiquid and credit-shaky, are a sim- 
ple example of how little Wall Street understands 
credit (rather than market) risk. Now, as securities 
houses place increasing amounts of hope and capi- 
tal in trading for their own account, so credit risks 
grow across different currencies and instruments. 
Investment banks these days assume risks for 
ever longer periods, be they five-year stock options 
or a ten-year swap hedged against an oilfield's pro- 
duction. Such hedges might look fancy on the com- 
puter screen, yet they need constant "dynamic" ad- 
justment over their life as interest rates and 
volatilities change. Portfolio insurance during the 
October 1987 crash showed how dynamic hedging 
could go horribly wrong in practice. Senior invest- 
ment bankers admit that they do not understand all 
the risks of the packages that their firms' theoretical 
mathematicians devise; many regulators, too, strug- 
gle to understand complexities. This is worrying. A 
hedged deal that goes wrong could blow up a bank. 
This would send shockwaves through the financial 
system, as some of the many thousands of swap con- 
tracts that make one bank beholden to another 
start to unravel. 
The increasing degree of interdependency in 
the world's financial system has underscored the vi- 
tal nature of efficient international payments, clear- 
ance and settlement systems. These are what Mr 
Gerald Corrigan, president of the Federal Reserve 
Bank of New York, calls "the plumbing." Until re- 
cently, central bankers who tend to the plumbing 
gave barely a thought to the way disruptions in se- 
curities markets might swiftly block the pipes. The 
1987 stockmarket crash showed regulators the risks 
that financial markets pose for the payments sys- 
tem. An independent financial think-tank, the 
Group of 30, has put forward welcome proposals for 
unifying the many fragmented ways in which the 
world’s stockmarkets clear and settle their trades. 
The collapse of Drexel Burnham Lambert last 
February highlights the systemic risks. Outwardly, 
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5 General M leeting of Banco di 

li, held on 27th April 1990 
dé the chairmanship of Professor 
Migi Coccioli approved the Group's 
1989 accounts, which have been 
certified by Price Waterhouse. 

Total assets came to Lit. 85,128 
billion, an increase of 13.6% over the 
1088 figure; loans and advances 
amounted to Lit. 54,803 billion, a rise 
of 9.1%. There was a substantial 
increase of 25.596 in lendi ing by the 
special credit sections, On. the 
liabilities side, Qr and borrowed 
funds increased by 11.196 to nearly Li Lit 
70,000 billion. 

The edd rofit, net of the 
additional specific allocation to the 
staff Tini fund, amounted to Lit. 
550 billion in 1989, 20,2% more than 
the 1988 figure of Lit, 465 billion, 

The additional uri allocation 
to the staff pension fund over and 
above the cost. of the normal banking 
stem scheme amounted to Lit. 254 










“billion in 1988. 

If the above allocation is disre ni 
the gross profit came to Lit. 813 billion 
1989 and Lit. 671 billion in 1988. 

The net profit for the year worked 


out at Lit. 104 billion, an increase of - 
40.5% over 1988; this result enables the 





.. branches w 


lion last year, compared with Lit. 206 7 the operon and ste ic struct 


the Banco di Napoli 
of new shareholding 


With the single European market now in sight Banco di Na : isc C 
- network of branches forms a solid bridge between Italy and Europe, a 
ueri between Southern Italy and the rest of the continent, 


preference dividend of 14%. 


The. reorganization of the 


domestic branch network continued 


last year. A plan to establish a 
network of mini-branches in areas in 
which the Bank is. most strongly 
end yr prepared, and. 


‘pp plication has already been. made-to 
the Bank of Italy to authorize the 
opening of the first of these. 


Banco. di Napoli is further 
queri. its presence abroad: new 
| open in.Madrid and. the: 
Cayman Islands in 1990 to complement .... 
the existing foreign branches in New. 
. York, London, Frankfurt, Buenos Aires, 
P Hong Kong and Paris. : 
anco di Nap oli International. 


which is based 
has enhanced: its already Wo 
international standing, partly 


means of a capital increase carried P ee 


in the first few days of 1990. 
In addition to the jmprovements in 


Italy and abroad last year i 
give the Bank an entry to new m 
these included Reviban, N 
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THE WIDEST RANGE OF FINANCIAL AND OTHER SERVICES. 2 

































n the scenes. a different sto 
rexel's mortgage-backed securities business, for in- 


. stance. Since last year most American mortgage- 
^5 backed securities have been settled by book entry: 





A on the same day that a trade is done, ownership of | 


the securities. is exchanged safely by. computer for 
cash. One category of mortgage-backed securities, 
Ginnie Maes, are not settled in this modern way. 
"Instead, ownership is in the old-fashioned form of 
n physical certificates, — 

<- When Drexel Burnham Lambert was being 
"m wound down, investors who had sold the firm ordi- 
, fiaty mortgage-backed bonds immediately got their 
. money. But those who had sold Drexel millions of 
-dollars of Ginnie Maes refused to part with their 
certificates, for fear of not being paid. That threat- 
ened a chain reaction that would have poisoned the 





whole mortgage-backed market. The risk was de- ^ 


. fused only when a bank bought the whole of 
. Drexel's mortgage-backed portfolio. Drexel’s for- 
eign-exchange dealings were another flashpoint of 


concern. The house had over $1 billion-worth of © 


positions outstanding. European and Asian banks 
refused to deliver to America the currencies they 
owed Drexel. Even though the firm's currency-trad- 
ing unit was adequately capitalised, banks feared 
that they would not get paid for their deals. The 
Bank of England was forced to step in to persuade 


counterparties to pay what they owed in to the Bank 


itself pending receipt of money from Drexel. 


Into the future 

This survey closes by pointing out the systemic d 
gers that competition, among other factors, has 
bred. Around huge flows of international money an 


industry has been built that thrives upon volatility. 


and risk. As profit margins narrow, firms have 
sought higher returns from trading on their own ac- 


count, seeking to profit from short-term moves in 


interest rates and currencies, For traders, markets 
are most profitable when they are most volatile. As 
transactions costs come down, so those with a 
| vested i interest. in n volatility i can | 





Pann 


ry emerged. Take ofthe great boomi inthe tra ding o securities during | 


| the past decade. 





cab in and outof . 


The task that lies ahead for regulators is an un- 


enviable one. It is to ensure that competition on a © | 


global. scale does not endanger the capital-raising 


abilities of international capital markets. The mar- 
~ kets will have plenty of new financing demands in 
` the coming years: from Eastern Europe and what 
will once have been called the Soviet Union; from a 


Latin America that appears to be crawling back to 
economic rectitude; and from fast-growing econo- 
mies around the Pacific. A healthy financial system 


is vital. 


To that end, regulators will need first to attend 


| to the payments and settlements systems that make 


up the world's financial "plumbing". They will then 
need to ensure that the risks that individual firms 


. are taking do not endanger the financial system as a 


whole. Constant volatility and risk have bred a com- 
placency among financial participants, who have 
even turned that volatility into a virtue. For in- 
stance, many point to violent events such as the 
1987 crash as proof that financial markets are able 
to absorb huge shocks that otherwise would have 
been destined for the real economy. It is then easy, 
though extremely unwise, to make the assumption 
that capital markets can take many more shocks 
than they have done so far. The danger will come 
when that assumption is put to the test. 

Yet, after all, these are the risks that regulators 
and policymakers.are paid to work at by day and 


Sweat about by night. Risk and volatility are the 
hallmarks of those who ply their trade—second by 
second, around the clock—in the world's capital 
markets. Without the risk there would be no re- 
ward. Picture a traders’ nightmare. A serene moon 


over London; stocks rising slowly and gently, as 


ever, in Tokyo; even a flutter of excitement in New 


York that afternoon: Malaysia had at last agreed to 
take the ringgit into the World Monetary Union. 

. Now, for investment bankers, that would be 
really scary. 
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A iot growing rapidly, aiming. at great 
heights, leaping into the future. 








ISTANBUL | 
A bridge between two continents... 
A city that unites two seas... 








The economic capital and. major tourist 
center... 














A city: that 
investors... 





‘should be a magnet for 








An invitation to investment and 

construction companies of repute and vision 

to take part in a grand development project 

on a prime real estate belonging to The _ 

ep Turkish Maritime Organization, one of the 
largest state enterprises in Turkey. 

















The development of the area, based on the 
Build-Operate-Transfer model, needs the 
expertise and professional skills of the 
highest international standard. 
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General net nid Bea Es ue Den Maritime "mE 
Organization by November 30, 1990. ueni 





To obtain a copy of the specification relating to all 
prospective proposals, a $ 500.00 fee must be submitted. 
to the Construction and Real Estate Department. 








TURKISH MARITIME ORGANIZATION 


Address: Türkiye Denizcilik Isletmeleri Genel Müdürlügü . 
insaat-Emlak Dairesi Başkanlığı 
Meclisi Mebusan Caddesi No: 52 Kat: 
Sahpazan/ISTANBUL/TURKEY 

Telephone; (90.1) 151.5982, 151.3983 

Fax : (90.1) 149-5391 

Telex 24895 dzb-tr 
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M he answer is NYNEX: You'll find us solving information needs in 
over 70 countries around the world. More than 92,000 people are part of the 
NY amily of companies, each helping customers communicate a little 
a little faster. | " HM 
ake our 2,000 people in The BIS Group, for example. BIS Ba 
. Systems provides information solutions to customers in the financial services 
».. community worldwide. The Midas ABS family of software products offers 
_ sophisticated real-time software solutions designed to meet the needs of 
International Banking. " 
BIS Applied Systems is a major consultancy organization with — - 
technical skills embracing all aspects of information systems planning, 
resourcing and management. | LX 
! BIS Mackintosh, BIS Shrapnel, and BIS CAP International provide . 
research-based consulting internationally to information technology vendors 
and users. 
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ristian Brann, another BIS company, provides a complete portfolio 
of direct marketing services including direct mail, telemarketing and other 
media. | 

In the US, NYNE nillion cust ] 
so many countries ask NYNEX International to help 








some of the most advanced high-speed voice, data and video ne 
use today. _ 


x 


Since NYNEX has been in the business ofcommunicationsand ^ — 
information management for over one hundred years, we've developed an c 
understanding of a great many industries. 

NYNEX International works with over 14 different countries, 
providing information and communications services. 
i iances are formed with major 
telecommunications organizations such [EX International Company 

-as British I elecom, France Telecom and New York: Tel: (+ 1 914) 397-1200 | 

Ielecom Australia. Together we develop and Fax: (+ 1914) 682-8757 — 

pons M POM | Ae Telex: 286-169 NYNEX IN" 

apply new technologies, for example, an in- DRE 
Bapa d k svstem | t nla London: Tel: (+ 44 1) 620-0663 

gital cordless pocket telephone. Hong Kong: Tel: (+ 852.5) 8442688 

So whether your information and Fax: (+ 852 5) 8101422. 

nications needs are as simple as a Frankfurt: Tel: (+ 49 69) 756.0060 — 
phone, or as complex as a global 


Fax: (+ 49 69) 74. 
wa I iata ar a ae ee ore Geneva: el: (+ 41 22) 46 94, 
peed | gee. data, Ma d video etwor k, NYNEX Iwi Fax: (+ 41 227467 


and BIS Croup 
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SERVICES 


The Jebel Ali Free Zone's phenomenal growth has * No import duties / export taxes 

made the world sit up and take notice. Because - Abundant energy 

some of the world’s top companies, have set up : Skilled and cost-effective labour force 
their manufacturing and distribution bases at Jebel 
Ali Free Zone, Dubai. 


Today, the Jebel Ali Free Zone has become the 
: fastest growing Free Zone in the world, with more 
The profitable advantages are obvious. and more companies making their way to Dubai. 

First and foremost, the Free Zone is built around 
the world's largest man-made harbour, Jebel Ali 
Port - strategically situated at the southern tip of 
the Gulf. This puts an enormous consumer market 
; well within reach, including one billion consumers 
in the Gulf region itself. 


After all, with the 21st century at the doorstep, you 
should be at the place that offers your business 
the best infrastructure, to help it stay ahead. 

And all the signs of progress, success and growth 
are here. At the Jebel Ali Free Zone, Dubai. 


Plus, the Free Zone offers you a package of 


entives you won't find anywhere else in the Y 4 | : : Je el Ali Free 
' Zone, ; Dub ai 
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public-spending restraint. He - 
also told Tory Mrs there would 
be no pre-election boomlet, 
though a 2.896 fall in retail 
sales in June provided another 
sign that high interest rates 
are squeezing consumption. 











| Millions of unpaid poll tax 
bills helped push up public 
borrowing to £6.5 billion in 

the first quarter of 1990-91, 
the highest quarterly figure 
since 1981. 


Breaking up 


The tenth set of talks about 
talks this vear between Peter 
Brooke, the Northern Ireland 
secretary, and Gerry Collins, 
the Irish foreign minister, 
broke down in deadlock. Mr 
Brooke said it was still his in- 
tention to make an announce- 
ment about formal talks over 
Ulster before the summer re- 
cess. Only a few days left. 


vancellor, John Major, deliv- 
ered the ritual July warning to ||. 
the cabinet about the need for 






David Waddington, the home 
secretary, said four “young 


offender institutions” (aka 


borstals) will be closed, re- 


sponding to the courts’ eue: 


tance to put teenagers behind 
bars. 


A government report said that 
education in Hackney, a Lon- 
don borough, is in chaos. 


| Children wander in and out of 
. lessons, fight in corridors and 


often use offensive language. 


- John MacGregor; education 
secretary, published figures 
| showing that teacher short- 


ages in England had risen by 


| 50% over the past two years. 





Shacked up | 
Proportion of single, separated and 
Civorcsd persons conab tog: 1986-87 






Soure: Dept. of Employment 


The government's annual re- 
port on regional trends - 
showed illegitimate births at 
25% of thie to totalin 1988— 


twice as many as in 1981. 









| Mrs Thatcher announced 


plans for.an agency that will | 
pursue absentee parents who 
have neglected their mainte- 
nance payments. She prom- | 
ised a white paper in the au- 
tumn which will form part of a 


: new Tory offensive.to buttress. 


traditional family values. 


The health minister, Kenneth. 
Clarke, announced a three- 
year delay in implementing his 
community-care reforms. 
He blamed high-spending lo- 
cal authorities and poll-tax 
worries. He would. 


Travellers’ tales. 


Neil Kinnock claimed TM his 


trip to the United States had | 


been a triumph: George Bush 
managed to see him for half- 
an-hour, ten minutes longer - 
than Ronald Reagan. Accord- 


. ing to Mr Kinnock, Labour 


and the Bush administration 
have a common agenda. 


Daphne Parish, the British 


nurse imprisoned i in Iraq on 
spying charges, returned 
home. She was rescued by an 
unlikely samaritan, President 
Kenneth Kaunda of Zambia. 
As she was set free, Mr 
Kaunda blamed the British 


government for the execution - 


by Iraq of her friend, a jour- 
nalist, Mr Farzad Bazoft. 
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dog, is investigating. 
To the delight of ee 


fined £1,000 for selling foad 
| deemed to be unfit for hu- 


. dealer price to 20p: ! 3 





The London Tourist Board | 
warned that revenues of £1 


billion a year could be los 
the 1990s unl iva 












doctor had a novel ı 
sporran. It was conceal 
_ £57-worth of cannabis. 

rans don’t hide ever hin 
ter all. É 








Daylight robber | 


Using a lorry with astee 
girder welded on to the b 
as a battering ram, a gang 


window of Asprey, the 
lers, and made off a 
















worth £742, 500, Te Was. 
second large. theft from. 
shop ina month. To replenis 
its stocks, Asprey bought riv: 
jeweller Mappin & Web > 


After boasting record. rofits, 
British Telecom announced 

that telephone bills will go 
up by 996 in September. al 
charges will rise by 5.396; | 
rental and connection costs E 


more than 1096. Oftel, the 


_ telecommunications watch- 


everywhere, Keble college 
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Super-bunnies, immun 
myxomatosis, are plaguing 
farmers—and poachers, to 


A glut of rabbits for th 
butchers’ market has ct 
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) DIEN HOTEL. LONDON 


The 1980s was a period of exceptional ian in Europe’ white mergers and acquisitions took a leading role in the 
restructuring of European industry. While M&A continues to make. the headlines, a range of other strategies, 
including cross-border alliances, cross-shareholding and joint purchasing, are underway in anticipation of the 2 
opportunities the new Europe will offer. To capitalise upon these. opportunities and to avoid being edged out by ^ — 
aggressive competition, companies are having to rocana their growth. strategies and look for new ways of gai ning | 
competitive advantage. * 3 
How will companies grow in the ‘90s? To address this question Business International, in éooperati on with. theo | 
Association for Corporate Growth, is organising a major two-day conference in London on October 15th. and. 16th, — | 
1990. For the conference we have brought together a panel of corporate growth professionals from around the 
world to give you informed and. practical a on how to davis and implement a | successtui growth strategy for 
your company. Speakers include: 











» SIR JOHN HARVEY-JONES - Chairman, The "os ues ie VINCENZO MORELLI - Vice-President Europe, 





Economist Group uS . General Electric (USA) : 
» KENNETH KOVALCIK - Principal Arthur Andersen © > DR PAUL ACHLEITNER - Executive Director and | 
and President, ACG | | Head of Strategic Development, Goldman Sachs | 
> ROBERT BAUMAN - CEO, SmithKline Beecham > ANDRÉ BALADI - Managing Partner, Baladi & | 
> DAVID THOMPSON - Executive Director, Rank Xemk d s PROBARE. | 
» SYDNEY LIPWORTH - Chairman, Monopolies and HIROSHI KOSAKA - General Manager - Corporate | 
Mergers Commission . . Planning and Marketing, Toshiba Corporation i 
» MARTIN WALDENSTRÓM - President, Booz " "^ x HANS MIRKS - Vice President International Services, | 
Acquisition Seivires : | | | American Ainines e 
o > JEAN-MARIE DESCARPENTRIES * - President, and r rr | 
. . Chief Executive, CMB Packaging — - Be -` to be confirmed EM 1 5  — 





x». JOHN. THORNTON - Partner and Head of European T F | Inte rnation al | 
E F M&A, ‘Goldman. Sachs. | | E | GLOBAL BUSINESS INFORMATION ANE ADVICE 
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The registration fee for this conférence is £850 
(plus 15% VAT). For additional members from the same 
company £595 (plus. 1596 VAT) 


| Registration. for the conference includes an annual 
< membership to the Association for Corporate Growth. 
|. Current ACG members are entitled to o 408 discount on 
| the registration fea. | WE 


This fee includes Bl's preparatory and adi initiative 
expenses as weil as ail refreshmer ce t ches and dinner. 
It does not include participants’ tra al ort otel expenses. E 


‘Cancellations will be accepted up to September 12; 1990 — 
| after which a cancellation charge of £200 will be made. 


venssesesussbesssesessessessssesssosessossnésosceoseseesteseoseesessneseoosseosssesseeonesseonus 
2 Please return to: Julia Mart, ‘The Business international Conference Unit, 40 Duke Street, London W1A 1DW 
Te “ 7 A93 emm; Fax: (44) a 408 3296 
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BRITAIN 


Thatcher's boardroom 


Half Britain's top executives think it is time to ditch their erstwhile heroine 


ARGARET THATCHER won. the 
hearts of British businessmen in the 
1980s by promising to get the state off their 
backs, to tame over-mighty trade unions 
and to run the economy soundly. In the 
1990s businessmen still give top priority to 
economic policy, and approve of the way 
Mrs Thatcher runs it. But their other prior- 
ities have changed, and they are now di- 
vided over the prime minister's overall suit- 
ability for office. The lady who vanquished 
Mr Arthur Scargill may not, they think, be 
the right person to do battle with Mr Jac- 

. ques Delors. 

— A A poll of 104 main board directors of 
Britain's top 1,000 companies suggests that 
boardroom support for Mrs Thatcher is 
waning. lt was conducted for The Econo- 
mist by MORI on July 17th, after Mr Nicholas 
Ridley had resigned from the cabinet be- 
cause he was too honest about his mistrust 
of the Germans. Respondents were evenly 
divided over whether Mrs Thatcher is best 
suited to lead her party into the next elec- 
tion: 4996 said yes; 4996 no. Not too discour- 
aging for the prime minister if this were a 
poll of the general public; but Britain's 
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bosses have previously been Mrs Thatcher's 


greatest fans. As recently as last October, 


only 19% of a poll of chief executives told 
The Economist they thought Mrs Thatcher 
should go before the next election. i 
"What has changed? The latest doubts 
over Mrs Thatcher’s style in Europe appear 
to have compounded a decline of confi- 
dence in her leadership caused by high inter- 
e rates and the unpopularity of the poll 
ax. British businessmen are increasingly 
ed to improve Britain's European creden- 
tials: 8396 of them recently told the British 
Institute of Management that they wanted 
Britain to go into the exchange-rate mecha- 
nism. Those in The Economist's poll had 
less confidence in the prime minister's han- 
dling of Europe (5196 thought she was an 
asset, 4496 a liability) than of domestic issues 
(67% to 2796). Nearly half thought Europe 


was one of the top two issues facing the 


country —second only to the economy. 

But of those who thought Europe im- 
portant, 6596 rated Mrs Thatcher's perfor- 
mance on European issues as very good or 


fairly good. Though businessmen are less 
Blimpish about Germany than Mr Ridley, 


the two most important things to get | 


transport and the environment—she is : 
popular. In each case over 60% of those wh: 


Thatcher's performance is fairly poor 


no doubt: Mr Michael Heseltine. His o 








many have sympathy with his and 
Thatcher's nervousness over re-unificati 
Sizeable minorities believe that a unite 
Germany will pose a serious threat to t 
British economy (38%) and that political 
and monetary union will lead to Ger 
domination of Europe (42%). $ 
Discontent with the prime ministe 
emerges more clearly when directors are 
asked their views on the domestic issues tha 
are becoming more prominent in the 1990: 
Of the 56% who rate the economy as one o 
















































the coming decade, the great majorit 

think Mrs Thatcher is handling it well, 
But on three other VoU matters 

that now interest businessmen—educati 


rate süch policies as important think. 


very poor. Most worrying for her ad 
the government generally—is education ai 
training, which 4396 put among the topt 
most important issues. 
— Who should replace Margaret Thatche 
when she goes? The businessmen who w: 
her to depart before the next election h: 


whelming support at 5196, compared w 
896 for his closest rival, is a big change f 
The Economist's poll last October... T 
Mr Heseltine (at 21%) was almost level-peg 
ging with Mr Kenneth Baker (2396) and Si S 
Geoffrey Howe (at 17%). Now Mr Bake 
star has faded. Bad news for Mrs Thatc 
worse for Mr Baker, who as party chairma 
is closely identified with her. Still more 
couraging for Mr Heseltine is the fact 
businessmen seem unexcited by compet 
but grey-ish men like Sir Geoffrey Howe 
Douglas Hurd and Mr John Mox Sow 
chance can they have of appealing to the 
dinary voter? 














E NLOVED babies, thinks Ma Marga- 


id support the traditional family—and 
mothers should stay at home while 
ir children are young. 

- Her clarion call for Victorian family val- 
.rang out again on July 18th, when Mrs 


tion ie campaigns to get more women 
o public life—and specifically to get them 
oughly equal share of seats in Parliament. 

e prime minister outlined plans for anau- 
n white paper, which will propose a 


ursue absentee fathers who fail to provide 


Die Briten 


LEAKED minute of a private meet- 
ing of Germany-pundits, assembled 
by Margaret Thatcher in March, por 
trayed the Germans as suffering from, " 
alphabetical order, angst, Merle 
assertiveness, bullying, egotism, inferior- 
ity complex, sentimentality”. Since 1945 
the Germans were found to have done 
much to suppress. these innate flaws— 
listed by Mrs Thatcher’s foreign affairs ad- 
viser, Mr Charles Powell. They were also 
judged by the British experts no longer to 
be bent upon subjugation or territorial ex- 
ansion. Britain should therefore be 
nice" to them. 

— Nhat if Mr Helmut Kohl had called on 
rmanys dwindling band of Britain- 
tchers to take a cruise with him down 
he Rhine? Here is the minute that Mr 
lorst Teltschik, the Charles Powell of the 


written for his boss. 


We all know the British. They are, in 
alphabetical order, admirable, brave, 
commonsensical, decent, effortlessly. able, 
fair, gallant and humorous. But the more we 
think about them, the more we see that this 
is a pre-1945 picture of the British. The post- 
war years have dimmed their charm. Their 
system of democracy and justice is showing 
dts age. Their education now seems rudimen- 
tary. Their youth is violent and unwashed. 
Their infrastructure is dilapidated. | 
What has happened! Britain's relative 


TN 















hard to reverse. Thatcherisn 


— 


her addressed the 300 Group, an asso- ^ 


jest German Kangleramt, might have 


seconomic decline has proved obstinately 


' e Tories are struggling- to reconcile, traditional, family values with a 
owing demand for women in the workplace. Meanwhile companies are 
Sy making themselves as attractive as possible to young mothers 


| | ` adequate maintenance payments. 
/ ret Thatcher, grow up to be even more... 
loved hooligans. It is thus for the greater 
of the nation (and for the European — 
ure of its soccer teams) that Britons - 


The need to crack down on wayward fa- 


„thers has been pushed hard by Mr Brian 


Griffiths, the head of the Downing Street 


. policy unit. Others too have been pushing 
- policy initiatives in this area: Lord Joseph, 


the former cabinet minister, set out his own 


ideas earlier this month on how best to fight 
. the declining appeal of the nuclear family. 


(He would like to see the tax treatment e 


couples amended to offer young mothers a 


fiscal incentive to stay at home—for exam- 
ple by giving their husbands an extra tax al- 


lowance.) 


But are Mrs Thatcher's views fully en- 


dorsed. by her own parliamentary family? A 
Working group on policy towards women, 
peste by Mr John Patten, a minister at the 


































-healthy sik, but has so far failed to instil 
_ the continuous self-discipline so vital to a 
.. modern, continental, corporatist economy 
© like ours. The inflation rate remains the best 


gauge of any nation's self-delusion, and infla- 
tion in Britain is nudging 1096. 
© Worse for a proud people, Britain's place 
in the world has taken another knock with 
the collapse of East European communism. 
Its role as the linchpin of the western alli- 
ance, binding America to its European pro- 
tectorate, is ending. This role was long a sur- 
 rogate for imperial influence: no longer. The 
Conservative government now faces a hard 
choice. Should it immerse itself in a Euro- 
pean: Community from which it has long 
.been able to stand aloof—a club run by two 
old. enemies, Germany and France? Or 
should it fight on alone ain the great 


E ee conspiracy? 


EN eee 





2 O t produced. a -paper 
| recommending chi «are: vouchers to en- 
able more mothers to work. Not such à sedi- 
tious idea, considering that this year's bud- 
get gave a tax break to employers willing to 
set up nurseries at work. Employers grumble 
that a scarcity of women in the labour mar- 
ket could help to push up wages—and 
plenty of Tories are well aware that many 
wives return to work out of economic 
necessity. | 

The reality à is chi the Tory party is now 
in a dither over what the government's role 
towards the family should be. If it can come 
up with a persuasive answer, it might have 
something attractive to put into the next 
Tory election manifesto—and a useful re- 
sponse to the latest Labour party policy doc- 
ument, in which childcare makes a con- 
spicuous appearance. But while the 
dithering goes on, the market has been 
shaping its own family policy, as businesseg d» 
decide for themselves that a woman's plac 
is in the job market. 

In 1971 fewer than half of all married 
women were in paid employment; but by 
1988 the figure was nearly two thirds. Many 








Whether in 1945 or in 1989, the com- 
bination of peace and a battle won breeds a 
curious disillusion in the British. Their televi- 
sion schedules may soon be revelling in the 
cold war as obsessively as they have revelled 
in the fight against Nazism. We Germans 
might leave the British to wallow in such nos- 
talgia, were it not for the way they could frus- 
trate the building of the Europe we want— . 
or, on the plus side, be persuaded to offset 
some of the proclivities of the French. . 

Our conclusion on the Rhine was that 
constant politeness and understanding from. 
a virtuous Bonn would merely madden the 
British into attacking a continent groaning 
under the heel of German prosperity. We 
should rather threaten loudly to build a Eu- 
ropean Community from which Britain 


would be shut out. Be tough with the 9 A | 





British: it brings out the best in them. 






























-—— ——M————————————————————M————————————————— À— ————— 





companies, notably in retailing and finan- 
cial services, rely heavily on women workers. 
Once trained, an employee is expensive to 
lose. (Midland Bank reckons it costs be- 
tween £8,000 and £10,000 in recruitment 
and training costs to replace a single clerical 
worker.) Not surprisingly, personnel depart- 
ments are increasingly keen to provide ma- 
ternity leave with guaranteed re-employ- 
ment. 

But many women find they rather like 
staying at home and looking after their off- 
spring. In 1989 only 1096 of all mothers with 
a child under five were in full-time work (al- 
though many more worked part-time). 
Three cheers from Mrs Thatcher; but com- 
panies that have trained their women em- 
ployees in the hope they would not lose 
them to their babies may feel less cheerful. 

So companies are introducing a growing 
array of incentives to ween mothers away 

m their children and back to work. Last 

nth, for example, the Legal and General 
insurance company announced it will give 
mothers a 2596 pay rise for the six months 
after maternity leave. And many companies 
reserve part of the maternity payment until 
the mother returns to work. 

Others have begun to dangle even juic- 
ier carrots. About 6096 of the Midland 
Bank's workforce are women. But it has 
been losing them at all levels, some with 
over ten years experience. So last year Mid- 
land set up the first of a network of 36 nurs- 
eries, with 300 subsidised places—each cost- 
ing about £100 per week (in the south-east, 
at least), of which the bank pays half. It aims 
to expand the network rapidly across the 
country in the next three years. It estimates 
that 300 nurseries would save £4m-5m a 
year by stopping staff losses. Other big firms 
have followed suit, including Sainsbury's, 
the Prudential, Merrill Lynch and BP. 

But corporate headquarters loud with 
the rattle of playpens is not quite the vision 
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Mrs Thatcher holds of the 
mother-child bond. Given that 
most mothers, especially of 
small children, clearly would 
rather work part-time than 
full-time, companies are start- 
ing to look for ways to help 
them. Rather than trying to fit 
babies around work, some 
companies are indeed seeking 
to fit work round the babies. 

For example, Boots, a 
pharmacy chain, is offering a 
term-time working contract 
that leaves women free to look 
after their children during 
school holidays while students 
fill in for them at work. Dix- 
ons, an electrical goods store, 
and Lloyds Bank operate simi- 
lar schemes. (Boots also pro- 
motes flexible  job-sharing, 
leaving sharing employees to 
agree their hours: as long as 20 hours a week 
are completed, each employee still qualifies 
for a pension scheme.) 

For a woman with a school-age child, 
such schemes make motherly sense. For a 
woman with a baby, who wants to stay at 
home with her child, their benefits are less 
clear. While she would once have faced a 


BRITAIN 


these schemes may still tempt her out of the 
home when she might otherwise have stayed 
with her child. 

Companies increasingly offer those 
mothers a career-break: an unpaid extended 
period—of, say, five years—taken away 
from work and with the option of returning 
to the same job. Some large firms (including 
Shell, Esso, Exxon and 1c!) have begun to 
offer this arrangement over the past year or 
so, recognising its benefits not just for 
women with babies but for those with el- 


derly dependents, too. But the female-domi- — 


nated banks are again ahead of the field. All 
the big high-street clearers now let employ- 
ees take time out for family reasons. (Lloyds 
is the most generous: it lets anyone with five 
years’ service take a break and then return 
with the same grade; the others generally at- 
tach more strings to the deal.) 

Those who fear for the effect of such in- 
novations on the future of the family may 
hope that Mrs Thatcher's concern will act as 
an antidote. But they may have to accept, 
too, that the companies could just be push- 
ing on an open door. How many mothers, 
after all, want to continue to work simply 
because they enjoy it? Ask Mrs Thatcher— 
she should know. 





Resting on their laurels 


HEY came not to bury Adam Smith, 
but to celebrate him. Eight winners 
of the Nobel prize for economics—the 
biggest gathering of them ever—and 
300-odd economists assembled in Edin- 
burgh on July 16th and 17th to pay hom- 
age to the great man, visit his tomb, and 
discuss the state of modern economics. 
But, from the speeches of the laureates, 
most of them well into their 80s, it was 
rarely clear why they were regarded as 
the greatest thinkers in their profession. 
The homage got off to a bad start for 
some. One of the youngest laureates, Mr 
Franco Modigliani (a stripling of 72), lost 
his clothes between Italy and Glasgow. 
Mr Modigliani won his Nobel prize in 
1985 for showing that savings depend 
not on current income, but on what a 
person expects to earn over his lifetime. 
This is now received wisdom, but would 
have shocked Adam Smith. That frugal 
Scot claimed that saving depended on 
virtue battling to overcome vice. 

Vice and virtue was the subject of a 
talk by the American laureate of the sub- 
sequent year, Mr James Buchanan. He 
wanted to know why he felt guilty watch- 
ing American football games on the tele- 
vision for hour after hour. Professor 
James Tobin, awarded the laureate in 


1981, told him not to worry—every lei- 
sure act, he said, has an economic pay-off 
for someone. 

Mr Maurice Allais, Nobel laureate of 
1988, claimed that Adam Smith bor- 
rowed most of his ideas from Frenchmen 
and had no “objective right to be consid- 
ered the father of political economy". 
That upset the Scots. Mr Allais attacked 
his colleagues for being obsessed with the 
properties of economic efficiency (gen- 
eral equilibrium theory, and the back- 
bone of modern economics). He told 
them they should instead look at how 
markets become efficient. They don't 
have to look far: Mr Allais has written 
extensively on the subject. 

The gathering agreed that there was 
too much pressure on young academics 
to publish articles, irrespective of their 
quality. Mr Wassily Leontief, born 84 
years ago and the laureate in 1973, at- 
tacked modern economists for letting ab- 
stract mathematics take over from an 
analysis of facts. His solution—govern- 
ments should spend still more money on 
economics—seemed a little odd, if econ- 
omists already produce so much rubbish. 
But remember the great man's words— 
any gathering of professionals tends to 
be a conspiracy against the public. 
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over bridges 


HE last new bridge across the River 
Thames on London's seaward side was 


Tower Bridge, built in 1894. Now no less 
than three new crossings of the river's lower 
reaches are being built or planned. A public 
inquiry into one of them, in the Docklands, 
is considering two designs. One is a chunky, 
stolid box-girder bridge (see below), com- 
missioned by the Department of Transport; 
the other (above right), proposed by Stan- 


hope Properties, is a sleek, aerodynamic 
creature. 

This is the second time in five years that 
an inquiry has considered a Docklands 
crossing. The previous one, begun in 1985, 
considered a cable-stayed bridge that was ap- 
proved by the transport department but 
was—it transpired—woefully unsuitable. Its 
height obstructed aircraft using the nearby 
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PARE a thought for the long-suffering 
potato. Not content with it whole and 
bumpy, shoppers used to want it rounded 
and smoothed, sliced and chopped, fried 
and dried and crisped. Then it was 
standardised to make chips all the same 
length. Now the fickle customer wants it 
| back like it always was. Come back muddy 
| wonky old potato, all is forgiven; for natu- 
| ralorganic food is all the rage. 
| British farmers have never had it so or- 
| ganic. All those years of fighting for a 
| patch where they could let their lettuces 
lead a happy, fertiliser-free life have finally 
paid off. Their customers cannot get 
enough of them: floppy, mud-splattered 
lettuces are being seized off the 
shelves, Berlin-style. 

Though organic food is today 
only a £120m market, demand is 
soaring. Safeway, a supermarket 
chain, is convinced that this is not 

| just another environmental fad. 
| Across Safeway's own counters, or- 
| ganic produce accounts for barely 
| 4% (about £3m-4m) of fresh fruit 
| and vegetable sales. But the com- 
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City airport and, with only two lanes, it did 
little for traffic jams. 

The transport department went back to 
the drawing board. Its next design, by Mr 
Raymond Crandon Gill and Sir William 
Halcrow & Partners, an engineering firm, 
has an airport-friendly height, three car- 
lanes, room for walkers and cyclists and 
costs 6% less than the original design. But it 
would score few points at a beauty contest. 

Not so a rival bridge, put before the in- 
quiry by Stanhope Properties. That firm 
had hoped to build an £800m shopping ma- 
rina in the Royal Docks (designed by Mr 
Richard Rogers of Lloyd’s-building fame). 
Its dreams have been scuppered (for the mo- 


pany predicts the market will triple in 
three years. 

Can Farmer Giles rise to the chal- 
lenge? Already Safeway has to confess it 
cannot meet the demand for organic food 
in its 300 stores across the country. Fewer 
than 1% of British farmers currently prac- 
tise organic methods, so the supermarket 
chain has to import two-thirds of its pur- 
chases. Its chairman, Mr Alastair Grant, 
opened the organic food and farming cen- 
tre at the annual Royal Agricultural Show 
earlier this month with a rallying cry to 
British farmers to abandon their spray- 
cans and jump aboard the green and 
friendly farming-wagon. 








ment, at least) by the economic slump, but 
not its plan for an elegant bridge. When the 
Department of Transport’s squat box-girder 
bridge was mooted last November, Stan- 
hope asked a Spanish architect, Mr Santi- 
ago Calatrava, to design a bridge that met 
the department's specifications. 

Whichever bridge the inquiry selects, 
the government will pay for it. Sadly, the ug- 
lier one is also the cheaper: at 1988 prices, 
the box-girder job costs about £75m; back- 
of-the-envelope calculations tot up to £ 
85m for Mr Calatrava's creation. Unsurpr 
ingly, the department has told the inquiry 
that it prefers the squat bridge. 

There is one more twist, though: if the 
Stanhope bridge successfully trumps the 
ugly one, the transport and environment 
ministries may set up a third inquiry to as- 
sess its merits. So the building of an east 
London  river-crossing—crucial to the 
regeneration of the Docklands and dis 
cussed for over 40 years—may still be far 
away. 








Organic farming helps the environ- 
ment; but lettuce-lovers need to convince 
farmers that it will help their wallets too. 
A typical organic cereal crop will yield 
about 3096 less.per acre than a crop 
coaxed by fertilisers. Converting a field 
from conventional to organic farming is 
an expensive business. And the farmers 
are largely on their own: conversion subsi- 
dies are available in some EC countries— 
and from Brussels, needless to say—but 
Whitehall offers none. British Organic 
Farmers, a voluntary group, says this 
could lead to an embarrassing trade deficit 
by the end of the decade. The men from 
the ministry are, so far, unmoved. 

Will consumers allow farmers to pass 
on the extra costs in the retail price? No- 
body really knows. Faced with the choice 
between a bag of identikit potatoes 
costing 42p and a motley collection 
of organic spuds three times the 
price, many shoppers will take the 
second, Safeway feels. But a recent 
survey of 2,000 shoppers, partly 
sponsored by Safeway, suggested a 
mixed verdict. It found 50-70% of 
them ready to opt for hairy carrots 
with an environmental halo—but 
only at lower prices. 


THE ECONOMIST JULY 21 1990 











~ LONDON HOTEL 


Kiel major refurbishment 
the Coburg will reopen 
in August 1990. 


Restored to its former 
elegance with the _ 
bedrooms equipped with 
every modern convenience 


to maintain its atmosphere — 


of calm and comfort. 


TARIFF. 


Single Bedroom 

Double or Twin Bedroom 
Executive Twins/Double 
The Suite | 


` | INCLUSIV 7 OF 
NW Ok Value Added Tax pee s 

o Sumptuous buffet English breakfast 
* Satellite TV & Radio 
x. Direct Dial Telephone 

* Hairdryer 





E z UXURY, LANDMARK - Du 





£85.00 
£115.00. 

£130.00 . — 
£180.00 


*. Hospitality Tray -tea/ coffee / chocolate (biscuits 


| * S ODDIREntay pd at Dau 
iF vé Guest Lounge 
< cw Room Safe 
^. Minibar | | x 
7o ironing enteo. press 
. (* International Facsimile 











A special introductory. offer 
of 15 per cent discount 
throughout the month of 

August. | 


129 Bayswater Road 
. London, W2 4Rj 
Tek 071-221 2297 . 
Fax: 071-589 9526 
Telex: 268235 
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AND BANKING STUDIES 


- banks, insurance companies, multinatio 


have sent their executives to ICMB: course 


.. AND FORECASTING (Sept 3-7) - 


..« Aimsto improve understanding of the sources. 
of exchange-rates and interest-rates move-. 


ae OF FRANC IAL FUTURES AND 


. rísk, swap tisk, relationship between: future, dun 


 HEDGING AND PORTFOLIO - 
- APPLICATIONS (Sept 24 


Essentials of options trading. and investme 
including notably, pricing models, hedgi 
strategies, volatility, valuation. of war 
and convertibles, bond and interest- rate c 


MERGERS AND ACQUISITION: 
‘(Oct 1-6) — 


-take-over and defence strategies, economic 


Fax: 22-733 38 58. Telex: 412 151 pax ch. 
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GENEVA 




















Intensive instruction Bs leading internatio 
faculty, using proven teaching methods 
Worldwide, over 300 private and centra 


and other financial and industrial companie 


since: 1982. 


EXCHANGE-RATE AND 
INTEREST-RATE ECONOMICS 


ments and of the role of economic policies; 
and to provide the fundamental tools for. 
generating and evaluating exchange- rate * 
forecasts. us 


VESTMENT APPLICATIONS 











(Sept 17-21) | 
Ma topics- covered include pricing and . 
arbitrage, uses of futures in hedging, hedge 


forward, swap, and option markets. 


OPTIONS: VALUATION, 
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tions and portfolio i insurance. 


An integrated, in-depth, analysis of the M & 
process and of the latest development 
domestic and international mergers and: 
quisitions: concepts, company valuation 


legal and policy issues. 
For further information: 


Annelies Wind or Ghassan Khoury, Inter: 
national Center for Monetary and Banking 
Studies. PO Box 36, 1211 Geneva 21, 
Switzerland, Tel: 22-734 95 48. 








An unhappy ship 


HE loss of Mr Nicholas Ridley may 
have been a bitter personal blow to 
| the prime minister, but the old girl hasn't 
given up her lifetime struggle against the 
Tory centre-left. She told friends that her 
appointment of the right-wing Mr Peter 
Lilley to replace Mr Ridley as trade secre- 





not going to have it all their own way”. 
Brave words. In fact, the internal dy- 
namics of the cabinet have shifted and Mr 
. Lilley matters not. By letting Mr Ridley go 
. —and in the end she virtually sacked 
^ him—Mrs Thatcher has helped consoli- 
date the position of Tory moderates like 
Mr John Major, Mr Douglas Hurd and Mr 
Chris Patten. Why? Because Mr Ridley re- 


] them inside cabinet. 
[ He made clear that he felt Hamed 
| by the residual duties of the Department 
| of Trade and Industry, complaining of the 
d job: ‘Tve got bugger-all to do, and 12,000 
. people to help me do it." So he used some 
< of his spare time and effort to roam into 
the affairs of other ministers: sitting on 


jor. He considered them "doormats" for 
' Hurd laughed off the criticism as “just 
Mr Lilley thinks like Mr Ridley: he was 


which dreams of a Europe of nation-states 
in which "the cherished central institu- 
tions of the EC and its bureaucracy will 
- simply fade away as agencies of political 
initiative". One disgusted colleague said 
of Mr Ridley and Mr Lilley: "The pm’s fi- 
: nally taken her old dog out into the yard 
. and got rid of him—only trouble is, she's 
- brought in her favourite young puppy in- 
-stead." But Mr Lilley has neither the 
- personality nor experience to bark as 
loudly as the older mutt. 


. classier end of Whitehall, where the Trea- 
` sury and the Foreign Office are toasting 
their close alliance. Despised by old-style 
_ patriots as “the Beefsteak Club mafia who 


they are finally in charge. Mrs Thatcher, 
in contrast, has seemed oddly uncertain 
over the affair, dithering over whether to 
sack Mr Ridley until given unmistakeable 
messages from the party managers. In the 
J. Commons, 
. Hattersley, Labour’s deputy leader, she 
. was mightily unimpressive. The doubts 
3 about her leadership that swilled around 


tary was a deliberate signal that "they're - 


mained an abrasive radical challenge to 


-key cabinet committees, arguing about 
Europe, sniping at Mr Hurd and Mr Ma- 


“assorted continentals to walk over. Mr 
. Nick" but Mr Major was badly hurt by it. 


a founder of the No Turning Back group, - 


With Mr Ridley out of the way, there is 


renewed bounce and confidence at the 


have given up on Britain", they believe. 


challenged by Mr Roy. 


Westminster in April and May have re- 
vived as dangerous end-of-term gossip. 

But there has been one sour note in 
the celebratory wake for Mr Ridley among 
‘Treasury men and diplomats. They fear 
his outburst may have blown away the 
credibility of Mr Major's “hard ecu" alter- 
native to the Delors model for monetary 
union just when some, including the Ger- 
mans, séemed more interested in it. 


According to members of the German 


government, however, the polite recep- 
tion for the Major plan in Bonn did not 
mean they were taking it seriously. 








After Old Nick, young Lilley 


: Rather, they wanted to boost Mr Hurd 


and Mr Major inside Britain as Europa- 
freundlich politicians who deserved to be 


encouraged at the expense of Mrs 


Thatcher. But they warn that, if the Brit- 
ish are relying on Germany to drag its feet 
over European union, they will get a 
shock when the Rome inter-governmental 


conference opens in December. In Bonn, 
. Mr Jacques Delors is a pro-unification 


hero, not a bogeyman. 

That suggests the Major plan may be 
shot down early in the proceedings. If it is, 
the British government will open a diplo- 
matic offensive to delay any irrevocable 
decision on union until after the start of 
Luxembourg's presidency in July 1991— 
or even later. Potential splits (such as over 
the amount of aid countries like Ireland, 
Greece, Spain and Portugal can hope to 
receive from the northern EC members, to 
help bed in monetary union) will be lov- 


‘ingly teased open. Since Britain has con- 
| sistency underestimated the will of other 


been aan in anndanny panciay rmv decedent 








EC members to integrate, it seems a dan- 
gerously Machiavellian strategy. 

None of which suggests that 1991 will 
be as convenient an election year for the 
Conservatives as Mrs Thatcher’s allies are 
suggesting. Certainly, the Treasury is not 
in electioneering mood. Mr Major’s warn- 


ing this week to backbench Tory MPs 


about the impossibility of any pre-election 
boomlet has been accompanied by un- 
usual warning signals about the coming 
public-expenditure review. 

After crying wolf year after year, the 
Treasury seems genuinely concerned that, 
adrift from the "virtuous circle" of lower 
inflation and higher capital receipts of 
previous years, 1990 must see a truly 
tough spending round. According to min- 
isters, up to £10 billion will need to be 
hacked off bids, principally from the 
health, education, transport and environ- 
ment budgets. The Treasury is convinced 
that, after the bilateral haggling with min- 
isters finishes in October, the "star cham- 
ber" will need to be convened, under the 
chairmanship of Sir Geoffrey Howe, for a 
final squeeze on spending. 

The prospect of higher-than-expected 
inflation in September, when benefit lev- 
els for the year ahead are fixed, also wor- 
ries ministers. Every extra 196 on the re- 
tail-price index adds another £500m to 
the social-security budget. Since up to 
75% of the spending of some of the de- 
partments most vulnerable to cuts goes on 
wages, 1991 may not only see hospital clo- 
sures but brutal wage battles involving 
nurses, teachers, local-government work- 
ers and railwaymen as well. One Treasury 
source commented: “There will have to be 
some blood and pain—otherwise, noth- 
ing will have changed.” The alternative is 
resurgent inflation, combined with a re- 
turn to deficit financing—a relapse the 
Treasury is determined to resist. 


Slipping anchor the quiet way. 
Meanwhile, as cabinet ministers fidget 
through lectures on the need for spending 
restraint, their junior colleagues have 
spent the final fortnight of the parliament 
obsessed with the looming reshuffle. Ac- 
cording to one senior civil servant, 
“Whitehall has almost come to a halt; no- 
body's taking any decisions until they 
know their fate". But at least one minister 
first . Unnoticed by the wider 


ne, minister of state 






for trade, quietly resigned a fortnight ago. 
That's el way to do it! Nothing against 
the new trade secretary, Mr Lilley: his 
lordship just needed to earn more money 
than Her Majesty could afford. By this 
time next year, many other public ser- 
vants may be feeling the same way. | 



































































| American affairs 


l ichard Darman, the Bush ad- 
warned of $100 billion of 


spending cuts unless Congress 
quickly agrees on a deficit-re- 
duction package. Without 
cuts, the administration esti- 


mates the budget deficit for 
1991 will be $169 billion. 


America's banks are still suf- 


fering. Chase Manhattan an- : 


nounced its second-quarter 
net profits fell by 6296 com- 
pared with the same period 
last year, to just $52m. 
Citicorp fared little better: it 
reported a 3796 drop in sec- 
ond-quarter profits to $248m. 


|. The Federal Reserve Board 

| may ease limits on the securi- 
| ties activities of American 

banks abroad, allowing them 







E “to underwrite as much as 25% 
"4. of their parent's equity capital. 
-| They will no longer need the 


| Fed's approval to underwrite 


| life insurance, operate as a fu- 


tures agent and enter foreign- 
| currency swaps. 











ie he " 4r erica’ S McDonnell 
Douglas, the Pentagon's top 


defence contractor, will cut- 






-end of 1996. The plan i is to 
trim the company’s expenses 


by $700m annually. General 


"|. Dynamics, another defence 
~ firm, lost $240m in 1990's sec- _ 

| rochemicals of Japan and. 
Mia South Korea's big- 


ond quarter because of delays 
on a new fighter aircraft. — 


 ministration's budget director, . 


14,000-17,000 jobs before the - | 








Rolls-Royce, a British aero- 
engine maker, will slash 700 
jobs over the next two years. 
The reason: Britain's Ministry 
of Defence cancelled an order 


for 33 Tornado fighters. 


Wheeling... 
Britain’s Booker, a food sup- 


plier and source of the epony- 
mous literary prize, is to pay 


.$545m in a mixture of cash 


and shares for Fitch Lovell, 
another food distributor. The 
agreed offer will create Brit- 
ain's biggest catering-services | 
business. 


. Cummins, the biggest inde- 


pendent maker of diesel en- 
gines, has agreed to sell 2796 
of its equity for $250m to. 
Ford and Tenneco from 
America and Kubota from | 


Japan. 





IBM is considering selling its 
more antiquated businesses 
such as electric typewriters, 
keyboards and printers. The 
company's plan could involve 
a $3 billion leveraged buy-out, 


— which will leave employees 


with some of the equity. 


... dealing 


A joint venture in petrochemi- 
cals is planned by Mitsui Pet- 


| Caisse Calk des Bud 


gest industrial group. The pair 
are expected to invest about 


$130m. 


». | paid out to Barlow Clowes it 





Four British T 
Westminster, Midland, Lloyds 
and the Royal Bank of Scot- 


land—plan to sell Signet, the 


largest credit-card processing 
outfit in Britain. The price tag 


is about $270m. 


Fujitsu, Japan's top computer 
firm, may take majority con- 
trol of ICL, once Britain's na- 


tional champion in main- 


Tames. Lud; two D fictus have... 





Populaires, a regional French 
bank, refused to come to the 


rescue of Tuffier-Ravier-Py 
et Associés, one of France’s 


five largest brokerage houses. 


Tuffier then filed for 
bankruptcy. l 


The Reserve Bank of Australia 
promised to ensure that the 
Bank of Melbourne, a for- 
mer building society, plagued 
by rumours of collapse, would 
be able to meet its obligations. 


One of Lloyd's of Logdbus | 


largest syndicates, Marine 
Syndicate 185, is expected to | 


pack up at the end of this 


. year. The syndicate has been 


Britain's Midland Bank is to. 


| the Department of Trade an 


+ low Clowes, an investment 
- firm closed in 1988. If the D 





; Nabisco, a 


~ boasted a 25% share, givin 


strong retail and institutional 


hit by losses relating to the 
Piper Alpha oil-rig disaster. 


fight a prosecution brough 


Industry (Dri) because of tl 
bank's involvement with Ba 


wins, some of the $270m it . 
vestors could be recovered. 


CS First Boston is launchin 
a $250m junk-bond fund. 
aimed at international instit 
tional investors, who now. 

view America's $140 billion 
junk-bond market favourabl 


A $6.9 billion recapitalisatio 
plan announced by RIR | 
food and tobacco: 
firm taken private last year i 
a$25 billion buy-out, sent the 
company s junk bonds soar- . 
ing. It plans to boost its equity 
by about $3 billion. E 


Innovations 


The number of application 
for oe in Europe rose 
15% last year compared witt 
1988, reveals the European 
Patent Office's 1989 annual. 
report. West Germany | 


the highest proportion of pa 
ents issued worldwide in 198 


Czechoslovakia's first Euro- 
bond deal was a hit, with 





demand for the $150m issue. 




























































The removal of all restric- 
tions on capital movements in 
"eight EC countries by July | 


.to an integrated European 
. financial market. It ushered 
án the first stage of the plan- 
. ned economic and monetary 
union. However, there was 
"no "big bang" as most of the 
—spadework had been complet- 
; ed in the preceding months 
| and the adverse side-effects 
feared by many have not ma- 
terialised as yet. 
| This is particularly true of 
| -the removal .of .foreign-ex- 
change controls by France and 


| two-tier foreign-exchange sys- 
tem in Belgium. Moreover, it 
- now appears that Britain will 
"become a full member of the 
EMS before too long. 


ed, a Europe-wide financial 
marketplace is taking shape. 
However, it will not become a 
unified zone until the individ- 
ual EC members give securi- 
ties from other Community 
countries the same status as 
domestic issues in their invest- 
ment rules for insurance firms 
and pension funds, and fiscal 
discrimination against foreign 
investments ceases. a4 

Once the banking and 


plemented after 1992, compe- 


] financial services cheaper and 

- broadening their range. Even 
- more important, it is assumed 
that an enlarged European 





“was a milestone on the road © 


: Italy and the abolition cf the - 


Thus, sooner than expect- 


insurance directives are im- 


tition will intensify, making 


International presence: Amsterdam, Antwerp, Atlanta, 


The Commerzbank report o on German business and finance 


RR ———ÓP BEBE EE E E 


gathers momi entum 


capital market will reduce the 

funding costs of EC firms. 
The gradual convergence 

of inflation rates over the past 


few years was a prerequisite. 


for the deregulation of capital 
movements that has now been 
implemented. Clearly, the dif- 
ferentials are still significant, 


and they are too large to permit 











No. 7/90 


integration 


quoted on all exchanges. And 
a Europe-wide bourse infor- 


mation and trading system is ` 


already on the horizon. How- 
ever, this will mean more rather 
than less competition between 
the leading European financial 
centres. 

Among these, Frankfurt 
is gaining ground. One of its 


The EC's integrated financial market 
in an international comparison 





the introduction ofa system of 
fixed exchange rates. What is 
more, costs and prices are now 
rising again more rapidly in 
some countries. The persist- 


ence of disparities in other - 


areas, such as public-sector 
deficits, and the emergence of 
new ones, such as the growing 
external trade imbalances, 
also reflect unsolved problems, 


“which could slow down the 
integration process. - 


Europe's stock exchanges will 
also become more integrated. 
A list of European blue chips 
is taking n which will be 












strengths is the fact that it is 
the major: financial market- 
place for Europe's leading 
currency and the horne of the 
Bundesbank. The city is also 
being promoted as the site 


of the future EC central bank. 


COMMERZBANK 


German knowhow in glo bal finance 


Its chances here are enhanced 


not only by West Germany's 
successful stability course but 


 alsoby the fact that, unlike most. 


of the other contenders, Frank- 
furt is not a political capital. 


Frankfurt’s key role 
Whether or not it becomes 
the home of the European 
central bank, Frankfurt is likely 
to play an increasingly import- 
ant role in European finance. 
The advent of trading in options 
and financial futures on the 
DTB this year has boosted its 
attractiveness as a financial 
market. On January 1, 1991, 
thestock exchange turnover tax 
is to be abolished, with the 
stock-issuing tax and the stamp 
duty on bills of exchange both 
scheduled to go a year later. 
In addition, borrowers are to 
be allowed to issue domestic 
bearer bonds without having to 


seek prior approval. All these 


measures should bring second- 
ary trading that had been lost 
to foreign markets back to 
Germany. 

However, the impact of the 
changes now under way in 
East Germany and Eastern 
Europe should prove more 
significant. Before the end of 
the decade a truly pan-Euro- 
pean economic zone will 
emerge that extends even 
beyond the present European 
Community and the European 
Free Trade Association 
(EFTA) countries. Geographi- - 
cally and otherwise, Frankfurt 
will be well placed to serve 
this huge and dynamic market. 
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— Having. driven to dominance of the world motot industry, J Tpenese CAF 


| makers are changing the rules of the contest—again 






> | Toyoda, chairman of Toyota, says that 


| these days he spends a lot more time travel- 







i factories: in America. By the mid-1990s 
Toyota, Nissan and Honda will produce 


500,000 cars in Britain alone. Yet it is not 


the volume of Japanese cars that western 
carmakers will come to fear most. It is their 
devastating variety. 

The shift towards bespoke carmaking is 
being prodded by a new era of Japanese con- 
sumerism. The carmakers have already 


proved their ability to evolve rapidly to meet. 


changing circumstances, with four transfor- 
mations in three decades. In the 1960s the 
industry blossomed on the back of huge do- 
mestic demand. In the 1970s exports 
boomed. With mounting trade wrath, the 
first half of the 1980s saw the start of a wave 


of overseas investment. In the second half óf 
the 1980s exports declined as the yen | 


— soared, but the domestic market. shifted 
back i into overdrive. 

-New car sales in Japan increased by 

8. 5% to 4.4m last year, but the market is 

anging. A growing penchant for bigger 

` cars was helped along by a tax cut in April 








1989. In the first six months of 1990, sales of 


-cars with engines bigger than two litres al- 
. most doubled to just over 200,000. Sales of 
aed aka vehicles, the microcars peculiar to Ja- 
> pan's narrow streets, have also taken off, 
^ now that slightly bigger versions are ex- 

| empted from parking restrictions. 
— Japan’ s carmakers expect the snares to 


AST JULY 21 1990 


P. Japan's other autocrats, Mr Eiji 


t. last become multinationals. This. 
ey will make more than 1m cars at 


slow, perhaps later this year, but not to Kop 


growing. The market is far from saturated. 
Japan has one car for every four people, 
America one for less than two people. But 
space is short: Mr Hirokazu Nakamura, 
president of Mitsubishi Motors, claims that 
if all the cars in Japan were lined up on its 
roads they would be only 16 feet apart, as 


against 100 feet in America. So growth has 


to be stimulated by persuading Japanese 
consumers to buy more expensive new cars, 
more often. So far, the unleashed Japanese 
consumer is obliging, and is likely to go on 
that way, as leisure time and working 
women—therefore women drivers and two- 
car families—both increase. 

Even the way cars are sold is changing. 


In Japan, car salesmen go door-to-door and - 


know their local patch backwards. The 
Toyota salesman is likely to send. flowers on 
a special family occasion and then recom- 
mend which Toyota to buy. But nowadays 
more people are visiting an increasing num- 
ber of showrooms and closely. comparing 
cars from rival manufacturers. —— 
| Faced with choosier customers, Japa: 
| akers are. trying to cover every 
niche in the market. The new luxury Lexus 
and Infiniti models from Toyota and Nissan 
are designed to challenge Mercedes and 
BMW. The Mazda Miata has re-invented the 
market for small, cheap sports cars. The 
NSX, a 150-mph Honda due to go on sale 
later this year, will take Japan into the 
supercar league alongside Ferrari.  — 
Then there are fleets of saloons,  . f 
minicars, recreational and utility — — 
vehicles, Tour-whéeldrive vehi- K- = 





.— ; cars with a nostalgic "retro" look. 


cles, a gaggle of “people carriers" and 


More are on the way. Mr 
Furuta, Mazda’s president, has t4 
pleto produce cars that are more lu: 
that have more “individuality” 
meet à wider range of consumer tas 
is why Japan’s carmakers are. 
heavily in “flexible” rather than m. 
facturing, so that they can buil 
models on the same production lin 
ble plants will also be able to prod 
economically in smaller numbers; : 
new models into production faster. 

Nissan aims to make cars with eig 
ferent bodies based on four different c 
on the same production line. Mr 
Arakawa, a managing director at 
says the trend towards greater vari 
not be confined to Japan. It will al 
invigorate sales in the maturing mat 
America and Western Europe. | 

To that end, overseas Japanese 
plants are getting their own R&D facil 
They will then be able to tailor the vehicles 
they produce more precisely to local: 
kets. Some of the vehicles developed over 
seas will be exported to fill niches in othe 
markets, just as American-styled Hondas ar 
now exported from Ohio to Japan. - 

Japanese carmakers are cautious a 
further expansion abroad. They don’t wan 
to alarm the natives, and they also hav 
to recover heavy investments in. off: 
plants, especially in America, whe 
market has been in a skid, Both Mazd 
Mitsubishi Motors plan to manufact 
Europe—but only in partnership with 
ern carmakers. In Mazda’s case th: 
probably mean Ford, which has à a2 











































































































ere could be some consolidation 
g lapan's nine carmakers. Nissan ap- 
ikely to take troubled Fuji Heavy In- 
‘ies (FHI) under its wing. FHI is the maker 


"in FHLand a senior executive from an- 
t Nissan subsidiary has been as 
firm's president. - 


| subcontractor for Boeing, and civil 
ace is booming). Nissan is not alone 
ng to. diversify— Toyota makes pre- 
ed houses and is expanding into tele- 
ications. So far, Japan's carmakers 
: very hicely without buying aero- 





of their western rivals, who have en- 
ess-than-sparkling results. A yearning 
e ricum nu yet be the undoing 


IS Erich i time in ihe. cee Round 
alks under the General Agreement on 
and Trade (GATT). The talks are due 
nd in December, after four years. On 
3rd senior trade officials from the 100- 

ountries taking part will be in Geneva 
| | struggle to. the. finishing 
ey could yet fail. 











is Committee (TNC), the body oversee- 
Uruguay Round, is supposed to pro- 
“profile package” of deals in all 15 
nder negotiation. This would leave 
nths for tidying up the details ready 
nisterial approval of a final package in 
Is in the first week of December. But 
ofile package i isa mess, 

lure, the acknowledged linch- 





$on as P the me ‘new issues” im- 
to tich countries—foreign invest- 





ble options. Most of the other groups 









| A tradé and, ee to sy shri 


baru cars, but its car sales have fallen - 
ts debt has grown. Nissan. has a 4.2% - 


ssan is eyeing FHI's aerospace interests 


d computer companies—unlike | 


ext week's meeting of the Trade Nego- 


f the. round, there is not even agree- ` 
é n how to sare negoiations. The 


and. intellectual "property nee Ae 






of the world into warring trading. blocks. 


And many of the current disagreements are. 


tactical: countries are holding on to their 
concessions until the last possible moment, 
in the hope of making a better bargain. 


. Many ofthe blockages are linked to progress 
in the talks on farm trade. A breakthrough 
there would work wonders. If, in contrast, 


the present impasse on agriculture contin- 

ues, the Uruguay Round will be in trouble. 
Mr Arthur Dunkel, director-general of 

the GATT and chaitman of the TNC, will 


need all his diplomatic and political skills to. 


keep the show on the road next week. On 14 
of the 15 issues he will be trying to galvanise 
negotiators into settling as many differences 
as possible. On agriculture his objective is to 
coax. America and the EC out of their ideo- 
logical trenches on to the more productive 
battleground of specific reductions in agri- 
cultural support and protection. 

Mr Dunkel hopes at all costs to avoid a 
rerun of the stale arguments left over from 
the Houston summit. America must accept 
that it will not get its way this time round on 
scrapping virtually all assistance to farming, 


or even the export subsidies which are a key. 


component of EC farm policy. The EC says it 


is prepared to negotiate “substantial and. 
prep 


progressive" reductions in farm support. It 





must spell out just what that means. 
. Mr Aart de Zeeuw, the Dutch chairman 
of the agriculture group, has drawn up a bar- 


` gaining framework. It calls for agreement to 


make specific offers to cut farm support by a 


given date—October Ist, Mr de Zeeuw sug- 


gests, though GATT officials would like an 
earlier date. If the negotiators do not agree 
even to that, the odds on the Uruguay 
Round failing will rise steeply. 


je impossible to judge what kind of 


3 i i farm trade deal may be in the offing—and 
strait Tiered with deals on the siis nd 


how acceptable it might be to America and 
others, notably the 13-strong Cairns Group 


- of agricultural exporters. Latin American 
= ^ "Cairns members brought the mid-term re- 

No . view. of the Uruguay Round in December. 
..1988 to. grind ing | bait o over. farmerade re- 


: ntil the EC spells out its intentions, it. 


the bud is rant w A 









(uA think it necessary. |. ^ 3 
“The Community illi move on agricul- 
ture," says one top EC negotiator in Geneva, 
predicting an outcome for the Uruguay 
Round as a whole somewhere between “tol- 
erable" and "pretty good". America and its 
allies will clearly not get the farm-trade deal 
they want; it remains to be seen whether 
they will be offered one they can live with. 
" MODO q^ 


Occidental Petroleum 


Burdened 


CCIDENTAL Petroleum is in trouble. 

The two industries on which the firm 
depends for more than half of its $20 billion 
sales—chemicals and energy—are both de- _ 
pressed. Even when chemicals were boom- gm 
ing, during the five years to 1989, near half" 
of Occidental’s pre-tax profit came from 
gains of $1.8 billion on asset sales. Now the 
firm has not only to meet interest payments 
(amounting to nearly 40% of operating 
profit) on its $8.2 billion of long-term debt, 
it must also keep paying generous dividends 
to keep its shareholders sweet. Despite. the 
determination of Oxy's nonagenarian chair- 
man, Dr Armand Hammer, to keep his firm 
in one piece, more asset sales seem likely. 

In many ways the company is perform- 
ing well. Its ability to find oil more cheaply 
than most of its rivals remains intact. Its 
bulk-chemicals business which, since it 
bought Cain Chemical and the bulk-chemi- 
cal interests of Diamond Shamrock in the 
late 1980s, has supplied much of its profits, 
is better run than many competitors. With 
sales of more than $9 billion last year, the 
company's meat-packaging business, IBP, 
stayed in the black when many of its rivals 


lost money. @ 

.. The problem lies with Occidental’s fi- 
nances. The technique that Dr Hammer 
used to turn a near-bankrupt oil-exploration 
company into a multinational with sales of 
$20 billion a year has left it struggling to 
meet its obligations to banks and sharehold- 
ers alike. Dr Hammer is no oilman: his for- 
tune came from selling alcoholic drinks, art 
and cattle. When he lent Occidental the 
cash to prospect for oil in the late 1950s, it 
struck lucky. Dr Hammer then bought out 
his debtor and used its booming share price 
to raise cheap capital. This he reinvested in 
the business, then waited for the next boom 
and did the same again. 


This patente > his diluted his stake i in 
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rating cellular telephone systems, worldwide, is our business. 
When you need experience, ours is yours. 
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Millicom incorporated is a diversified — Comvik International is a member _ 
international communications Lo company of the Swadish investment 


























company with interests in cellular = ^ group Kinnevik, which is active within 
“telephones, alphanumeric paging, —  thepaper steel, engineering, 





Team uy 


An AS/A00 gives your 4 
PCs the power | 
of teamwork. 





















Individual PCs help the individuals 
in your group. An AS/400" from IBM 
can help turn them into a team. 

An AS/400 does more than link 

your PCs — it manages them. 

It gives everyone on your 
team access to customer 
lists, billing information, 

documents and other vital 
records. And it helps you get the 
whole picture of your business. An 
AS/400 lets you build on your investment in 

PCs, but takes you much further. In addition 

to the PC productivity software you already 

use, you can choose from a growing catalog 
of over five thousand industry-specific 

AS/400 solutions — solutions that give you 

a competitive edge. 

If you’ve got a few PCs scattered around 
the office, an IBM AS/400 is the powerful and 
affordable way to get them all working 








together as a team. = — = 
[ METUIT uec cO hE B 
| We'd like to send you a free Peter Hackett | 
informative brochure IBM World Trade Asia | 
| showing how an AS/400 can Corporation | 
| help your PCs work together Advertising/Promotion Centre | 
| we team. To get yours, clip Level 32, One Pacific Place zl 
| your business card to this 88 Queensway, Hong Kong SI 
| coupon and send it to: z| 
| d 
|——————— | 


AS/400 is a trademark of IBM Corporation. 
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at might be: cut to about 800 





THAT goal seems uninspiring, there 
À isa more cheerful way to look at what 
di might be achieved. In.1985 (the most re- 
| cent year for which useful data can be 
- gathered), the 1.1 billion people reckoned 
by the. World Bank to be "in poverty" 
made up a third of the developing world's 
population. If, as the Bank's report ar- 
. gues, the headcount can be cut to 800m 
by 2000; the incidence of poverty would 
fall dramatically, to 18%. In other words, 
against a background of growing popula- 
tions, the right measures can quickly and 
" substantially reduce the probability that 
any given person in the third world will be 
condemned toa life of acute deprivation. 
If that is not an inspiring aim, it certainly . 
ought to be. | 
— First, though, what does the report 
mean by "poverty"? The idea has two 
broad elements. One of these is reason- ` 
ably objective: if you lack the wherewithal 
to buy a minimum standard of nutrition, 
you are in poverty. The other element is 
more subjective: if you cannot afford basic 
goods that are widely regarded as necessi- 
ties, you are in poverty. In some countries, 
you are poor if you cannot afford indoor 
plumbing; in others, plumbing is a luxury. 
Reflecting these uncertainties, the re- 
port uses different and sometimes coun- 
try-specific measures of poverty. To arrive 
at its estimate of global poverty, however, 
< it draws a single poverty line of $370 per 
- person a year (at 1985 prices). On this def- 
) inition, more than half of the world's poor 
~ live in South Asia—and well over one- 
third of them in India alone (see chart). 
© The report's prescriptions fall under 
two main headings: 
@ Create new economic opportunities for 
- the poor. Since the poor's main source of 
' income is what they are paid for their la- 
|. Bour, this means promoting labour-inten- 
ive economic growth. 
| @ Equip the poor to grasp these opportu- 
^mities. This calls for adequate provision of 
' basic social services such as primary edu- 
~ cation, health care and family planning. 
This two-part strategy may seem obvi- 
ous, but the Bank argues that implement- 
ing it will call for new thinking among aid 
donors and third-world governments, and 
d offers much advice to both. The hardest 
- part, you might think, is to embark on an 













*Clive Crook, our Economics Editor, was seconded to 
the team that produced the report. 
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ambitious anti-poverty programme at a 
time when many déveloping-country gov- 
ernments are struggling to restore macro- 
economic stability and/or service heavy 


- foreign debts. This means, in turn, that 


they are having to contain or reduce pub- 


lic spending and borrowing. ` 


Also, one of the most damaging eco- 


nomic distortions in many developing. 
countries is excessive taxation of farming; 
this hits the very part of the economy 


upon which most of the poór depend for 


their livelihood. How can governments | 
lower taxes on farming, and thus spur la- 
bour-intensive growth, when squeezing 
public borrowing remains a priority? The. 
special difficulties of protecting the poor 


during periods of macroeconomic duress 


area new theme in this year's report. Even 


in a tricky economic climate, the Bank ar- 
gues, a great deal can be done. 


A crucial point is that much: public 
; spending in developing countries (as, no 
doubt, in developed countries) misses its 
| supposed target by a wide margin. With 
- less but better-targeted spending, govern- 
- ments could offer more help to the poor 


and balance their books at the same time. 
Almost everywhere, the better-off are 


first in the queue for state-provided ser- 


vices. In East Asia, 7996 of the people 
were above the Bank' s poverty line in 
1985; the region's  primary-school 
enrolment rate was 9696, implying that 
the education, system was reaching most 


poor children. In sub-Saharan (ie, black) 


Africa in 1985, 53% of the people were 


' above the Bank's poverty line; but the pri- 
 mary-school enrolment rate was barely 


higher, at 5696, suggesting that hardly any 


of the poorest children were benefiting. 
Higher-than-primary levels of education 


are consumed almost exclusively by the 
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‘could then be used for spending tha 
really would help the poor—like bette 


growth hurts the poor—a claim since xus 
proved by the success of the East Asian. 


the well-being of the poor, but between. 
the poor and the not-poor. 


-in those countries want it that way, 
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Helpir g the poorest of the poor 






middle classes and their bosses. 
Corresponding figures for health ca 
imply that the poor are at an even great 
disadvantage, not just in Africa. For the 
developing countries as a whole, two- 
thirds of the people are above the poverty 
line, but only 58% of children have been 
immunised. In other words, the poor ar 
unlikely to be receiving much if any bene 
fit from this form of health-care spendir 
And health care has its counterpart to 
ondary or university education: the free 
hospital visit. Hospitals are massively ex 
pensive to provide, and by and large do 
not help the poor at all. 
It might, at first sight, seem crazy to. 
gue that fees for education and hospi 
care are a good way to help the poor. 
developing countries, however, they can 
indeed serve that purpose. If govern: 
recovered the cost of higher educa 
and hospital health-care from consumers 
they would not be hurting the poor, be- 
cause the poor never set foot in universi 
ties and hospitals. The revenue raise 








































































provision of cheap primary education and 
village health-posts. 
Tt used:to be claimed that economi 


dragons. Labour-intensive growth help 
the poor, rest assured. However, gove 
ments do have a trade-off to wrestl 
with—not between overall growth and: 


Restraining public spending. wlide 
helping the poor Vier making the mid- 
dle classes worse off, at least initially. Pro- 
the tax burdens on idem m ihe. 
towns has the same effect. In most devel 
oping countries governments take grea 
care to protect the urban middle class 
which is vocal and organised. Sadly, if thi 
poor stay poor in the developing coun 
tries, it will often be because the less-poo 
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*d away fromoil. ' | 
. Occidental can no longer ride 








H regardless of performance. Last year’s 


hare reached only $1.03. 

Why worry so much about a high share 
rice? One reason is that Oxy is a conglom- 
ate: it will escape being broken up only as 
ng as that remains an expensive proposi- 
. Second, its debt mountain means that 
continues to rely on new share issues to 
ise money (for, say, new acquisitions like a 
imoured purchase of European Vinyls, the 
lastics joint venture between ICI and 
nimont). It has raised $3.2 billion from sell- 
ig shares over the past five years. —— 
With the oil price set to remain de- 
(this month's rally notwithstanding) 
the chemicals business (which provided 
ompany with three-quarters of its net 
last year) set for recession, Occidental 
eing squeezed hard. Last month Stan- 












d tal will remain stretched unless it makes 
a major asset sale”. 


a Another industry observer suggests that 
Occidental’s high-debt, high-dividend strat- 





$5. 90 per share cash flow after it has forked 


Smi le, or else 


N OPEC's oil-ministersarrive in 
/ Geneva for their mid-year meeting 
son j July 26th, they will have the satisfac- 
-tion of knowing that a deal has already 
been all but sewn up. Both the United 
Arab Emirates (UAE) and Kuwait say they 
will curb the flagrant over-production 
that has undermined the cartel's at- 


years. Ás usual, OPEC's promises of re- 


fallen by over $6 from early January's $22 
‘a barrel, the price of Brent crude—the 


-barrel on the news. That will put OPEC 
ministers in a good mood, since each $1 


$3.5 billion a year to their coffers. 





‘oil exports) and Saudi Arabia (eager to 
reassert its now-lost t shone. on the 





| inthe business=tet alone provide $1. 8 bil- 
om, for it is over. So it has chosen tosus- lion to buy European Vinyls. 


in its share price by paying out a large divi- | 


vidend per share was $2.50; earnings per 


à d & Poor's lowered its rating for the 
n's debt. Mr Bob Weiss, an. analyst with. 
-credit-rating agency, says that Occi- 


amounts to an “unsustainable way of | 
ning a company”. Its oil and chemicals 
businesses are capital-intensive, yet it is not- 

ear whether what remains of Occidental’s 


tempts to raise prices over the past few 


straint have perked up prices: having k 
“marker for world prices—rose by $3 a ` 


rise in the price of a barrel adds some _ 


.  OPEC's euphoria is likely to be short- 

lived. Kuwait and the UAE are acting um 
"der duress, not self-interest. Iran and 
Iraq (desperate to earn more from their - 








One solution may be for Occidental to 
sell its 5196 stake in its meat-processing com- 
pany. That could raise $600m or so. Accord- 
ing to Mr Zoltan Merszei, once one of Dr 
Hammer's heirs apparent, Dr Hammer (be- 
ing an old cattleman) has always been un- 
willing to do this. Mr Merszei left Occi- 
dental after being "cast aside" in 1986. Dr 
Hammer has said of his lieutenants that 
"the trouble with most of them is that they 
couldn't wait for me to die." His newest suc- 
cessor-in-waiting is Mr Ray Irani. Neither he 
nor Dr Hammer would talk to The Econo- 
mist. But, according to Mr Merszei, Mr Irani 


is well and truly in control of Occidental. If 


so, it may be time for him to show a bit of 
impatience and prove it. 





America's corporate flag-waving 


Rednecks redux 


MEM YORK 


NOMPANIES are now following the lead 


Me of the American industry lobbyists : 
who have for years whipped up patriotic fer- 


vour (and sometimes xenophobia) in an ef- 
fort to win friends and influence people. An 
ugly classic of its kind is the advertisement 
plugging nuclear power that is currently be- 
ing placed in American magazines by the 


two mavericks to toe the OPEC line. 


Kuwait and the UAE still believe, how- 
ever, that their quotas of 1.5m barrels a 
day are unfairly small, given the size of | 
their oil reserves. Moreover, according 
to Mr John Toalster, an analyst with Se- 
curity Pacific Hoare Govett, both are 
happy to live with oil at $15-18 a barrel. 


_ As long as the other OPEC producers suc- 


ceed in pushing the oil price up, Kuwait's 
and the UAE's motives for overproducing 
remain as strong as ever. | 
For now, threats and a desire to lie 
low will keep Kuwait, which is uncom- 
fortably close to Iraq, and the UAE to | 
their word. But according to Mr Vahan 
Zanoyan, of the Petroleum Finance 


Company, a consultancy, OPEC’s disci- 
pline is unlikely to last for more than a 


couple of months. Worse for the cartel, 





‘there is plenty of non-OPEC production 
waiting to come on stream if oil goes 


above $20 a barrel. Like most countries, 


_ Kuwait and the UAE do not enjoy being 
A bullied. They will bend to their neigh- 
s bours" will only for as long as they must. 







_ blatant and even more controversial. b 
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Snake-oil salesmen, pen 

















































United. States Council for Energy Aware- 
ness. Beneath a sketch of a grinning rattle- 
snake whose body is made from barrels la- 
belled ' ‘foreign oil” comes the rhetorical 
question: “The kiss of death?" The flag-wav- 


ing campaigns of American firms are just: q 


ron 





To buy Japanese goods is unAmeri- 
can is the theme of a slew of ads that are 
agitating Japanese diplomats and organisa- 
tions like the Japan Society which seek to 


promote friendship between Japan and 


America..An anti-Japanese campaign by a 
posse of Bell telephone-operating compa- 
nies was cancelled after protests from the 
Japanese embassy. The Baby Bells’ would-be 
message? “First it was consumer electronics. 
Then it was the automobile industry. Is our 
telecommunications industry next?” 

Even cruder anti-Japanese television 
commercials are being aired by car dealers. 
Tri-State Oldsmobile Dealers is behind an 
ad for the Cutlass Ciera that harps on the 
fact that American men are taller than Japa- 
nese men: "That's why our car is built for 
our size families, not theirs.” 

New York dealers for Pontiac, another 
GM car, are running an ad which fans resent- 
ment against Mitsubishi Estate's purcha 
1989 of a 51% interest in the Rockefell: 
Centre, a cluster of tall buildings in mid- 
town Manhattan where a giant Christmas 





tree is erected each year. A futurologist says 


glumly: “It’s December, and the whole fam- 
ily's going to see the big Christmas tree at 
Hirohito Centre." After a pause, he adds: 
“Go on. Keep buying Japanese cars.” 
Portraying American companies as mis- 
sionaries for capitalism is another tack. 
Ads by General Electric, whose annual sales 
of $55 billion make it America’s fifth-largest 
industrial company, try to present its $150m 
purchase of a 50% stake in Tungsram, a 


Hungarian. lighting-equipment company, as 


a philan hropic investment in Eastern Es 


rope where "Freedom. vis all that. matters. 


Freedom is everything.” 

. Over a scene of ds and handles 
lighting up Hungary and adorable Hungar- 
ian children, courting couples and so on, a 
voice coos: "At GE we are proud to play even 
a small part in helping the Hungarian p per 











-ple build what promises to. be a truly bril- 
liant future." The real reasons for GE's in- 
‘vestment are never mentioned: to stop 
Tungsram from under-cutting GE in the 
American market and to provide GE with a 
low-cost competitor in Europe to Holland's. 
1 to Osram, a firm jointly owned: 
mens and Thorn ML. - | 
ence by association is the 
| being made against a $60m, two-year, 
;printand-Tv campaign by Philip Morris, 
America's biggest cigarette maker, to cele- 














-brate the 200th anniversary of Ametica’ so 


Bill of Rights in 1991. It features the photo- 
graph of a heroic figure alongside quota- 
tions from that person praising the Bill of 
Rights. Those featured include Mr Lech. 
‘Walesa, the Polish union leader, and Mr Ev- 
erett Alvarez, an American navy pilot held. 









F EVERY quarter we publish 
an updated version of the ta- 
ble below. It shows forecasts 
of the change in net com- 
pany profits between 1989 and 1990 for 
over 7,000 firms, analysed across seven 
business sectors and 15 countries. The 
forecasts are the average guesses of some 
2,500 analysts at 150 investment firms, as 
| compiled by the Institutional Brokers Es- 
-timate System (IBES) of Lynch, Jones & 
Ryan, a subsidiary of Citicotp. 
The figures are continuously updated; 
. this table shows the position on July 7th. 
(Our last look at the figures was in April.) 
Forecasts for “1990” include the after-tax 
earnings of firms whose financial year 
starts between June 1989 and May 1990. 
` For each country the percentage change is 
i measured in local currency; the sector to- 
@ tals (and the overall total) are based on 
d dollar equivalents. 
| - Since April IBES's massed —€— have 
de cut their forecast of the profits increase 
] for our entire sample from 16.4% to 
13.2%. Overall, they are more optimistic 
| about just one sector—technology— 
|] which they now expect to report 30.476 























> 29.9% in April). The analysts forecast 


< time in only four countries—Hongkong, 
| Italy, Spain pu Switzerland. . 
P Japan's stockmarket slump earlier this 
d eat, along with rising interest rates, has 
shaken confidence there: despite the mar- 
ket's revival, the consensus forecast for all 
1 Japanese firms has fallen to 4.6%, down 
|. from 8.0% in April. But Japanese firms 
{| are still investing heavily, so IBES's analysts 
| have raised their sights for the capital- 
goods sector from 9.696 to 10.796. But 


while Japan's finance sector was expected 







says a spokesman for the association, 
symbol of freedom, independence and anti- | 
communism, and P m sure Philip Morris is 
hoping some of the admiration we have for. 


higher profits than in 1989 (up from - 


overall profitability to be higher than last 


n ———————————— RR ERE 


' » graves. Confederate and Union bet 


for eight years by the North Vietnamese. 
The American Cancer Society sees the 
Philip Morris campaign as a ruse to circum- 
vent a law that prohibits the advertisement 
of cigarettes on television. "Lech Walesa’, 
“is a 


him will rub off on themselves.” 


. - A similiar super-patriotic ad from Gen- 
eral Dynamics, America’s second-biggest de- - 
fence contractor, has provoked more mirth 


than indignation. In a Memorial Day plug 
for "a strong company for a strong coun- 


try’, it remembers, with glutinous senti- - 


mentality, how even before the end of the 
American civil war “women in the South 
had begun placing flowers on the soldiers’ 


od (and gloomy) in parts 





to improve its profits by 8.0% in iis a 
2.8% decline is now forecast. — 

The table is useful as a broad guide t to 
expectations, but be wary of individual 
entries. France's technology sector is fore- 
cast to see a 1,65196 rise in profits. It con- 
tains just ten firms; however—and two of 
the biggest, Machines Bull and Sedri, are 
expected to reverse 1989's hefty losses. 
That inflates the sector's growth. 

Canada is still forecast to see the fast- 
est profits growth—a position it has held 
all year. Even there, however, analysts are 


Company net profits, analysts forecasts for 1990, % change | over 1989 


| TEE 
goods & 
services 


Basic 
industriest 


Capital 
goods 
Country 


Australia 
Canada 
Denmark: 


132. | 





France 


EI EE 


W Germany 


Holland 
Hongkong 
Italy 
Japan 

S. Africa 











Switzerland 
UK 
USA 


Total 
Source: IBES . 





. embarrassment General Motors feels 


_ dealers, Without mentioning anybod 


becoming more pessimistic: in April they 


© to soar by a third; now a more-modest i in- 
crease of 21.5% is forecast. 


forecast to see profits race up by 78.496 in 


tempered by IBES's findings that, over the 
past nine years, analysts covering Ameri- 


casts by some 4% as the year progresses—. 


Energy ! 





























irreverent executive at a rival defence 
pany wonders how many corpses hav 
produced by General Dynamics ~ 
hardware since then. 

Even if it were desirable, official ce 
ship of the most aggressive of these 
would probably be ruled unconstitution 
The best hope is that the perpetrator 
such nonsense will begin to share the so 


the advertising excesses of its indepe 


name, GM's head of advertising, Mr- 
Guarascio, has pointedly said: “Con 
needs tend to be positive in nature, no 
ative. To the degree that you vary from à 
you run risks." 
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expected its overall corporate profitabilit 


America is still in second place, with; 
an expected 18.8% rise in profits—down. 
from 22.596 in April. Its finance sector is 


1990, mainly because 1989 was so bad. 
Analysts are gloomier about America’s 
basic-industries sector (which includes 
firms like Du Pont and Alcan). In January. 
they expected profits to fall by 5.896 chis 


year; they now expect a 14.596 tumble. 
The gathering 1990 gloom should be 


can firms have tended to lower their fore- 


and as optimism gives way to realism. 


-Sector 


Finance Tech- 


nology 


Transport — Total - 
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never; environme 
plastics cause 


QYNCE they were first discovered in the 
WJ 1930s, plastics have wheedled their way 
into almost every consumer product. In 
1989 the world consumed 120m tonnes of 
polyvinyl chloride (pvc), polystyrene, poly- 
propylene and polyethylene, plus a further 
TIm tonnes of nylon, acrylics and polyester. 
In 1960 there was little or no plastic in a car; 
now each contains an average of 120 kilo- 
grammes. Though consumption is merely 
growing in line with GNP, compared with 
three or four times that rate in the 1970s, 
- chemicals companies have continued to see 
plastics as a reliable generator of cash. This 
happy situation may not last. ` 


- of plastics is short: for 20% of plastics it is 
' less than one year; for a further 35% it is 
under ten years. Once made, plastics are 
- quite safe; during their manufacture, how- 
ever, dangerous chemicals are used (lots of 
chlorine, for instance, is used to make Pvc). 
Chlorofluorocarbons, the chemicals that 
punch holes in the ozone layer, are still used 
in the manufacture of most polystyrene 
foams. Some dyes that are used to colour 
plastics are poisonous. Disposal creates 
toblems, too. When pvc burns, toxic 
dioxins are released into the atmosphere. 

According to Mr Vince Matthews, head 
f the newly formed (and industry-financed) 
Plastics Waste Management Institute in 
Brussels, plastics are less environmentally 
costly ria the materials that would have to 
replace them. Shopping bags made from pa- 
st have to be tough and are usually made 
'om virgin wood rather than recycled pa- 
er. Without plastics, suggests West Germa- 
y's Society for Research into the Packaging 
Market in an industry-financed study, the 


the amount of energy consumed if, say, pa- 

per packaging were used instead. 
If all synthetic fibre had to be replaced 
y, say, woo, the. extra land required to sup- 
tional sheep would be twice the 








Plastics are hated by environmentalists f 
because the stuff lingers around long after 
- its job has been done. Yet the useful lifetime 


cost of packaging would double. So would. 


su as PVC seem irre- : m. 


Flexible, but u nfriendly 


The world’s $200-billion-a-year plastics industry is in a bind. Technol ; 
cal innovations are making plastics and other new materials more use 
| ntalists are more than ever convinced of the harm = 








A lingering legacy 


placeable. PVC is versatile and is easily mixed - 


with other ingredients. Because of this it can 
be turned into things like blister packs or 
problem-free lightweight window frames. 
Environmentalists maintain that the 
harm plastics do outweighs their worth, and 
have been lobbying hard against their use, 
with some success. Industry. doomsayers 
thus believe that: 
@ The popularity of plastics will decline 
sharply. Denmark’s environment minister 
wants to get rid of pvc altogether. Retailers 
in Holland have boycotted pvc in packag- 
ing, while the federal ministry for the envi- 
ronment in West Germany wants to restrict 
the use of all plastic packaging. Switzerland 
and Austria are considering banning the use 
of those disposable goods which have a 
short useful lifetime. Italy has introduced a 
tax of 100 lire (8 cents) on every non-biode- 
gradable plastic bag and an “ecological tax”, 
incorporated into its 1990 finance act, is to 


_ be imposed on the production of plastics, In | 
most countries it is becoming harder to get 











new plssrias plants approved. 

e More plastics will have be recycled. In 
America, er example, laws requíring this 
have been enacted in several states. At 
present only tiny amounts of plastics are re- 
cycled: no more than 2-396 of all plastics 


consumed each year in America, and less 


than 196 in Western Europe. 

Recycling plastics is not easy. Even il 
they are collected from consumers they must 
first be separated from one another, because 
products cannot be remade from a cocktail 
of plastics. Because of fears about impurities, 
regulators insist that recycled plastics can 
not be reused in any item that brings tl 
into contact with food (though Good 
and Eastman Chemical are trying to devise 2 
plastic-bottle recycling process to satisfy 
America's Food and Drug Administration). 
But according to DeWitt, an American con 
sultancy, recycling plastics costs some 3C 
cents a lb. That leaves little margin fot 
profit: virgin plastics (which are of higher 
quality) sell for around 40 cents a lb—anc 
prices may fall if demand flags. 

In May BASF, Bayer and Hoechst, three 
of the world’s biggest chemicals companies 
formed a joint venture to promote the recy 
cling of plastic waste. And in America 
Waste Management, a garbage company, i: 
to collect plastics in addition to the othe: 
recyclable materials it is already collecting 
which will be sold to Du Pont for recycling 
into things like traffic signs. North Ameri 
can Plastics Recycling, a joint venture be 
tween Dow Chemical and Domtar, a Cana 
dian pulp and paper group, aims to recycle 
and process 600m soft-drink and milk « 
tainers a year. America’s B.F. Goodrich i 
take vinyl separated from other plastics anc 
recycle it for use in car parts. 

@ Alternative methods of disposal will have 
to be found. The number of burial site: 
(landfills) available for disposing of garbage 
is declining everywhere—in America, wher: 
85% of plastics is still buried, the number o 
sites has fallen from 18,000 in 1985 to ar 
estimated 4,500 in 1990. One option is tc 
make plastics biodegradable. But thougl 
biodegradable plastics appear to decom 
pose, many still hang around in the form o 
a microscopic dust. Often sunlight is re 
quired for the process, which can tal« 
months. DeWitt reckons that if all plastic: 


produced were incinerated it would provide 


enough energy to light every home and of 
fice. Governments are, however, reluctan 
to approve new incineration plants becaust 
of the atmospheric pollution they cause. 
The picture appears gloomy: green con 


cerns will drive down the overall demand fo 
virgin plastics, where most of the money i 








made, as well as promoting the increased use 
of extra recycled material. The industry's 
costs will rise because of new taxes and 
money spent on recycling. All this could 
force a further—and massive—round of re- 
trenchment. One straw in the wind is specu- 
lation that ICI is to sell its stake in European 
Vinyls, Europe's biggest PVC producer. If it 
company which was once the world's 
ipplier of plastics will in effect have 
it of the business. 

-< SAH this suggests that the latest genera- 
s: tion of high-tech plastics will not expand the 
“overall market, but will instead increasingly 
be used to make high-value-added compo- 
nents in industries like carmaking and aero- 
space. That offers the plastics industry a 
_solid future, but not the high-volume one it 
- once confidently hoped for. 










VEN back in the 19305, scientists real- 

ised that plastics would one day be 
made stiffer and stronger than steel or ce- 
ramics. They even knew, in principle, how 
it could be done: by aligning plastics' con- 
voluted chains of molecules into regular 

: parallel arrangements (just as fleece is 
. spun and turned into stronger yarn). Such 
"orientated plastics", which are relatively 
lightweight and resistant to chemical sol- 
vents, could be put to all sorts of uses. 
They could make the bodies of cars and 
aircraft. Some of them.conduct electricity 


. and light, so they might replace ordinary - 


|. copper wires and glass. 

J| Such, at least, was the theory; for a 
b long time, however, nobody could work 
"T" out how actually to align the molecules. 
Then in 1965 Du Pont took polyaramid 
plastics, which have the unusual property 
|| that when they are dissolved in a solvent 
“|. they form highly organised liquid crystals. 
"J^ The solution is pushed through a tube, 
|| the solvent extracted and an orientated fi- 
] -bre is formed. The result was Kevlar, 
|. launched in 1972 and initially used to re- 
d. place steel cord in tyres. Only thin parts, 
j| however, can be made from Kevlar be- 
cause the solvent is hard to remove. Car- 
borundum, an American chemicals firm 
which is now part of Amoco, then man- 
|. aged to avoid using solvents by turning to 

biphenol-based plastics. 
Meanwhile Dr lan Ward of Leeds Uni- 
-J| versity discovered how to make orientated 
d polyethylene by "drawing" melted and 





spun polyethylene yarn. DSM, a Dutch 
chemicals firm, independently developed 
a process which spun high-molecular- 





fig king plastics perform 
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i The wonders that science has worked with plastics have made little i im- 
pact on the profits of chemicals companies—so far. | ET s 





weight E into a fre ada | at 


“before being drawn. In 1986 it launched 
. Dyneema, a'rival to Kevlar, for use in ca- 
- bles and ropės. < 

Further research at uen in the mid- 
.. 1980s demonstrated that. the principle of 
_ drawing fibres could also be applied on a 








-grander scale to" make tubes, rods and 
- sheets. The molecules can be orientated 
not only along the. length of the rod but — 


also around its circumference. Dr Ward 
_ says that the process could be used to 


make gas piping which will be less leaky 


and less liable to crack than the p present 
"i generation: of plastic pipes.. > . 
.. . Kevlar and Dyneema are oiga and 
| stiffer’ than many aluminium and glass-fi- 


bre composites, but are still less stiff than 
steel. High-tech plastics have other draw- 
_ backs, too. Consider their use as glass-fi- 


bre substitutes: in 1979 Dr Toshikuni 
Kaino, who was then at Japan’s telecoms 
giant NTT, worked out how to make poly- 
styrene and other related fibres that trans- 
mit light. Unfortunately, much more light 
escapes from plastic fibres than from glass 


ones. Highly orientated plastic fibres are 
poorer at transmitting light; those which 


have no orientation are unusably weak. 
Tinkering has helped: by adda. deute- 


rium to its potion, Mitsubishi Rayon has 


managed to double the distance that light 
travels along its Eska plastic optical fibres 
to 300 metres. But glass fibres can trans- 
mit light up to 900 kilometres. | 

So for the foreseeable future plastic fi- 
bres will be used only for transmission 
over short distances. This would still be 


useful to help build "smart" cars, where 





j Plastics consumption 
by lifetime * of total volume 
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Over 10 years 


_of car dashboards. 


mixed with other materials they. ca 


fancy uses. Neste, a Finnish firm, and t 


7 these Projects will pay off soon. 
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information networks dardima elec 
tronic tasks. Plastics would work bette 
here than copper wires, which transmi 
information slowly and are heavy, or thai 
glass fibres, which use light to transmit in 
formation rapidly, but are brittle and so. 
harder to bend to the shapes in a car. 
There is one snag: plastic fibres can only: 
resist temperatures of up to 85°C; in a hot. 
engine compartment they need to with- 
stand temperatures of 140°C. So, to date 
they have only been used in the circuitr 











































Orientated plastics still account for. 
small fraction of world sales of plastics 
The prospects for other new plastics seem 
-imited too. According to ICI, plastics con: 
structed from ' ‘thermotropic” liquid erys- 
tals could. be used to make printed-circuit. 
boards (metal can be soldered on to. th 
plastic, which also has the useful propert 
of expanding at the same rate as meta 
when electrical circuits heat up) but th 
could not be used for much el ; 
raw-material costs are too hig! 
wider applications. Dyneema 
highly drawn fibres could be t: 
specialised markets: for example, 


made into crash helmets. 
Conductive plastics also promise af 


University of California at Santa Barb: 
are looking at polyalkylthiophene plas 

which could be used to coat bombe 
planes so that they absorb. electro 
netic radiation and so avoid detection. 
1979 Dr Jim Feast of the University 
Durham found a way to process poly 
acetylene. The method was patented b 
BP. Dr Richard Friend, of Cavendish Lak 
oratories in Cambridge, England, is tryin: 
to make organic superconductors out 
the stuff. But nobody believes that any n 
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THE FUTURE OF PLASTICS 


onip, bake and glue 


Despite the growi 
factories beyond recognition 

EW materials have been threatening to 

ease metal out of manufacturing indus- 
try for decades. Until recently, the transi- 
tion has been slow and tedious. Fiddly and 
costly production techniques have limited 
their use to low-volume, expensive products 
or peripheral components. 

Carbon-fibre composites turn up in golf 
clubs, formula-one racing cars and aircraft 
wingflaps. These have been welcomed by 
golfers, racing-car drivers and those who 
flap about wingflaps, but have not consti- 
tuted a long-heralded manufacturing revolu- 
tion. In the 1990s the revolution will almost 
certainly come. Suppliers are developing ad- 
vanced materials and production processes 
better suited to mass manufacturing. Com- 
panies are discovering that abandoning 
metal makes a host of new products possi- 
ble; awkwardly, the change also requires an 
overhaul of the organisation and manage- 
ment of their factories. 

Most of the new materials are compos- 
ites—mixtures of plastic, resin, ceramics 
and powdered metals, reinforced with fibres 
such as glass or carbon. Composites are 
lighter but stronger than metal; they are also 
rust-free. They can be moulded into shapes 
that would normally have to be welded or 
riveted together from a large number of 
metal components. 

The aerospace industrv shows what 
some factories of the future will look like. 
Westland Aerospace, a British subcon- 
tractor, has a state-of-the-art plant. Com- 
posite materials are cut into shapes, bonded 
over honeycomb cores and laid into moulds, 
sometimes in layers only one-hundredth of 
an inch thick. The work has to be carried 
out in special ultra-clean rooms. Dirt, dust 
and even hairs can fatally weaken and ruin a 


piece of moulded composite. The moulded 


bits are cured for several hours in machines 
that resemble giant ovens, called autoclaves. 
That sort of process suits manufactur- 
ing in small batches by workers organised 
into teams. 

In America, the aerospace industry is 
launching completely new types of aircraft 
built from composites. The v-22 Osprey, 
jointly developed for the American marines 
by Bell Helicopters and Boeing, can hover 
like a helicopter. If the pilot tilts the rotors 
on its wingtips, he can fly it like a propeller- 
driven aircraft. 

The Starship, built by America’s 
Beechcraft, is a futuristic eight-seater busi- 
ness aircraft with two “pusher” propeller 
engines at the rear. Its fuselage is made in 
two halves, baked in a giant autoclave and 


74 


wing environmental worries about plastics, composites are 
ing metal in a lengthening list of products. That could 


change today’s 


then bonded together. The principal tools 
used at Beechcraft’s factory in Wichita, Kan- 
sas, are scissors and hairdryers. The new 
skills required, coupled with a cleaner shop 
floor, have transformed Beechcraft’s busi- 
ness from what was previously a preserve of 
male jobs. About half the people building 
Starships are women. Some of the produc- 
tion equipment is borrowed from other in- 
dustries, especially textiles. A computerised 
machine, which Beechcraft uses to cut out 
patterns, is the same as a machine used to 
cut out jeans. 

The car industry is following aerospace 
into a wider use of plastics and composites, 
but more slowly. Some low-volume special- 
ity vehicles, like Renault's Espace or the 





Stir then stand back 


Chevrolet Corvette, already use a lot of 
composite body panels. But traditionalists 
say, probably rightly, that steel will continue 
to dominate in cars for at least another de- 
cade. Composites do not fit easily with the 
huge investment carmakers already have in 
metalworking facilities like stamping presses 
and robot welding lines. Faster, less labour- 
intensive composite moulding methods are 
needed for mass-produced vehicles. 

Such systems are now being developed. 
Various forms of injection moulding show 
promise. ECIA, a component manufacturer 
which is part of France's Peugeot group, has 
installed a moulding system which uses a 
plastic polyurea supplied by Britain's Ici. 
The company claims it can mass-mould 
body panels at speeds that rival steel stamp- 
ing. The panels withstand high tempera- 
tures, which means they can be sprayed and 
baked in conventional paint-shops. 





Two laboratories run by Japan’s Minis- 
try of International Trade and Industry are 
working on novel carbon-composite materi- 
als. They are co-operating with a number of 
Japanese firms, including Nippon Steel, 
Nippon Oil, Kobe Steel and Fuji Heavy In- 
dustries. Instead of hardening when heated, 
these composites soften—so they can be re- 
worked if damaged. 

Another Japanese firm, Tokai Carbon, 
claims to have developed a way of forging 
composites made from fibres of silicon car- 
bide and aluminium. This combination is 
extremely tough, but tricky to make into 
shapes. Tokai Carbon says its process will 
provide cheaper composite engine parts, as 
well as new materials for sporting goods. 

An attraction of composites is their abil- 
ity to "consolidate" a large number of parts 
into one moulded structure. This can allow 
huge savings to be made in final assembl 
costs. The composite tailfin on an Air 
A320 airliner means that the manufactu 
does not have to use hundreds of rivets to 
join together scores of individual aluminium 
components. Admittedly, this places an 
even bigger emphasis on thé successful in- 
troduction of "total quality" management. 
Companies will be less able to afford to 
scrap bigger, more valuable parts of a prod- 
uct because they have not been made cor- 
rectly the first time. 

The new composite technologies pro- 
vide new opportunities, and promise big 
changes, in the supply chain. Rockwell In- 
ternational, an American defence contrac- 
tor diversifying into the car business, sup- 
plies carmakers with pre-assembled 
sunroofs. Previously these would have been 
put together from individual components 
delivered to the car production-line. With 
composites, Rockwell is aiming to become a 
supplier of complete car roofs. Du Pont, an 
American chemicals giant, has built a co 
plete vehicle to demonstrate the potential 
its new materials. 

Makers and users of composite materi- 
als in manufacturing still have some prob- 
lems. One is that metals (like environmen- 
talists) are fighting back. Toyota claims that 
its new "flexible press system" can churn 
out steel car-panels in three operations in- 
stead of the usual five. That means Toyota 
can afford to make steel panels for low-vol- 
ume niche vehicles, like its new Sera car. 
Usually such vehicles would be a prime can- 
didate to be built from composites. 

[n the car industry, too, environmental 
concerns could prove the biggest threat. 
Companies will have to plan to recycle prod- 
ucts that no longer rot or rust away. West 
Germany's BMW, which hopes to produce a 
totally recyclable car by 2000, is studying the 
use of dismantling and recycling plants. A 
breakers yard could be a more profitable 
business to own in the twenty-first century 
than a luxury-car business. 
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N, on n Friday 13th, the Federal Re- 


Wall Street happily hoped that this might 
‘signal the peak in global rates and pave the 


way for a decline in bond yields, But Mr 


Alan Greenspan, the Fed’s chairman, damp- 
ened speculation that this was a prelude to 
interest-rate cuts—short of credible 
uts. And, indeed, the scope for 









not.only by America's underlying inflation 
rate, which is stuck at 412-596, but also by 
the country's need to attract foreign capital 
to meet its external deficit. 

With investors in today's global capital 
market free to roam in search of the best 
returns, real bond yields are determined 
more by global savings and investment 
flows than by domestic ones. Even if, 
as seems likely, America’s deficit is 
trimmed next year, higher bor- 
rowing elsewhere will ensure that 
bond yields around the world: 
stay high. - i 

Yet it was only last summer 
that bond dealers everywhere 
were worrying that the market 
for government bonds was about 
to dry up, largely because profli- 
gate governments seemed to be 
pning prudent. According to 
"DECD figures, governments in in- 
dustrial countries cut their bud- 
get deficits from an average of 
4.3% of their GDPs in 1983 to 
only 1 296 last year—the smallest 
proportion since 1974. Indeed, no 
fewer than 11 of the 24 OECD econo- 
mies either ran a budget surplus or were 
in broad balance in 1989. 

. Japan, West Germany and Britain all 
bad surpluses on their general-govern- 
ment budget balances last year (these in- 
clude central, state- and local-governments 
and social-security funds, but exclude such 
once-only revenues as privatisations). If 
Britain and Japan continued to run fiscal 
surpluses on last year's scale, their national 
debts would vanish shortly after the turn 
he century. Even America’s federal def- 
icit narrowed—from $221 billion in fiscal 
1986 to $152 billion in fiscal 1989. 
|. This partly explains why the average 
real long-term government-bond yield in 













i serve cut short-term. interest tates, - 


wer yields on: Treasury ‘bonds is limited - 


Fi ARLE LIES APES tr RODS 


bond famine to feast 


with a flood of money chasing a dwindling 
supply of new bonds, real bond yields could 
only head lower. 


Back to olden times 


ers have been forced to rip up their com- 
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puter forecasts. In most markets, die: 8 
of new government bonds looks set t 
: pand during the next couple of ye: 
“is good news for bond IHR less: so! 


‘Germanies’ unification is likely 
West Germany's federal governm 
rowing from DM20 billion ($11 billio 
- 1989 to DM80 billion in 1991. That « 


. push the general-government balance 


the five big economies fell from more dian : 
696 in 1983 to 32% last year. And so, ac- 


cording to last year's conventional wisdom, 
growing supply of bonds, of higher inf 


That was a year ago. Since then bond watch- 































rent investors. 
The new supply will come fron el 
quarters. For example, the cost of 


deficit to the tune of 2% of cpr. F 





and of expectations of higher privates 
capital requirements for- financing East 
many's reconstruction: all have alre 
pushed West German bond yields 
612% up to 9% in the past year. West 
many ’s rising yields, in turn, have pulle 
-up those in the rest of continent 

. Europe. 
Look, too, at Japan. That à coun- 

-o erys fiscal policy is also. likely to 
. become more expansionary. The 
government has promised. to 
spend ¥430 trillion ($3 trillion) 

in public works over the next ten 
years as part of its bilateral nego 
tiations with America. That i 

. crease in spending is likely to be 
financed by debt rather than by 
tax increases. It could amount i 

an increase in annual public in- 
vestment of up to 11296 of GDP. 
Other countries also. bel 

. the notion of a famine. Italy, th 
world’ s third cones issuet 


GDP. Meanwhile, Britain’ s e su 
is vanishing. In the three months to 
the British government had a defic 
£6.5 billion ($10.9 billion). Over the sa 
period last year it was actually p 
money back. The £7 billion surplus Ww 
the Treasury had pencilled, in- for 
whole of 1990 now looks fanciful.” 
the past quarter's deficit was to sor 
tent inflated by delays in the paym 
poll tax. Yet some economists are. 
that the government will be back in 
for the year as a whole. So the Bar 
England will have to start selling gilt-e 
stock again sooner than expected. 

Surely, at least, the fact that Presid 

. Bush's lips have stopped whistling th 
new-taxes pledge is good news fo 
can Treasury bonds? Not necessai 
result. of. a shortfall in. revenu 
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ft) bailout, Atenea 5 federal. deficit 

‘set to swell to almost $200 billion in 
urrent fiscal year (which ends in Sep- 
). Assuming no budget cuts, the defi- 
is forecast to grow to as much as $230 
on in fiscal 1991—or $169 billion if next 
'ar's slug of the thrift bail-out is excluded. 
Now, with tax increases on the agenda, 
the prospects for a cut in America's budget 
deficit next year have improved. Yet hear- 
ken to the man responsible for the budget. 
Mr Richard Darman, the budget director, 
argues that a cut of more than $50 billion 
next year would risk driving the economy 
into recession; any tax increase would be 
- of this $50 billion, not over and above 
it. A deficit, therefore, of close to $180 bil- 


E?CEW American industries have seen 
- such heady growth as that of the inde- 
pendent investment advisers. The coun- 
try s ranks of such advisers registered with 
“the Securities and Exchange Commission 
- (SEC) tripled in the 1980s to some 14,000. 
: The assets entrusted to their management 
rose from $440 billion in 1980 to $4.6 tril- 
iontoday. 
Yet not so fast. A $150 fee and a form 
- or two filled out is about all it takes to be- 
' come registered with the SEC as an invest- 
ment adviser. À bad disciplinary record 
" within the American securities industry 
- (always such a tigerish upholder of stan- 
. dards) might get your application 
~ stopped, though a criminal record would 
. not necessarily do so. 

They vast drei oF financial planners 


Central government bonds amount 


| yields on government bonds have al- 


lion next year hardly suggests a bond cause bd the country's higher rate of 


i savings that are being swindled away. Bad | 








Long-term government 
bond yields 


shortage. 

Put all this together, and the total net 
government borrowing in the world's big 
economies looks set to increase this year and 
next as a percentage of GDP for the first time 
since 1983. Any idea that real interest rates 
in the industrial world were abnormally 
high in the 1980s and would fall in 
the 1990s is thereby stymied. Real 


ready risen by an average of nearly 
two percentage points since last year. 
The next move is as likely to be up as 
down. . ! 
Another long-standing belief that 
has been swept away is that America’s 
nominal bond yields would stay 
above those in Europe and Japan be- 


SEC, but for every one that does as many 
as 20 or more do not. On some estimates 
America has almost 300,000 unregistered 
investment advisers, many of them ped- 
dling unwholesome dreams. 

Not surprisingly, when the sEC does 
get round to checking the investment ad- 
visers that are registered with it, it fre- 
quently finds things amiss. The commis- 
sion found faults at six out of every seven 
investment advisers that were examined 
in 1989, according to a report published 
on July 16th by Congress’s General Ac- 
counting Office (GAO). The SEC does not 
dispute its findings . 

In some cases, it is investors’ money 
that is amiss. The report estimates that 
Americans are being defrauded of at least 
$200m a year by their investment advis- 
ers. It is true that this is a relatively modest 
amount as a percentage of the total assets 
under management—unless it is your life 


far more. 





esta el yields at de end lof 1988 were 


-almost three percentage points higher than 


in West Germany and 4/5 points higher 
than in Japan, they have now fallen below 
those in West Germany. The gap with Japan 
has narrowed to just 11⁄4 percentage points. 

An analysis by Salomon Brothers shows 
that, using current or forecast measures of 
inflation, the real yield on American govern- 
ment bonds (496) is now below that in Japan 
(444%) and in continental Europe (6%). 
With fully mobile capital, real yields ought 
to be roughly equal in different markets. 
Does that mean that real American yields 
will therefore be dragged up towards those. 
prevailing in Germany’ 

To the extent that the rise in West Ger- 
many represents a true rise in real yields, the 
answer would be yes. Yet Salomon Brothers 
argues that West Germany's real-yield pre- 
mium over American bonds reflects mair 
the higher risk-premium demanded by i 
vestors as a result of heightened political 
and economic uncertainties. American 
bond yields may be saved from a further rise, 
bur don’t expect them to fall in a hurry. 









but legal advice probably costs Americans 


Three Democrat members of the 
House of Representatives, Mr Edward 
Markey of Massachusetts, Mr Rick Bou- 
cher of Virginia and Mr Dennis Eckart of 
Ohio, who initiated the GAO's study, 
point out that the scope for fraud and 
abuse can only grow. The trio have made 
a blistering attack on the sec for “doing 
more harm than good” in its oversight of 
investment advisers. 

Mr Boucher has introduced a bill for 
tougher registration and regulation of in- 
vestment advisers, and the House of Rep- 
resentatives finance committee held hear- 
ings on July 18th. The sec acknowledges 
its shortcomings in this field, but says it 
just does not have the resources for its 
monitoring of investment advisers to keep 
up with the explosive growth in their busi- 
ness. Last year, the SEC suggested handing 
the job over to a new self-regulatory 
agency, but the idea got nowhere. Mean- 
while caveat investor. _ 








The sound of bubbles bursting 


Taiwan's stockmarket investors, compulsive gamblers in a rigged ca- 


sino, are ona losing streak 


cH R LEE ZUEI-HO, chairman of the 
Ten Jen group, a Taiwan tea com- 
, is right to be miserable. His com- 
any y lias run up debts of NT$2 billion 
<1 ($74m), mainly because of the losses of its 
n stockbroking and investment subsidiar- 
jes. On July 14th a chastened Mr Lee said 
that he "would rather be a happy tea 
. dealer than a securities dealer.” Two days 
later he got his wish. The Taiwan Stock 
- Exchange ordered Ten Jen, one of the ex- 
. change's top ten brokers, to cease trading 
because it had lost NT$540m of bank de- 
. posit certificates and "couldn't explain 
m where the money was." The market’s reac- 
A. further 2.1% fall in the Taipei 
stockmarket index in a slide that has now 
lasted for five months. | 
. . Given the steepness of the slide, the 
Surprise is that more brokers have - 
> not fallen sooner. Ten Jen is just 
. the second victim, following the 
collapse of a much smaller firm a 
week earlier. Given that there are 
another 350-odd brokerages chas- 
ing dwindling business in a falling 
market, many will not survive. 
.sPThe immediate cause of their 
m downfall will be that they have lent 
- money that they have no hope of 
recovering. Private brokerages are - 
not allowed to provide margin 
loans for share buyers. Yet in the 
:. free-and-easy atmosphere of Taipei, 
© illegal margin lending has financed 
|+ probably a third of. all share pur- 
| : chases. As the stockmarket rose, 
Me the practice was a lucrative one for 
WP brokers. But as the market falls, so —.— 
| does the value of the collateral. The inves- 
|- tor has no incentive to pay off his loan. 
^ . The underlying cause of the brokers’ 
| problems, however, is that they and their 
|. customers have for years been playing a 
|> game of musical chairs in which the value 

















of a company's stock had little connection 


| with its potential earnings. From a 1986 
i^ low of 880, the market's weighted index 
| soared by 1,320% to a peak of 12,495 on 
|. February 10th this year. 

| ^ k is easy to account for the market's 
'; surge. After the island's economic growth 
-had averaged 8.7% a year for the past 40 
= years, Taiwan had become rich—but its 
+ 20m people had only two ways to invest 
- their money: in property and in the stock- 
|. market. Until May 1988, when a ban on 
"onew. brokerages was lifted, Taiwan 
^ boasted just 27 securities companies. Ás 
 brokerages then multiplied, so did the 








scure Taiwanese companies 
stockmarket valuations comparable to 
- American. multinationals. 
“could not be blown up for ever, despite 
“the ramping of shares by a score or so of 


locals. hav 





number of investors. In the past 2! years - 


the number of stock accounts has risen 
from around 634,000 to 4m (though many 


of these are nominee accounts for big 


_ punters seeking to avoid a tax on trading 


profits);  — 
By one calculation, around 1m people 
have been regular market players. At least 


400,000, from office clerks to bargirls, vis- 
ited their brokers daily. Earlier this year, 


With turnover passing $6 billion a day, the 


Taipei market was the world’s. most 
heavily traded. Turnover has 
slumped to around $2 billion a day. 

At the market’s February peak, ob- 


Weekly average trading volume — 
US$bn (Left-hand scale) 





boasted 


The bubble 


the biggest speculators, who would buy 


-large blocks of shares and then sell out as 
the unsophisticated followed. 


What helped to pop it was the deter- 


mination of Taiwan’s central bank to re- 
.strain inflation by severely tightening 
money growth. In May the broad money 





supply fell. by 3.4% compared with a year 


-earlier, the third month in a row that the 


supply has shrunk. The resulting climb in 


interest rates has made stocks less attrac- 
tive and margin lending more costly. In 








returns in Hongkong and Bangkok. 





now 


0.8% fall in exports in the first half of 
year over the same period of 1989; by ; 


ment in industry and services; and 


growth for this year, from 7% to 6% o 
' lower. By contrast, foreigners see this as : 


($5 billion for the first six months) i = 


lief that when something has reached the: 
short npe | „extreme, it reverses its course .. . Peopl 
market is now. draining from it. The big 
left Taipei in search of higher _ 
os the stockmarket picks up again. 














































The question is what happens next. A 
the pain for brokerages and small inve 
tors has grown (investing institutions at 
count for just 5% of trading volume), s 
has the pressure put on the government 
for help—either by easing credit or by cu 
ting the 0.6% transaction tax. | 

Yet after last December's national elec 
tions and March’s presidential. election 
the ruling Kuomintang (Nationalist) par 
is less malleable, despite the fact that som 
of its senior members work closely wit 
the market's biggest riggers. All that M 
Wang Chien-shien, the new finance min- 
ister, has been willing to do is to shave the 
broker's commission rate, from 0.1596 t 
0.142596. Mr Wang's thinking is that if 
the government keeps its nerve, the Tai- 
pei market could yet become both respect- 
able and internationally accessible. — 

In fact, this has been a goal of th 
Kuomintang ever since 1983. That was 
when the government announced a pro- 
gramme to liberalise the market, first by 
allowing local fund managers to accept in 
vestment in the Taipei market from for- 
eigners; then by allowing overseas 
institutions to invest directly; and 
finally by allowing foreign individ- — 
uals to buy Taiwan stocks on the | 
open market. So far, only the first | 
step has been taken, with four: 
funds available to foreigners. The 
government is now hinting at a 
move to step two within the next. 
few months, possibly with foreign- 
ers restricted to investing in sepa“ 
rate blocks of stock or in non-vot- 
ing shares. | 

Foreigners may not mind the re 
strictions. The overseas brokers . 
represented in Taipei have always: 
been more realistic than the Tai- 
wanese about the risks of the Taipei 
casino. They are similarly more re- 
alistic about Taiwan's economy. ` 
Taiwanese punters are alarmed. by . 


drop in industrial output for the first fiv 
months of 2.6%; by a 4% fall in emplo 


revision of the official forecast -economi 


reasonably smooth adjustment by ai 
economy whose persistent trade surpi 


irritant to other countries. Moreover, 
one Taiwan newspaper sagely com 
mented, the stockmarket slic en 
credit to the trüth in the old Chine 


*a 


are rediscovering the value of industrious 
ness and diligence.” At least, that is, 3 
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Africa's French-franc zone 


Time to devalue 


éé ONETARY manipulation”, in- 

tones France’s finance minister, 
Mr Pierre Bérégovoy, “is no solution to 
structural problems.” Though he might 
have been referring to British entry to the 
European monetary system, Mr Bérégovoy 
was in fact voicing his views on the escalat- 
ing economic and political troubles within 
Africa's CFA-franc zone. 

Since 1948 13 African states, most of 
them former French colonies, have main- 
tained a fixed exchange rate of 50 CFA francs 
to the French franc. Until the mid-1980s the 
system worked tolerably well. CFA econo- 
mies, such as the Ivory Coast and Camer- 
oun, grew faster than sub-Saharan countries 
as a whole. Inflation was lower than in 
neighbouring countries, thanks to the com- 
bination of a stable exchange rate and mon- 
etary restraint. Now a bunch of factors have 
brought the CFA system near to collapse. 

First, non-CFA countries have substan- 
tially devalued their currencies, threatening 
francophone Africa's market share of the 
continent's exports, while exposing member 
states to the cross-border smuggling of oil 
and consumer goods from weak currency 
countries such as Nigeria and Ghana. The 
appreciation of the French franc after 1985 
has only made things worse. Second, a sharp 
fall in the prices of oil, coffee and cocoa has 
underscored the need for member states to 
deflate. Meanwhile the shockwaves from 
Eastern Europe's revolution have begun to 
be felt in Africa. As more voices in one-par- 
ty states speak up for the virtues of multi- 
party democracy, so it becomes increasingly 
hard to impose deflationary policies without 
incurring unrest. The pay cuts that the Ivory 
Coast announced in March, for example, 
were swiftly withdrawn after street riots. 
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A new paper from London’s Overseas 
Development Institute outlines three op- 
tions for monetary reform in the CFA zone. 

rance could repudiate the zone altogether, 
though this is unlikely given President Mit- 
terrand's June declaration of continued sup- 
port for it. A more probable route would be 
to have varying devaluations by individual 
countries, while keeping full convertibility 
between member states and with France. 
This would make more sense than seeking to 
establish a new single fixed parity. Bankers 
estimate that the extent of currency over- 
valuation varies from as little as 15% in 
some countries to 40% in others. 

A third option would be to drop the 
French-franc link, pegging the CFA currency 
to the ecu instead. (The bulk of the zone’s 
trade is with Europe.) Yet such a peg would 
need to be an adjustable one, since CFA 
countries are likely to experience much 
higher inflation than the European Com- 
munity. Even so, an ecu link makes more 
sense than a purely French one. French in- 
terest in Africa is on the decline. French di- 
rect investment in sub-Saharan Africa ran at 
$1 billion a year in 1981-83; by 1988 that 
had translated into a net outflow of more 
than $800m. 

Mr Mitterrand's rejection of a CFA de- 
valuation last month makes little economic 
sense, given that the zone's payments deficit 
is running at nearly $4 billion a year. Infla- 
tion is bound to accelerate in CFA countries, 
as public pressure and mounting street dem- 
onstrations force governments to increase 
their spending and wages. The democratic 
regimes that could replace authoritarian 
states would find it even harder to accom- 
modate the anchor of the French currency 
as well as the chain of externally-imposed 
discipline that comes with it. Higher infla- 
tion will also help force a devaluation. lt is 
no longer a matter of whether the CFA franc 


will be devalued, but of when and how. 





Credit cards in Britain 


On the debit side 


ESS than a year ago, Britain's credit-card 
industry was under investigation by the 
Monopolies and Mergers Commission. To- 
day the commission need worry no more. 
New issuers have crowded into the market, 
profits have slumped and banks in the busi- 
ness are slimming their operations. The 
crossfire of competition has now destroyed 
the last remnant of co-operation among 
card-issuing banks: Signet, once known as 
Access and Britain's biggest credit-card pro- 
cessing operation, is close to being sold by 
the four banks that own it, National West- 
minster, Midland, Lloyds and Royal Bank of 
Scotland. Signet will go either to American 
Express or to Sligos, a French card proces 
sor, for around $250m. 

Banks must look with nostalgia on 
days when credit-card profits were fat 
enough to pique Britain’s trust-busters. In 
1986 Barclays Bank made £92m ($135m) 
from its retail-services division, made up 
largely of the bank’s credit-card operations, 
By 1989 profits from the division had 
plunged to £42m. Barclays is the biggest 
credit-card issuer; other banks have seen 
profits decline as well. That still means that 
banks earn a healthy 25% on the capital em: 
ployed in credit-card operations comparec 
with 40% five years ago. Without action tc 
shore up profitability, credit cards could five 
years’ hence be producing the mediocre 10. 
15% return on capital that banks earn ir 
many of their other operations. 

Plastic has palled because too many issu: 
ers crowded in and too many consumers 
proved adept at snatching the bait of up tc 
56 days of interest-free credit while evading 
the hook of near-usurious rates of interest 
beyond that initial period. In 1979-89 P 
nearly tripled their issues of Visa 
MasterCard accounts, while building soci. 
eties and retailers also pushed into the mar: 
ket. Stores and restaurants have now ex 
ploited this competition by pushing for 2 
lowering of the commissions that they pay 
to banks. Commissions have fallen from 
2.3% a year ago to 1.7% today. 

British consumers, unlike their Ameri: 
can cousins, have resisted plastic debt. 
Credit-card users pay off nearly half of their 
spending in full before the banks’ interest 
charges of an annualised 25-30% kick in. 
Britons are no thriftier than Americans, but 
they prefer borrowing against their house: 
to drawing down charge-card credit. Sc 
banks are in effect extending interest-free 
loans to many card-holders, whilst making 
immediate payments to merchants. 

Slowly banks are relinquishing the am- 
bition to become credit-card issuers in the 
style of Citicorp, which makes about 2596 of 
its worldwide profits as the dominant issuer 
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in America. Instead of trying to win many 





customers, some banks are trying to 
arge their existing ones more. Last year 
M imposed a £12 annual charge on its 
Visa and Access holders. Customers who 
use their cards to borrow are being rewarded 
with a reduction in monthly interest 
charges. Those who treat their cards like 
slow-clearing cheques are being encouraged 
to switch to debit cards, electronic cheques 
that withdraw funds directly from custom- 
ers’ accounts after three days. Lloyds says 
that 20-2596 of its customers turned in their 
credit cards after the fee was imposed. 

Barclays followed with an £8 fee and re- 
cently offered a new option to credit-hungry 
customers. Barclayss new Assent card 
charges a lower rate of interest than the 
bank's traditional Visa, but offers no grace 
period. Midland and NatWest are clinging 
to their no-fee cards. 

Debit cards are the new battleground. 
Barclays was first into the market with Con- 
ct, a Visa debit card. The bank made the 
e ial mistake of trying to charge merchants 
the high commissions that apply to credit 
cards. Rival banks took a different tack. 
NatWest and Midland introduced Switch, 
an electronic-only debit network with no 
connection to existing credit-card brands. 
Relations between the two camps are not 
warm. Lloyds and Barclays are now fighting 
at the Office of Fair Trading for the right to 
sign up merchants for Switch. — 

— These cards do not promise high mar- 
gins, but they fit with the dull-is-beautiful 
philosophy that is now fashionable in bank- 
ing. Income accrues from the commissions 
that merchants pay to banks that handle 
debit-card transactions. Such transactions 
are also cheaper to process than cheques. 
But the real payoff is in the loyalty of a con- 
sumer who uses a bank's debit card. Even 
when their customers are not addicted to 
credit, banks are betting that they will con- 
tinue to love plastic. 
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American corporate bonds 


Junk stirs 


NEW YORK 


{JILE most of America's secondary 
bond market has been running 
ud like a headless chicken, a part that 


many thought was dead has started twitch- 


ing. Investors are turning again to high- 
yield, or junk, bonds. Among the latest to 
believe that there may be life flickering in 


this $140 billion market (against some $220- 


bilion in its heyday) is cs First Boston, 
which has just announced the launch of a 


. $250m junk-bond fund. 
So-called vulture investors have been 


hovering over the junkyard for some 
months, but Mr Frank Colombo, of Dillon 
Read, a New York investment bank, notes 
that retail demand for junk is now reviving. 
He says that high-yield mutual funds have 
attracted new money over the past six 
weeks, after having seen their first monthly 
net inflow of cash for nine months in May 
this year. 

According to the Investment Company 
Institute, which publishes mutual-fund fig- 
ures, high-yield funds attracted $51.9m in 
new money in May, the latest month for 
which figures are available. That is id one- 


Putting it to America 


NEW YORK 


Wa the prospect swiftly fading of 
a further cut in American interest 
rates, and with Wall Street frustratedly 
attempting to breach the 3,000 mark on 
the Dow Jones industrial average, stock- 
market investors are starting to get 
twitchy about recent gains ín share 
prices. This is exactly the kind of climate 
in which Ámerican investment banks 
can make a killing with a new weapon in 
their arsenal of instruments: the put war- 
rant. In particular, Salomon Brothers, 


Wall Street’s brashest bank, is gearing up 


for some all-American sport. 


A put warrant on a stock index con- 


fers on the holder the option to sell that 
index during a specified period. Most of 
the warrants issued by American invest- 
< ment banks are not listed on any stock 
exchange. Instead, they are arranged pri- 


vately. What marks such warrants from - 
standard exchange-traded options is that. 


they have a much longer maturity, usu- 
. ally 1-5 years. 


Index warrants can be highly profit- 2 
able for the banks issuing them. Earlier — 
this year Salomon made tens of millions 
of dollars by issuing puts in America and. 


Europe on Japan's Nikkei index, just as - beon esie s lips. 





their price gain plus interest) on their inv 


. 3.57%—the only category of bond to h 


$50 billion worth—were from compan 


vival is narrowly based. New buyers include 


hedged skilfully enough, and whether 


warrants in various ways, using a com 
dination of options, futures and baske! 


and—especially—on changes in volatil- 
"ity. The process is known as dynamic 
hedging. If the market goes up instead of 


_ will have to rush to cover their short px 
- sitions by selling futures. This process 
could prove little different from portfoli 
insurance, so discredited during the Oc 
tober 1987 stockmarket crash. Ex 












































tenth as much new money as was 
drawn into the funds 18 months ago 
their peak, junk-bond mutual funds: ha 
tal assets of more than $35 billion. T 
ure has now shrunk to less than $25 billi 
The brave, reckless or carrion-hun 
souls who turned to junk in time foi 
turnaround got a better total rerurn (tha 


ment in the second quarter of 1990 than 
they had bought any other sort of dome: 
bond. According to Lipper Analytical $ 
vices, a New York consultancy, junk’s : 
ond-quarter total return was 4.1%. Yet o 
the past year junk's total return was mi 





shown a negative total return. | 

For the moment the year-long slid : 
sunk-bond prices appears to have stopp 
A quarter of the junk bonds issued—so 


that are now bankrupt, or as good as... 
:unk bonds are still generating some $25. 
ion a year in interest. Average yields, 
cording to an index of actively traded ju 
bond issues compiled by Donaldson, Luf 
& Jenrette, a Wall Street brokerage hous 
are around 15.25%, some 6.75 percentag 
points higher than the yield for equivalen 
Treasury bonds. - 

There are plenty who warn that the Te 


the market. collapsed. Many Japanese | 
tried to blame the Americans’ warrants © | 
for aggravating Tokyo’s 27% fall. 

Now, the controversy has spread to © 


l Aitierica: Senior staff at the New York. | 


Stock Exchange admit they are worried 
by the craze for warrants. They question — 
whether member firms have their bets: 


they could contaminate the whole mar 
Ket. The truth is, no one knows. 

. Salomon Brothers and other. trading 
S attempt to hedge the risk of issuing 






of stocks. The hedging needs const 
adjustment over the life of the instru 
ment, depending upon market move 


down and volatility rises, trading firm 


the arcane world of the warrant soon 
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some of the big commercial banks that have 
i set up junk-bond trading teams, taking ad- 
l vantage of a Federal Reserve ruling last year 
that allowed them to underwrite corporate- 

debt securities. Such buyers want only the 

best sorts of junk, of which there is a scar- 

city. The highest-risk investors have already 
moved on to junk that is B-grade or worse, of 

j which there is little that is readily tradeable. 
There are lots of other reasons why junk 
could see a second selling. Saving and loan 
(thrift) institutions, big buyers of junk in its 
heyday, still have plenty of it left to unload. 
So does the government's thrift-bailout 





agency, the Resolution Trust Corporation. 
Question-marks hang over the insurance in- 
dustry, another big past buyer of junk. New 
regulations could force insurers to come 
clean about their junk losses and so trigger 
large-scale sales. Lower interest rates, which 
many in the market, probably over-optimis- 
tically, think likely, should -lower the 
chances of defaults among those companies 
that originally issued the bonds. But there 
are still plenty of refinancings and 
restructurings to come from individual com- 
panies that run into trouble. The junkyard 
remains a dangerous place. 





Corporate Japan 
— Escape from debt 
TOKYO 
T V THAT marks a Japanese company 
from its American and British coun- 
: terparts? For one, received wisdom has long 


^ maintained that Japanese firms have a much 
: higher level of debt in relation to their eq- 
7 uity. Anyone who still thinks that is years 
- = out of date. 
l During the 1970s Japanese firms did in- 
i deed depend for their finance primarily 
| upon long-term debt. Then, the typical com- 
| ny that was quoted on the Tokyo Stock 
j change (TSE) carried 1.8 times as much 
debt as equity. In the past few years, though, 
companies have been sharply lowering their 
gearing by raising fresh equity—just as 
American corporations have become laden 
with debt. Today, some of Japan's biggest 
companies—Toyota and Matsushita in par- 
F ticular—are starting to wonder whether 
they have too much equity. The average net 
gearing of companies listed on the first sec- 
tion of the TSE now stands at around 0.5, 
which is roughly the figure for all American 
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companies. Plenty of big Japanese manufac- 
turers have gearings of 0.2 or less. 

These figures assume that the waves of 
convertibles and warrant bonds issued by 
Japanese companies over the past few years 
are counted strictly as long-term debt. If 
they are counted as the equity into which 
they are eventually turned (usually four or so 
years after they are issued), then Japanese 
companies’ gearing will come down still fur- 
ther. Mr Hideyuki Niwa, of S.G. Warburg in 
Tokyo, reckons that net gearing on the TSE, 
calculated on this basis, fell from 1.32 in 
1975 to 0.17 in 1988. Manufacturing com- 
panies had gearings of -0.09: that is, they 
had 9% more liquid assets than they had 
borrowings. 

Blame the service sector for keeping up 
Japan Inc’s gearing tradition. Some of the 
biggest trading companies that stand at the 
heart of Japanese commerce have debt-eq- 
uity ratios of around five. With historically 
high Japanese interest rates, does such steep 
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A mountain of equity capped by a sliver of debt 
80 





gearing spell disaster? Not necessarily, says 
Mr Niwa. One of the key jobs undertaken by 
the trading companies is to bankroll their 
customers, whether with short-term credit 
for financing inventories or with long-term 
investment as venture capital or develop- 
ment loans, Moreover, much of the trading 
companies’ current debt has been hedged, 
so their exposure to climbing interest rates 
is not as bad as it seems at first sight. 

True, there are also other parts of the 
economy, such as steel and shipping compa- 
nies, that are highly geared. Yet debt levels 
are again coming down. Between them, Ja- 
pan's five biggest steel firms have recently 
retired: more than one-third of their ¥6.5 
trillion ($44 billion) of long-term debt with 
the help of issues of convertibles and war- 
rant bonds. Their overall gearing has been 
halved in the process, to 1.35. Shipping 
companies likewise still carry large amounts 
of debt, though few outsiders know exa 
how much. Registering ships under o. 
convenience shifts the ship-owners' assets, 
along with their associated debts, off their 
balance sheets and on to those of their off- 
shore charter companies. Most believe, 
however, that Japanese shipping lines have 
gearings at least as high as those of the 
steelmakers. 

Then there are the banks. Before the 
stockmarket's 2796 fall in the first part of 
this year, all of Japan's leading banks had 
more than managed to meet the 896 capital- 
adequacy requirements that have been laid 
down under the Bank for International Set- 
tlements (Bis) in Basle. Among them, Japan's 
big city (ie, commercial) banks have raised 
Y6 trillion of fresh equity over the past five 
years. Yet the stockmarket crash this year 
badly dented the value of the "hidden as- 
sets" (that is, the equity stakes held in cus- 
tomers businesses) that the banks are al- 
lowed to count as part of their capital for Bis 


purposes. 

Mr Robert Zielinski, of Jardine Flem 
in Tokyo, reckons that Japanese banks are 
now going to have to raise more than ¥3 tril- 
lion-worth of fresh capital to restore their 
BIS ratios. Much of that may now come from 
subordinated loans rather than equity-like 
instruments that investors may be chary of 
buying. As such, it will not reduce banks' 
gearing. 

Overall, though, the debt-equity ratio (if 
convertibles and warrants are considered as 
equity) of non-financial corporations on the 
TSE is fast approaching zero. In other words, 
Japanese companies are about to have a net 
surplus of liquid assets over borrowings. 
That, in turn, means that increasingly less 
equity and equity-type capital will need to be 
raised for corporate Japan. The thought of 
an inactive future keeps brokers at the Japa- 
nese securities houses that underwrite such 
issues awake at night. It is yet another sign 
that their salad days are gone for good. 
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A. posite ends of the earth should be able 
to think that there is nothing between them 
except an understanding. Optical fibres are 
particularly good at bringing about this illu- 
sion—pulses of laser light can travel down 
them virtually unaffected by the outside 
¿Optical fibres are not perfect, 
| 0 some of the signal will always fail 
to get through. While telephone companies 
are working on ways to cut that loss, others 
are looking at ways of using it. | 
Their aim is to turn optical fibres into 
sensors. The key lies in lost and distorted 
signals. If optical fibres were perfect, they 











would lose no signal; because they are not, 


signals being sent over long distances have 
to be amplified at regular intervals. Some of 
the lost signal escapes the cable altogether, 
but some of it—a fraction of an already tiny 
fraction—is scattered back whence it came. 
Such scattering forms the basis of some 
types of optical sensor. 

<= To see how it is used, con- 
sider its simplest application, as a XN 
way to measure breakage. If there SS 
Is a crack in the fibre, the amount 
of light that returns from the area 
of the fracture is several times 
greater than usual. So if a pulse of 
Hit is sent down the fibre, the 
"Wine it takes for a large burst of 






away the crack is. It is like judging the size of 
acave by whistling and waiting for echoes. 
Whistling for cracks has its uses. If the 
libre i is carrying messages underground, or 
‘undersea, finding the fault before digging up 
the. cable is handy. If it were on an aero- 
plane’s wing, a fault in the fibre could pin- 
point a crack in the structure. Fibre-optic 
sensing is, however, capable of much more. 
! ‘scatter—along with all the other light 








in the fibre—is also affected by changes to 


the fibre itself. For example, a rise in the fe- 

bre'stemperature causes tiny changes in the 
quality of the light it carries. This does not 
interfere with telecommunication, because a 
telephone call is transmitted in pulses of 
light; ít is the presence or absence of a pulse 
that counts, not thé quality of the light with- 

in it. However, the distortions add. extra 
messages—messages about the conditions of 
the medium they a are travelling through. 


s EOPLE talking to each other from op- 





scatter to return tells you precisely how Tm 


Changes in temperature will affect the 
wavelength of light reflected back from the 
end of a fibre—an effect which can be en- 
hanced with special coatings at the end. Fi- 
bre-optic thermometers on the market use 
this effect. Stick one end of a fibre into 
Whatever you want the temperature of, and 
see what happens to light which bounces off 
the end and comes back; the change in its 
wavelength reveals the temperature. Unfor- 
tunately, it is extremely expensive to build 
wavelength-measuring instruments that are 
sensitive enough to measure the tempera- 


ture precisely. Still, it is possible to build 


equipment that will measure things to with- 

-in one-hundredth of a degree. 

."* -. There are other ways of mak- 

Be ing good thermometers; but opti- 

/ RE 

^  calfibres are capable of more. By 

combining the technology be- 

. hind the damage monitor and 
. the thermometer, it is possible to 

create a fibre-optic sensor that 


its length. Just like a crack, an 
area of temperature variation 
causes an unusual amount of 
scatter to return. Look at the 
scatter returning from different - 
points on the line, and you can 
see how hot it is at different dis- 
tances; such measurements pro- 
videa profile of the temperature 
all the way along the cable. 

. The longest such system now 
available gives the temperature of every two- 
metre stretch of a four-kilometre fibre to 
within two degrees. Experts believe that its 
performance can be greatly improved. Even 
better, the same technology can be used to 
produce símilar "profile sensors" to mea- 
sure pressure, magnetic fields, vibrations 
and even the chemical composition of what- 
ever the cable is running through. Some- 
times this is done by looking at the back- 
scatter, sometimes by looking at changes in 
the light that. gets all the way to the end of 


will tell the temperature all along — 
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dams, power plants and 


the ie. 
Fibres have several advantages c over 
ditional electrical measuring equip 
They are small (an optical fibre is about 
size of a hair); they can easily be set int 
built on to other materials; they ate increc 
ibly strong. Unlike metal wires, they are ur 
troubled: by electrical and magnetic fields. 
and high temperatures—though they are 
sensitive enough to measure them. The in- 
struments required to make sense of the 
light can be kept a long way away from th 
place where the measurement is going on. 
These attributes mean that fibre-op 
sensors can function in the nastiest of climes 
and situations, and go where electronic sen- 
sors fear to tread. They can monitor the in 
sides of turbine engines and blast furnac 
They can also be used to monitor destruc 
tive tests of new materials and products; a 
long as the thing under test breaks soone 
than the fibres do, they can tell researc 
what is going on right to the bitter end 
The fibres also have safety advantages. 

Dr Alec Gambling, of the Univers 
Southampton, points ou 
optical fibres could monito: 
-ery nook and cranny of } 
such as chemical plants : 
mines—where electrical set 
are banned because of the 
present danger of sparks... ~ 
There are many pote 
applications where one 
could replace an array of sep 
ddenai sensors. A single hair's-br 
fibre wound through a hotel or skyscraj 
could serve as a fire alarm for every tc 
Another could snake under a roo 
museum exhibits, and sound alarms 
fingers made off with one. Optical f 
could provide continuous information 
the temperature, and the sugar 
and alcohol concentrations, in a 
brewer's vats. Engineers could 
keep continuous checks on 


the 
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hurt, Most do not, but. a few wind up with 





Neurology. They looked at five boys and 
two girls, between four and 13 years old, 
who suffered from headaches, convül- 
sions and blurred vision while playing 
their A EUR The convulsive re- 
sponses lasted only a few minutes, and in 
Some cases happened only during à par- 
ular scene in a particular game. Three 
children had fits only when playing; the 
st suffered recurring fits, so they were 
given an anti-convulsant drug (sodium 
yalproate).as well as being made to abstain 
om the games, 

-k has long been known that about one 
in 10,000 people have seizures when over- 
whelmed by à visual stimulus such as flick- 
ering lights or bright colours. Sometimes 
.tinted glasses are sufficient treatment; 
drugs help those whose epileptic stimulus 
is more complicated or harder to avoid. 
Generally they are sensitive to lights that 
turnon and off 13-20 times a second, such 
as the flickering of a faulty light or televi- 
sion. Some react to normal television im- 
ages, which flash more rapidly—30 times 
a second in America and Japan, and 25 
times in Europe (where there are more 
television-induced fits). _ 

The youngsters in the Japanese study 
are not full-blown epileptics. They were 
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e—one British maker of fibre-optic sen- 
s has its eye on the Channel tunnel. 
"The ultimate step will be to devise a sys- 


ters the signals from optical fibres will 
ntually control automatic responses. The 
esponses could be as mundane as turning 
on the air conditioning, or as cru- 
y cial as damping vibrations to pre- 


cid Video games do not Ded to get | 


described the dictan: i S die js issue RS 
Developmental Medicine and Child 


m that not only. measures, but responds— __ 
"smart structure". Dr Deepak Uttam- - 
indani, of the University of Strathclyde: 
Glasgow, a iy that by means of com- | 


abnormalities which might cause chronic 
epilepsy. Still, their behaviour is epileptic 
in nature; the visual stimuli somehow 
push the right buttons in the brain to 
mimic epilepsy. The Japanese research 
shows that those suffering from head- 
aches had brainwave patterns like those of 
epileptic children whose seizures give 
them headaches, It also shows that the 
stimuli increase activity all over the brain. 
Explaining VGE is impossible, given 
how little the brain is understood. Avoid- 
ing it is easier. Although VGE is relatively - 
benign—it does not seem to affect intelli- 
gence, for example—it is not much fun, 
either. Parents should know that they can 
prevent it. A letter in the May 17th issue 
of the New England Journal of Medicine 
reports a similar incident of “Nintendo 
epilepsy” in a 13-year-old girl. The doctor 
discussed the options with her and the. 
parents: abstention from Nintendo (the | 
dominant brand of games) or anti- 
convulsant drugs. The family chose the 
drugs, since they felt she would not be 
able to resist Nintendo's lure. — 


not born with brain damage or metabolic 
| 
| 


vent a bridge collapsing. - 

None of this will come about for a while. 
The instruments that decipher the echoes 
and perturbations of light on which it all de- 


. pends will have to become much more sensi- 


tive than they are now. Changes will need to 

-Þe made to the fibres, too. Producers of opti- 
cal fibres try to minimise the sensitivity of 
their products to the environment, the bet- 
ter to transmit messages. They may soon 
find themselves striving for the opposite ef- 
fect—because in fibre-optic sensing, the me- 
dium really does provide the message. 





MOSCOW 


LTHOUGH insulin and a carefully con- 

.crolled diet dramatically improve the 
life expectancy of diabetics, sufferers still 
face a host of distressing health problems as 
the disease progresses. These can include 
kidney failure, heart disease, blindness and 
gangrene. Now a Russian surgeon, Dr 
Eduard Galperin, has developed a simple 
operation that seems significantly to reduce 
such effects, and make patients less depen- 
dent on injected insulin. 

Diabetics have difficulty regulating the 
amount of glucose in their blood. Excessive 
blood sugar causes comas and ultimately 
death; low levels also cause loss of conscious- 
ness, convulsions and death. The balances 
usually maintained by two hormones, X. 
produced by the pancreas and transmitted 
to the liver. Glucagon (produced by the al- 
pha islet cells of the pancreas) releases previ- 
ously stored glucose in response to the 
body's need. Insulin (produced by the beta 
islet cells) determines the rate at. which the 
body's cells absorb insulin from the blood- 
stream, either for storage or to produce en- 
ergy. In diabetes the sugar level goes awry, 
either because there is too little insulin or 
because the insulin fails to work properly. 

Dr Galperin, who is at the First Moscow 
Sechenov Medical Institute, sees the prob- 
lem of diabetes in terms of too much gluca- 


. gon as much as too little insulin. He explains 
that only small amounts of injected insulin 


get to the liver—one of the main stockpiles 
of stored glucose—so there is an excess of 
glucagon there, boosting glucose release. 

To overcome this he has devised a by- 
pass operation to divert glucagon away from 
the liver. The blood supply which takes w 
cagon from the pancreas to the liver 
joined to another which takes it directly to 
the general circulation—though he deprives 
the liver of other pancreatic secretions in 
the process. The operation takes around 
one and a half hours and patients can go 
home after ten days. 

After five years of animal experiments 
Dr Galperin started to use the technique on 
diabetics whose symptoms could not be 
properly controlled by insulin. They were 
suffering frequent bouts of hypoglycaemia 
—low blood sugar caused, in this case, by an 
excess of injected insulin—as well as leg 
pains and general fatigue. So far he has oper- 
ated on 400 patients. He says that in 80% 
the symptoms have improved. Although 
they still need insulin, forcing glucagon to 
do less work means that patients can get by 
with far fewer insulin injections than before. 

The patients are from 14 to 55 years old 
and are mostly suffering from early-onset di- 
abetes. This med in childhood: inst lin lev- 





gradually fall because 2 of the pro- 
ressive destruction of the beta islet 
alls which produce it. Usually the 
myptoms are well controlled by insu- 
n in the young, and surgery only be- 
< necessary “later on. But Dr 

ialperin's- s patients include seven 
:enage boys whose diabetes had im- 
aired their sexual development. The 
peration solved the problem and 
1ey are now developing normally. 

~ He has also begun to use the op- 
ration on a few patients suffering 
‘om late-onset diabetes. This begins 
1 middle age and does not. ile 
ystematic destruction of beta islet 
ells. It is generally thought to be the 
esult of environmental factors and 
ad nutrition. Insulin is produced, of- 
ən at a lower level than normal, but 
tils to work properly. Dr Galperin says the 
h results from operations on these pa- 
Ps are good. 
— The operation is now being performed 
1 other Soviet clinics, in particular in Ke- 









It may not be a she will need to learn 


















merovo, Yaroslavl and Zaporozhe. Dr 


Galperin is considering using it on patients 
who are not yet suffering any serious side- 
effects of diabetes, in the hope that it will 


prevent the symptoms from developing. 





"he quickest microcircuits 


sweat and superconductors - 


OKYO 


ETTER than anyone, Japanese engi- 


neers know the advantages of perspira- — x 
a current to flow instantaneously from one ` 


ion over inspiration. Brilliant shortcuts are 
he stuff of foreigners—along with wrong- 
ge frustration and lack of persever- 


ce. Seven years after America’s IBM and 
nel ditched their pioneering efforts to ` 
nake the ultimate in microcircuitry—the. 


osephson junction—Japanese electronics 
irms have painstakingly created most of the 
ey components for a lightning-fast 
WT computer. More formidably, 


fallback solutions have succeeded ás 


vell. 


Two years ago, Fujitsu c came out with its - 
irst microprocessor and memory chip using 
osephson circuitry—a simple demonstra- - 


ion device that mimicked the 4-bit chips 
ised in washing-machines, but worked ten 


imes quicker. Hitachi has lately done like- 
vise, and NEC, Toshiba and Matsushita © 


ave been busy making Josephson compo- 
vents as well. To keep its lead, Fujitsu has 
xeefed up its Josephson device, offering the 
quivalent of an &bit chip humming 100 
imes faster than silicon can. 

The Josephson junction—named after a 
sritish physicist, Dr Brian Josephson, who 


hought it up in 1962—depends on a thin 


nsulating barrier sandwiched between two 
ayers of superconductor. When the sand- 
wich is chilled to a temperature where the 
superconductors lose their electrical resis- 
ance (about —269"C, if you are using a con- 
ventional superconductor) odd things start 
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| only advantage. Because 


to happea, Electrons become able to “tun- 


nel" through the insulating barrier, causing 


side to the other—like a very fast transistor. 
Its speed is not the Josephson junction's 
the junction has 
practically no electrical resistance, it con- 
sumes a negligible amount of power and 
thus gives off very little heat. Heat is the 
arch-enemy of the silicon chip. Making con- 


“ventional chips switch more rapidly—and 


so process information more quickly— 
means cramming their components ever 


‘closer together. There comes a point where 
the components would be packed so close 
— that the chip would melt from the heat 


when switched on. By consuming hardly any 


“power, the Josephson junction promised a 


cool computer many times faster than the 
mightiest of present-day machines. — 

Scientists at AT&T Bell Laboratories in 
New Jersey were the first to show that the - 
Josephson effect actually worked. By the 
mid-1960s, æM had forged ahead of every- 
one in Josephson research. Then, in 1983, 
the big American computer company aban- 
doned its effort, claiming that Josephson de- 
vices were not only tricky to make but little 
faster than their silicon equivalents. The 
problem lay in the lead-based alloys used at 
the time as superconductors. They were 
electrically unstable and tended to break. 
down. But no sooner had BM got out of the 
business than rivals at AT&T found the an- 
swer: niobium. : 





^ work at it together. 


| not put all their eggs in the Josephson ba 
ket. Fujitsu, in particular, has also PT. 


clocked up the world speed record for a chip 


superchip, the telephone company expec 






As a pe eo enco 
aged much faster tunnelling than did lead; 
was more stable, too, both electrically anc 
mechanically. Once scientists at Sperry Re 
search Centre in America had worked ou 
how to make the niobium junctions prog 
erly, and once AT&T became embroiled i 
telecoms deregulation, the Japanese neve 
looked back. With help from a $190m Min 
istry of International Trade and Industr 
project, Fujitsu and Hitachi have tinkere 
determinedly over the past decade with vari 
ous ways of improving the niobium design. 
Their efforts have paid off. They now have 
Josephson chips that can be flipped on i 
1.5 picoseconds (trillionths of a second 
compared with the 100 picoseconds of th 
fastest silicon circuits. Fujitsu's latest 8-b: 
Josephson microprocessor can do a billio 
calculations a second—a feat silicon can 
match only if a gang of 50 silicon devices 



































































But Japan's superchip designers ji 


backing the HEMT (high electron. mobility 
transistor) device in case the super- 
conducting chip should falter. By using gal- 
lium arsenide instead of silicon, Fujitsu. has T 


them next year. ee 

Meanwhile, Nippon Telegraph and 
Telephone (NTT) has been quietly perfecting 
yet another alternative to Josephson tech- 
nology. Its “ballistic collection transistor”, 
also made of gallium arsenide, has: just 


operating at room temperature (rather than 
the supercool "conditions needed for 
Jesephson devices). The special transistor 
oscillates 170 billion times a second.: The 
NTT engineers made a simple computer chip 
out of a slightly older version of their balli 
tic device and measured its flipping speed. 
2.6 picoseconds—only fractionally slow 
than the swiftest Josephson chip. 

Once it has got the bugs out of its ne 


to sell the know-how to NEC or Fujitsu. 
then, the ballistic collection transistor. is 
likely to be clipping along even faster. Bu 
then so will Japan's record-holdi 
Jesephson junctions. With silicon chips 
took 15 years to go from the simp 
microprocessors that handled data only 
bits at a time to the muscular 32-bit devic 
used in the latest desktop compute 
Thanks to Japanese perseverance, 
Josephson chips look like getting there : 
half the time. 






at INSEAD i in Fontainebleau 
16 21 September, 1990 















; i sponsored by "Ey 
En try Institute 








ue «E o-sponsored by | | 
Chicago Board of Trade — Chicago Mercantile Exchange 
< The Intermarket Clearing Corporation. | ^ 
- London International Financial Futures Exchange € 
| Marché 2 à Terme International de France 


|. For noun and SUE Bonus 
. contact: Myrtle Major at FII in Washington, D.C. 
Fax (202) 296-3184 ^ Telephone (202) 223-1528 














The | Oxford E | . Established in 1982, this programme pioneered the 
, ÁN | 2 linking of strategy, leadership and team skills. By 
se e ic ..  -—  . - .geing beyond the conventional simplicities of 
i Q competitive advantage, its concepts can tum reactive 
Le ii crisis managers into the proactive systems-leaders 
To reinforce. the impact of the programme and to help 


c z kso pu i needed to understand today's turbulence and create 
] ‘participants handle the results of putting their learning 


tomorrow's potentials. 
4-9 Nowermber 1990. | pos = & | E |. into practice, programme groups now attend a two- 
12 -17 May 1991 is NP day follow-through seminar held six. months after the. 
| aes B ! programme. The cost of the follow-through seminar. 
is included in the Programmet fee. | 








p D “Like the 1980s, the 1990s will be a period of 


T" discontinuou ie ms in which contineini pncertainty ; "Wes 've bá en crisis-managing, not: visi ion-m nanazin g: I 


needed to learn how to get away from my functional role 
. and contribute more to strategy. I've done that this week, 
by stepping away from the business and soaking W the 
experience and analysis of others'' . : 





give the ir management t teams he space t to picea 
innovation, risk- taking and learning. This. programme. n | ái b 
identifies and ise that quality i in those who | Finance Director (Recent Parti cpan di 
participate in a . | d ix ^ 7 


Fee: November 1990 - £3200 , VAT 
" Professor Sir Douglai Hague c CBE, v |. May 1991 - s 
Programme Director | | a 
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FATHER SON & Co: My LIFE AT ÍBM AND BEYOND. By Thoms J. Watson ]r and Peter Petre. 
Bantam Books; 468 pages; $22.95. To 9r puteus in Britain by Bantam Press in Septem- 


Jer; ames 99 


A OST retired corporate moguls: write 
A. self-serving memoirs that sanitise the 
practices of the business jungle, not daring 
“veal any of the dirty secrets about life at 
ftop. Thomas J. Watson Jr is the excep- 
rion to the rule. The former chairman of IBM 
and son of Big Blue's founder has written 
‘with the help of Fortune editor Peter Petre) 
a most compelling human drama of the fam- 
ly that dominated the life and- 
times of America's most famous 
:omputer colossus. 

^ Until these. memoirs ` were 
published, iBM's phenomenal ad- 
vance: was considered the result of 
superior technological innova- ` 
tion, an awesome sales force in 
blue suits and white ties, and a 
brutal competitive spirit. It is now 
seen to be the result of unrelent- 
ing warfare between the father 
who. founded the company and 
the.son who succeeded him. The 
extraordinary process by which a 
clumsy punch-card tabulator was . 
first changed into an electric type- 
, and finally into a computer 
x seemed to be able to handle 
all the world's problems, now ap- 
pears to have been driven by an 
eerie inner energy: two men in 
suits screaming at each other. 

The father was overbearing, a 
despot who put his photograph i in every cor- 
porate office and sometimes made his aides 
wait days to see him. The son was hard- 
boiled but highly neurotic, Their arguments 
were "addictive" to both men, and "savage, 
primal and unstoppable,” according to Mr 
Watson Jr. “Undiluted T. J. Watson could 
be pretty hard to take.” The son “never de- 
clared myself winner in the contest, though 
we fought about every major issue in the 
business.” Undoubtedly he could see the 
method in it: it was his father's way of train- 
ing him to lead the firm. 

. His father's death in 1956 caused Mr 
Watson's lips to swell up, and his body 
broke out in hives. But he continued to 
wage war with some of his siblings. When he 

















Junior, Dick, Seni 


TN been the stuf of illusion. ue 
-company dominated the processing of i in- 
formation around the world, its common 







o lionaires than. any rot / 
and since Watson Sr acted as if he owned 
_ the company, the world treated him as one 
- of its wealthiest citizens. In fact he was being 
: paid 5% of net income, or $400,000: not the 


became president, his sister Jane sold half 


her IBM stock; he therefore refused to talk to 
her again until she was on her deathbed. His 
brother Dick, a resounding success at IBM 


. Vorld Trade, the international operation, 


did not perform well in BM domestic; so he 

was forced to resign from the company. - 
Family strife is not all that Mr Watson 

reveals. Much else about IBM is now seen to 





ior, womenfolk — 


à bs 








her é high lying e eau 


most princely sum forhisera. ——. 
Watson Sr saw the potential of the 
punch-business and began exporting it to 
Europe in 1918, a tremendous headstart on 
the competition. He also had the good luck 
to expand IBM's sales force during the De- 
pression, when the burgeoning federal agen- 
cies needed to keep track of the nation's vi- 


Administration became IBM's largest. ct 


spots—but I stay around these spots | 


panding the company's engineering. foi 
1,000 times over. And, as Mr Watson 
veals, it was not without dangers. The fai 


against IBM. or 
. about that decision," Mr Watson admit 




























































tal statistics; the Social Securi 
tomer. Then, rather than diversify, Wat 
er stayed in the information-proc 


business. “I'm no genius. I’m smart 


used to say. ! | 
After the second world war, Time | 
could no longer keep up with its subse 
ton requests using punch-card machine 
Metropolitan Life was overrun with pape 
lc was IBM's customers who pushed it to c 
velop more productive equipment. - 
development of the computer required 


cus 360 computer was launched on the ma 
ket in the early 1960s before the software 
was finished, a gamble that could have beer 
catastrophic. Mr Watson also admits tha 
there was a “dangerous cutting o 
corners" because the 360 come 
puter was not really ready for the - 
market either. The need to beat. 
. the competition at any price. pre- : 
-yailed. — : 
... Mr Watson also reveals, for 
the first time, that he gave the Or 
der to destroy evidence of IBM's- 
antitrust violations prepared b 
Control Data, a competitor. Con- 
trol Data and other. computet 
manufacturers had, jumped on 
| board the Justice" ‘Department’ 
s charge that 1BM’s 70% marke 
share in 1969 amounted to a mo- 
 nopoly of the computer indust 
When Control Data settled ou 
. court, Bruce Bromley, a form 
-nior partner of Cravath, Sw; 
& Moore, advised Mr Wats 
. destroy the material; if he < 
the government would de: 
and the material could be 
"| never was totally comfort 





think a lot of people would agree that at 
outset the Justice Department compl 
had merit. BM was clearly in a comman 
position in the market, and some of our 
tics had been harsh." | 

IBM must indeed have been a harsh, 
pleasant place to work while the Watso 
dominated its culture. This was the pri 
be paid for lifetime employment and 
chance to ride the IBM share price to possil 
£nancial independence. Both father a 
son knew it, and considered it worth the 
to health, family and company; and who 
say they were wrong? 





































Vaclav’ Havel 


Fat boy makes 
good 


5 DISTURBING THE PEACE. By Vaclav Havel. 
Knopf; 215 pages; $19.95. To be published 
n Britain by Faber; £14.99 


‘IVE years ago, a Czech journalist living 
in West Germany sent a batch of 50 
questions to Vaclav Havel, then still a 
banned playwright and leading dissident. 
_Mr Havel spoke his answers into a tape re- 
corder. The result was published in Czech 
by samizdat in June 1986 under the title 
“Long-distance Interrogation.” Last Decem- 
ber it came out in Czechoslovakia as the first 
samizdat book to be legally published there, 
and it is now out in English. The title ap- 
als to Mr Havel; he has been disturbing 
i the peace, willy-nilly, for most of his life. 
— Mr Havel was the son of a selfmade 
“man, cossetted by governess, cook, maid, 
gardener and chauffeur. He was also a 
‘plump boy, mocked for it at school, and an 


s tendency to see the absurd in life. 
< He tried hard to avoid military service, 
"a regimental theatre company. From then 


.. "on he was to be found working in the The- 


small theatres that sprang up in Prague i 
the early 





. ing of the individual by the state. 
l It was only later, in 


ce Czech society was at its most apathetic and 
_ shame-faced—that Mr Havel began writing 


- out of prison, he says, he kept suicide in the 
"back of his mind. It was always an option of 
last resort, and he would try to talk fellow- 
-prisoners out of it; but Mr Havel still kept 
Ais admiration for the suicide who prizes life 
-sò highly that he will not debase it by living 
:senselessly. 

“Hope”, he says (and this, remember, 
-was in 1985), "is not the conviction that 
| Something will turn out well, but the cer- 
tainty that something makes sense, regard- 
ess of how it turns out." As the years passed 
ie grew convinced that, bit by bit, things 
were getting better. A new generation was 
-refusing to accept the humiliations of the 
od and he thought he glimpsed the results 
“of the moral position he and others had 
aken, eschewing onis murs away at 
njustice, filling the 


outsider; from this, he thinks, he drew n 


: but failed; and it was in the army, ironically, ^. 
- that he began his career as a dramatist, with - 


. atre on the Balustrade, one of the many 


es 1960s. The Balustrade staged. 
= “Waiting for Godot,” “Ubu Roi" and early - 
Havel plays, in which he stressed the crush- 


the 1970s—when 


. about opposition, and plunged into the .- 
"practice of it too. He became one of the ~ 
. founders of Charter 77; his writing was . 
banned, and he was sent to jail. Both in and | 


.. His mission, however, was not to hand fc 
| out prescriptions but to warn. “Suggesting 


something's better and putting it into prac- 
tice", he says, "is a politician’s job, and I’ve 
never been a politician and never wanted to 
be." Nor did he ever want power: "All 
power is power over someone, and it always 
somehow responds, usually unwittingly 
rather than deliberately, to the state of mind 
and the behaviour of those it rules over." He 
thinks he still has too much of it. 
“Disturbing the Peace” reads easily, as 
transcribed speech does, but it is not in any 
way a conversation. It is an eavesdropping 
session on two Czechs discussing Czech af- 


fairs with a Czech public in mind. Readers. 


who have not always been Havel-watchers 
may well feel excluded by this technique, 
but they should also be grateful; there is sim- 
ply no other way to learn so much about Mr 
Havel, man, playwright and pouncan, all in 


one place. 





Crime in Britain 


Robbers and 
dealers 


THAT WAS BusiNEss, THIS IS PERSONAL: THE 


CHANGING FACES OF PROFESSIONAL CRIME. 
By Duncan Campbell: Secker & Warburg; 
256 pages; £14.95 





cocaine dealing. Duncan Campbell, 





What era does this belong to? 





N 1964 two men, Tommy Wisbey. and ^ 
Jimmy Hussey, were jailed for their part. - 
in the Great Train Robbery. In August 1989 -. “ 
the pair were convicted again, this time for - 
x jour- - 
3 pert for the Guardian. (and not to becon — 


: thé New Statesman) believes d 


between the two offences sums. up d 
change in professional crime in Britain ov 
the past 25 years. Mr Campbell limits h 
study to London, to which the hardest crir 
inals gravitate. He also divides the develo 
ment of crime into eras, as sharply define 
he believes, as the dates of monarchs. 

A few years in the mid-1960s marke 
the Age of the Gangster, when a few b 
crime families carved the city into spheres: 
influence. In 1969 the Kray twins, the mo 
famous family, were packed off to prisc 
and gangsters were replaced by armed ro 
bers. Guns were easy to get, police easy | 
bribe, robbing banks was a doddle. By tl 
end of the 1970s tighter security and few 


corrupt detectives had made robbery mo 
tisky. The arrival of supergrasses ma 


working in a gang hazardous. Worst of a 
robbers who carried guns were startin 
shot dead. 

Now the Age of the Robber has becon 
that of the Dealer, whether in drugs or 
nancial fraud. Professional crime is growit 
more sophisticated and internation: 


. rather like British industry, adds the authc 


"The old family firms like the Kra 
. have been replaced by multinationals: 
uncertain ownership, branches througho 
the world, profits dispersed through myri: 
outlets." Criminal gangs remain, says ^ 
Campbell, but “looser, deregulated, techn 
logically sophisticated . . . with wider ho: 
zons than the south coast of Spain." 
In a collection of interviews, Mr Cam 
bell compares all the illegal and leg 
"gangs" involved with crime; the poli 
gang, the law gang, the caring-professioi 


-gang, even the crime-press gang. These se 
‘portraits do little to prove Mr Campbel 
. case. Fraud, probably crime's biggest boo 
area at the moment, is hardly touched upo 
Most of the criminals who talk to hig 

- firmly stuck in the Robber era. One 
voned he had finally made it “when I w 
driving down the motorway in a Jag wit 
The Doors on one of the first car tape-pla 


ers." More worryingly, many of the poli 
are stuck in that era too. “They are applyii 
the same techniques to a league of peop 
who are streets ahead of them", comment: 
barrister despondently. One detective co 
stable is not so sure: he thinks the modei 


police "are more into computers and ps 
chology and less into drinking beer." 


The honesty of the speakers, a tribute | 


. Mr Campbell the good listener, explod 


some damaging myths, not least that. bi 
time crime is glamorous. The criminals ar 


their relatives in.thís book are inadequa 
people living sad little lives, and. most | 


them know it. Ánother point is repeated 
hinted at: professional law-breakers and la: 
enforcers get on with each other far bett 
than most st of us care to imagine. . 






































Sritain’ s economy 


ON oRCaled - 


STERLING IN. DANGER. By Alan Walters. 
“ontana, IEA; 125 pages; £6.99 


| ALAN WALTERS had not T 
al economic adviser to Margaret 
"hatcher for more than four years, and had 
Yot triggered the resignation of Britain's last 
:hancellor of the exchequer, this book 
vould be of little interest. It does not con- 
ain any new economic ideas. It does not ex- 
slain old ideas lucidly. It is throughout de- 
sressingly discreet. 

» Sir Alan’s views acquire importance be- 






ause they may reflect Mrs Thatcher’s. | 


Throughout the book, he repeatedly blames 
Xitain's near double-digit inflation on the 
ire of Nigel Lawson, while chancellor of 
WF exchequer, to control growth in the 
noney supply towards the end of the 1980s. 

Vr Lawson's mistake, argues Sir Alan, was 
rying to shadow the D-mark from 1987 on- 
vards. British interest rates inevitably fell to- 
vards the rates in West Germany, and these 
ates were too low to control Britain's bur- 
'eoning money supply. 

Mr Lawson could have tette fiscal 
»olicy (cut spending or raised taxes) to con- 
tol domestic demand. But Sir Alan doubts 
hat fiscal policy has a predictable impact on 
country s domestic demand. Even if it did, 
1e does not think stable exchange rates do 






much to promote trade or competition be- 
tween countries. And he reckons that if 
prices and wages need to fall (in foreign cur- 
rency terms) this is properly done through a 
depreciation of the exchange rate. 

Most proponents of the European mon- 
etary system (EMS) will disagree with Sir 


“Alan on all these points. One day, the eco- 
. nomic success of the EMS-member countries 


may convince him; in this book, he hardly 
considers evidence after 1985. 
Sir Alan's plan for a new currency, 


called the ECOM, isa variant of a proposal 
first mooted by Irving Fisher 70 years ago. 
The scheme works roughly like the gold 


standard; if the ECOM loses purchasing 
power (because prices rise), the public can 


. cash in their ECOM notes for a financial asset 
whose value is indexed to a basket of goods. - 
Just as the gold standard ensured that a unit. 


of currency. could. always buy a specified 
amount of gold, the Fisher standard would 
ensure that a unit of currency could always 
buy a specified basket of goods. 

Although . this- non-inflationary cur- 
rency is a sensible proposal, Sir Alan mars it 


by claiming that the only test of its desirabil- 
- ity is if people freely choose the ECOM over 


another currency. Even if everyone thought 
the ECOM was the most desirable crrency, 


_ they would still not accept payment in it un- 


less it was widely used throughout the econ- 
omy..As Latin America's history shows, it 


takes inflation rates far higher than Europe 
- is likely to: see for people to switich curren- 
cies votuntarily: i 





The rise and rise of the brand-name in i 


Money for old rope? 


JEW YORK 






y THERE a are signs of a recession in many 
. regions of Ámerica, it does not seem to 
yave reached the book trade. There, busi- 
ress is brisker than ever. Ken ("Eye of the 
Needle") Follett, a prolific author of thriller- 
:hillers, has just received $12.3m from Dell 
Publishing for the North American rights to 
yis next two unwritten nov- 
‘ls. And Jeffrey Archer, a 
3ritish novelist best known 
or “Kane and Abel", has 
ust auctioned off his next 
hree books for at least 
515m to Rupert Murdoch’s 
Xobal publishing house, 
darper Collins. Mr Ar- - 
sher’s deal included the 
im, television and audio 
ights to books that have 
10t even been written yet; 
ind, most galling of all, he 
yandled the auction pro- 
cess himself, saving the 
gent's fee. 





It is relatively new, but not unusual, for 


|. writers who have made a killing on one book 
‘to demand multibook, multiyear, 


multi- 
million dollar contracts for what they may 





- write next. Colleen McCullough, whose 
 treacly novel “The Thorn Birds” was a tre- 
: mendous success, moved ft 





om Harper Col- 
lins to the Hearst Trade 
„Book Group with a five- 
ok contract for a still-un- 
sclosed dollar figure; she 
is written nothing so pop- 
ular since. 

« “Irs the same law of 
supply and demand that ex- 
ists: for a pande like the 
Van Gogh at $82m," says 
Alberto Vitale, the chair- 
man of Random House. His 
, publishing complex. puts 
out 2,500 titles a year, and 
he is fairly sure that the 
huge advances paid to Mr 





















-line up to read him; he is a brand: na 


cording to the senior vice-presic 
Harper C ollins, is no more.than indus 
_ sour grapes. “We looked at the predicta 
iy of Archer’s sales", says the senior vi 
| president. of the Adult Trade Division. “ 
. does 30 
; in eaaa Not that many people « 
-perform so consistently.’ 


- sales predictions: a fraction of the minimum 


Shops. But by paying them so much, they 


novels to $25-30 apiece. They will also have 
to spend even more money publicising their 
brand-name authors, perhaps short-chang- 
ing some of the less well-known. 


_ tionary spiral. Like Hollywood moguls in th 


House), probably blanched at ‘the p 


: Carré is openly disgusted. His latest no 


communism itself. Muscovites are crowd 
‘to see an exhibition of painti: 


Archer and Mr Follett can- - drawings. by Iis. Glazunov adi 


not be earned back. But Stuart 
a spokesman for Dell, says Mr Follet 
mous appeal transcends the reviews 


Coca-Cola. - | 
« The scepticism baie Mr Ascher 
en 





000-400,000 in hardcover and: 


' A rival publish 
however, suggests. ihat Mr Archer coul 
earn only about $3m in royalties fromthe 


estímate of his deal. 

Publishers need best-selling authors | to 
enhance their status in the book. industry 
and to gain shelf-space i in the nation's book- 


may well be getting into a bind. At the very 
time when sales of hardcover and paperback 
books are expected to soften, publishers 
may have to raise the price of their big-name 






























Worst of all, they have set off an infla- 


days of blockbuster films, publishers now 
live in fear that their other famous and n 
so-well-paid authors -will demand : mor 
money or threaten to jump ship. Dani 


Steel (Dell) and Robert Ludlum, (Rand 
paid for Mr Follett and Mr Archer. Jol 


“The Russia House", sold 530,000 ha 
cover copies in the United States. last ys 
Mr Follett's latest, “Pillars of the E 

sold merely "above 400,000”, accordir 
Publisher’ s Weekly. There’s no justice. 


ned a > 
The soul appear: 


MOSCOW 


‘HE Pi bounds of glasnos 
now include an untouchable subj 


VV, "n 


BOOKS AND ARTS 


| "That's no Way to Live", directed by Stani- 


slav Govorukhin. Both are suffused with 
apocalyptic gloom about the Soviet Union 
and—clue to their popularity—with a root- 
and-branch rejection of the communist sys- 
tem and all its works. Along with the emigré 
works of Alexander Solzhenitsyn, they mark 
the logical conclusion of anticcommunism in 
the arts. 

Mr Govorukhin's film is a documen- 
tary. His theme is that communism has been 
a 70-year-long vivisection campaign, using 
human beings for experimental purposes. 
Extraordinary comparisons are drawn be- 
tween communism and Nazism: between 
the Nuremberg defence of obeying orders 
and the communist party slogan, “Our soci- 
ety's achievements have been made possible 
by following the dictates of the party.” 

Before the state cinemas would agree to 
show the film, Mikhail Gorbachev himself 
had to see and pass it. Even after being 
passed, it was restricted to just three cinemas 
in Moscow and one in Leningrad. It is now 
on general release; the waiting list for a 
ticket is about three weeks. 

Mr Govorukhin’s film is the work of a 
sophisticate, who compares the Soviet 
Union with America and West Germany as 
a way of saying that ordinary life is ordered 
better there. Mr Glazunov, on the other 
hand, is a fanatic. His paintings are religious 
and “patriotic” —a term which implies that 
holy Mother Russia has a unique destiny 
and needs nobody’s help. 

In one painting Lazarus, revived by 
Christ in contemporary Russia, stares 
around him in horror at the "achieve- 
ments” of socialism. In “The Invisible City 
of Kitezh", Mr Glazunov reinterprets an old 
legend (also the subject of an opera by Rim- 
sky-Korsakov) in which the city, the epitome 
of Russia, sinks below the waters to escape 
the Tartar invasion. In Mr Glazunov's treat- 
ment it is shown sinking, bejewelled with 
multi-coloured onion domes and icons, 
while the barbarians advance: not Tartars, 
but a grey mass of public-housing projects 
and red-flag-waving crowds. 

Although Mr Glazunov ran for election 
to the Moscow city council this spring as a 
member of the Russian Patriotic Block, an 
organisation which also includes the anti-se- 
mitic extremist group Pamyat, he is no mar- 
ginal eccentric. Since 1970, he has had over 
20 officially organised exhibitions in the So- 
viet Union. His best known paintings— 
three vast canvases crowded with heroes 
from Russia's past or villains from the twen- 
tieth century (they include Einstein, Lenin 
and the Beatles)—have assumed the status 
of cult objects in Russia. In the last room of 
the huge exhibition is a book for visitors to 
sign. It is full of such comments as “Ilya, you 
have told the truth about Russia." 

This popularity has nothing to do with 
his ability as a painter. Many of his canvases 
are painted with all the finesse of something 


88 


bought for $20 in a street market. But they 
stand in the rich Russian tradition of writers 
and artists who turned their backs on the 
present in favour of a religious and mystical 
past: Tolstoy, with his invented system of 
simplified Christianity, or Dostoevsky with 
his appeal to traditional Russian orthodox 
authoritarianism. A mere 70 years of social- 
ist realism has done nothing to erase the 
soul of Russian art. 





Britain’s minority writers 


Outside looking in 


OMPARED with America, Britain’s 

browns and blacks have produced little 
good writing of the sort that makes the rest 
of the country take notice. Now the gap is 
being filled by two writers: Hanif Kureishi 
and Adewale Maja-Pearce: Both are mixed- 
race, which makes for particular difficulties. 
"Mulatto," as the half-Nigerian Mr Maja- 
Pearce points out, derives from the word 
"mule" carrying with it implications of un- 
natural union and sterility. Beyond the in- 
sults, there may be a genuine question for 
the individual: which side are you on? 

Both reckon they belong to Britain; but 
some Britons are not so sure. Both writers 
were marked by early attempts to brand 
them as outsiders: Mr Kureishi by the 
teacher who called him “Pakistani Pete", al- 
though he was born in Bromley of an Indian 
father and an English mother, and Mr Maja- 
Pearce by the children at school who called 
him “wog”. 

Mr Maja-Pearce's book, "How Many 
Miles to Babylon?"* offers a resolution to 
the problem of people marked as outsiders 





High life in "Laundrette" 


by their colour: many white British, | 
points out, are also outsiders, by virtue : 
their personality or their migrations. Eve 
his Scottish grandfather—a kindly, puzzle 
presence in Streatham during the author 
unsettled childhood—was an outsider: tl 
book ends up with a pilgrimage to his gra’ 
in a grim village outside Glasgow. 

Mr Maja-Pearce is good at characte 
and scenes. It is a pity, then, that he chose 
write an essay rather than a novel. Wh 
white readers need is not a discussion of 
sues, which are pretty well-known: th 
need to be able to get under the skin 
somebody who is living with the problem: 

Mr Kureishi manages to bring the issu 
to life partly because he is such a funi 
writer. He first won acclaim with the scree 
play of the film "My Beautiful Laundrette 
a delicious comedy about a pair of Londo 
ers, brown and white, who go into partn« 
ship to open a five-star laundrette. In 
est novel, “The Buddha of Suburbia’ 
has widened his scope from racially-mix: 
lower-middle-class London to the mon 
chrome upper classes and mostly-white art 
tic trendies; and can be seen doing his 1 
search at parties, standing in a corner wi 
the gloomy detachment of the profession 
observer. 

The question of how a brown pers 
lives in a racist society dominates this box 
too, and may be answered in two worc 
"Screw you”. Karim Amir, son of an Indi: 
father and an English mother, brought up 
Orpington, wants—and ruthlessly gets—s 
cial, professional and sexual success. He w 
use anything or anybody to make good; at 
white Britain lays itself wide open to abus 

Other characters have different a 
swers. The Buddha, his father, slowly wit 
draws from his life as a civil servant an 
though a Muslim, sets himself up as 
vaguely Buddhist or Hindu spiritual adyj 
to the troubled souls of Beckenham. 
Anwar, who owns a supermarket, reverts 
Islam and starves himself into madness 
force his daughter into an arranged m: 
riage. The daughter, who likes having sex 
public lavatories, opts out and joins a cor 
mune in Peckham. 

Mr Kureishi plainly sympathises wi 
these characters, and so takes trouble 
round them out. Karim's rush up the soc 
ladder and through London's trends is thi 
ner and a little predictable. Politics weake 
Mr Kureishi's touch—as was apparent in t 
didactic and dismal second film, “Samn 
and Rosie Get Laid". Certain classes of pe 
ple, the Rich and the Establishment, a 
Bad. Writing about these, Mr Kureishi los 
his sense of subtlety. But then he has al 
lost his peculiar vantage point: that of : 
outsider who is in a minority. 


*Heinemann; 154 pages; £13.95. tFaber; 284 pag 
£12.99, 
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MEDIC LONDON ENVIRONMENTAL 
“ECONOMICS CENTRE 








‘Salary: Grade 3£14,222-217941 


The London Environmental Economics Centre is. wano an estab- 
lished: amaronmeno a and resource economist, oran economy 


ob descrip tion nnd appl Hala form contact +t Rachel 

n International Institute for Environment and Development 

 (WED), 3 Endsleigh Street, London WC1H ODD. Tel: 071 -388 

. 2117. Fax: 071 -388 2826. Song cove Vr ON o ape 

<: forms: 24 August 1990. Interviews will be held during the second 

: week in September. | 
HED aims to be an equal opportunities employer 


















evaluating cost effectiveness in relation to 
healthcare benefits _ 


EXECUTIVE DI RECTOR ! 


HIGH PROFILE DEVELOPMENT ECONOMICS 
AUSTRALIA 


The Foundation for Development. Cooperation, located in Brisbi t 
-Australia, is ah independent non-profit organisation whose basic ai 
is to improve the quaity. of Australian cooperation with. ^ 
developing world. [ts unique mandate has been given, Specific 
legislative approval by the Australian Government. 


The Board of Governors of the Foundation is seeking a person oi 
outstanding vision, commitment and experience in overseas devel- 
opment aid and cooperation; a person. with RAR ability to- 
organise, promote and. communicate the results o ‘Pe olicy-oriented: 
research and to propose practical action thereon. ideall y, that person. 
will be a development economist with significant experience 
. policy-oriented. research on development issues for major äi a’ 
governmental or international institutions. 


The Executive Director will report to the Board of Governors and. Wi 

recommend specific policies, projects, and program for approval. 

The Executive Director will also be responsible for the implementa 
da rogram and will have | executiv on 























Salary and conditions are oy negotiation, but will Bé appropriate to à: 
position of this national significance. - 

Written applications -in confidence should. be forwarded. to john’ 
Mills, Director, Executive Selection, Coopers & Lybrand Consultants, . 
GPO Box: 150, Brisbane, QLD Australia, 4001 quoting MCS 1337. 
Initial Meine cit be directed t to him: on Ph: po 877 8801. $ 


USE YOUR REX PERIENCE TO ES: 1B, I ISH 


THIS NE W HEALT. H ECONOMICS INI 


Huge investment in state- of-the-att’ resources and 
talented people have contributed to ICI's | 

b "C outstanding success as one of the world's major 

5 m international pharmaceuticals companies. 
Recognising the importance of Health Economics as. 
a vital influence on our future new product - 
development strategies, we are nowestablishing this- 
professional function at our headquarters i in 
Cheshire. . 
You will be working within our International 
marketing department... advising and supporting 

national operating companies on the running of 
appropriate health economics studies and co- 
ordinating the health economics aspects of clinical 
research and development, within ICI and with 
external consultants. ^... 
Professional experience of initiating and managing 
health economics studies in the general healthcare 
field is essential. Experience of working with 





TATI 


pharmaceutical companies or with health economics 
aspects of pharmaceutical products would be 
advantageous. 

This new initiative:offers an P opportunity 
to influence the style and detail of new product 
marketing and promotion strategies.. , which must 
reflect economic concerns as well as healthcare: 
benefits. 

The attractive remuneration will appeal to high 
calibre ambitious candidates and the ICI package 
includes pension scheme, profit share, private 
healthcare and generous relocation assistance to this - 
high quality area... on the edge of the Peak District | 
and only 18 miles south of Manchester. 

Suitably experienced applicants should write with. 

full c.v. to: The Personnel Officer, Ref PSD2, 

ICI Pharmaceuticals, Alderley House, Alderley Park, 
Nr. Macclesfield, Cheshire SK10 TF. ICi isan eang 
opportunities employer. 














































t/Econometrician 


Williams de Broé plc, a leading and profitable UK Agency 
Broker, is seeking an economist to join its established econom- 
ics section. The firm maintains its own econometric model of the 
international and UK economies and is looking for someone 
who can make a contribution in this area as well as writing 
. reports and liaising with our sales desks, clients and the media. 
' The "ideal" candidate would probably possess a master's 
degree with specialisations in monetary economics and econo- 
i metric and be in their mid-20s. However, our main needs are a 
rsonality and a high level of numeracy. 


- Please send your CV to David Smith, Chief Economist, Williams 
_Se Brot ple, PO Box 515, 6 Broadgate, London EC2M 2RP. 




































































"Lectureship (Limited Tenure) i in 
the Economics of the Soviet — 
Union and East European Countries 


| DEPARTMENT OF ECONOMICS AND THE CENTRE FOR 
SOVIET AND EAST EUROPEAN STUDIES 





The Department of Economics and the Centre for Soviet and East 
European Studies wish to appoint a lecturer in the Economics of the 
Soviet Union and East European Countries. Applicants should have 
sufficient background in economics and/or quantitative methods to 
participate in teaching in other areas of Economics. 


Applicants should have.a relevant higher degree, teaching experience | 
and proven research ability. They should atso have at least a reading 
knowledge of an East European language, prete: abiy Russian. . a 


The position is available on ‘or before 1 January 1991. and is tor a 
period of up to three years in the first instance. 


Salary is in the range: $A33,163 - $443,096 pa.. 


Appointees from interstate or overseas will. be eligible for assistance 
with travel and removal expenses. 


Telephone enquiries of an academic nature may be directed to Dr Robert 
Dixon, Head of the Department of Economics, telephone (613) 344 5300 
or fax (613) 344 6899 or from Dr Stephen Wheatcroft, Director of the 
Centre for Soviet and East European Studies, telephone (613) 344 5956 
or fax (613) 344 5590. 


Closing Date: 10 August, 1990. —. Position Number: L3161560. 


| | Written applications: should. reach The Director. Personnel eee as 
. stated below. 


Applications in duplicate, including names, Mies and i numbers 
at least three referees and quoting the relevant position number 
should be addressed to’ The Director, Personnel Services, The University 
af Melbourne, Parkville, Victori ia. 3052, Australia. id Number: 
(613) 344 4694). ; 


The University of Mel sume is an equal opportuni ne and has 
a smoke free work-place policy. 


The Chien 









University of Tasmania. 
Expressions of Interest ^ 





 SENIOR LECTURESHIP/ 


LECTURESHIP IN ECONOMICS - 
(Ref. 86/90) 


Expressions of interest are invited. from. 
suitably qualified persons concerning . 
contract positions at lecturer and senior 


lecturer level. The length of contract will 
depend on the circumstances but cón- 
tracts ranging from six months to two 
years are envisaged. The. positions 
may be on à fuil or part time basis and 
may suit individuals who are on leave 
from their university. Salary is negotia- 
ble within the lecturer range (A$33,163 


. * A$43,096 pa) and the senior lecturer 


range (A$43,984 - A$51,015 pa); and 
the Department will make a contribu- 
tion dics travel and other expenses. 





D Applicants should have ¢ a i PAD i in Eo 
 nomics or equivalent qualification at 


be ableto conduct high quality teachii 
and research. Preferred fields of sp 
cialisation. are: microeconomics, ma 
roéconomics, monetary economic 
trade, labour, finance, resource 
public finance, industrial organisatio 


econometrics and marketing. 


Further information can be obtain 
from the Head of the Department, Pr 
fessor H. F. Campbell, University 
Tasmania, GPO Box 252C, Hoba 
Tasmania 7001, Australia (Tel (61 0 
202308;Fax(6102)234520) 


THE UNIVERSITY IS AN EQUAL Ol 
PORTUNITY EMPLOYER 





The University of 
Auckland . 


New Zealand 


Applications are invited for the 


following positions: 


_ ASSOCIATE PROFESSOR ^ 
IN ACCOUNTING 


SENIOR LECTURER/LECTURER 
IN FINANCE . 


"Department of Accounting & Finance 


School of Commerce 
The Department of Accounting & Fi- 


nance isone of the largest in the - 


University with an establishment of 30 
academic positions. Teaching and re- 


` search span all areas of financial and 


management accounting, and both stu- 


. . dent numbers and courses offered are 


expanding. Courses are offered at un- 
dergraduate and graduate levels. The 
University is seeking tO appoint an 


_ Associate Professor i in the field of Ac- 


counting and a Senior Lecturer/Lectur- 
er in Finance who are able to contribute 
vigorousiy to the teaching and research 
programmes of the Department. 










Applicants for both positions | 
have a higher degree coche 
either a successful record of tea 

and research or with appropriate pr 


fessional experience. Please clea 
identify the. particular vacancy whi 


- requesting information, 


Closing date: 27 August 1990. 
Commencing salary will be establish 


-within the following ranges: Associa 


Professor NZ$67,000-NZ$73,000 p 


annum; Senior Lecturer NZ$50,00 


NZ$64,500 per annum; Lectur 


-NZ$36,000-NZ$47,200 per annum. 


Conditions of Appointment and Methx 
of Application are available from tl 
Appointments Officer, Association 
Commonwealth ^ Universities, < 
Gordon Square, London WC1H OP 
UK; or from the Assistant Registr 
(Academic Appointments), Univers 
of Auckland, Private Bag, Auckian 
New Zealand. 


The University of Auckland 
An Equal Opportunity Employer. 


x g OXFORD ANALYTICA 
Editorial 


Staff 


Founded in 1975, Oxford Analytica provides timely analysis of global 
events for decision makers in governments, corporations and banks 
around the world. Continued rapid growth in client demand requires 
additional expansion of the editoríal staff in. "Oxford. Especially, we 


need: 


* Ambitious, dynamic graduates with strong grounding in interna- 


tional politics and economics. 


* Capacity to manage research and editorial activities and to coordi- 
nate worldwide networks of scholars who: contribute to the Oxford 


Analytica Daily Brief. 


* The ability to communicate | well (and succinctly), both orally and in 


writing, under pressure. 


. The firm's specific current requirements include: (a) flexible, creative 


generalists with broad understanding of di 
and political systems; (b) specialists in No 
economics; and (c) a Soviet/East lo 


competitive. Notable | 
| professional growth: 1 





erse. cultures, economies, 
erica and. international ; 
t. Compensation is 
Advancement and 











Euromonitor: the leading ‘international market research publisher is 
seeking the following experienced freelance staff to work on its French 
and German. consumer market ‘surveys: 


\NALYSTS TELEPHONE INTERVIEWERS 
SEARCHERS DEPTH INTERVIEWERS 


ish, French. and/or German required, and a specialist 











also seeking language speakers with these skills in other parts of the world. 
Write "with CV to: Pauline Fallon, Euromonitor Publications Ltd, 





87-88 Turnmill Street, ECIM SQU, United Kingdom 
— 
L4, ROMONITOR 





. THE AUSTRALIAN NATIONAL UNIVERSITY 


tions are invited for appointment to the following positions: 


RESEARCH SCHOOL OF PACIFIC STUDIES 


PROFESSOR, DEPARTMENT OF 
POLITICAL AND SOCIAL CHANGE 


The Research School of Pacific Studies seeks to appoint a Professor in 
the field of Political Science in the Department of Political and Social 
“Change following the retirement of Professor J. A. C. Mackie, This is. 
primarily a research position and the appointee will be a political 
scientist with a distinguished record of research on one or more of the 
School's fields of interest —East Asia, Southeast Asia and the Pacific 
islands. After appointment the Professor will be expected to serve as 
head of department for a period of some years, and to provide 
research. leadership. within his or her field. Applicants may obtain 
further details from the School Secretary, telephone (61 6) 249 2678; 

Fax: (61 6) 257 1893. 


| Closing date; 17 August 1990 - Ref: Pacs 37.3 
EXECUTIVE. DIRECTOR, NORTH 
AUSTRALIA RESEARCH UNIT 


"ABibfitations are sought for the position of Executive Director of the 






North Australia Research Unit (NARU) located in Darwin. The appoin- |. 


‘tee will have a strong and appropriate research record and capacity for 
academic and administrative leadership. 


The Unit is part of the Research School of Pacific Studies of the _ 
‘Australian National University and is both a centre with its own - 


: research staff and a base for visiting research workers. 


ihe post, to be vacated in 1990 by the retiring Executive Director, Dr P. 
Loveday, is for full-time research and administration. 


“The Executive Director will be expected to initiate new social science 
research programs on Northern Australia and to direct the academic 
and administrative work of the Unit. A PhD in a social science discipline 
with subsequent interdisciplinary experience or training in social or 
natural sciences is essential and experience in academic administration 
and research management would be desirable. A familiarity with the 





problems of land use policy and’ management would be an added. _ 


"advantage. Appointment will be at Senior Research Fellow, Fellow or 

-Senior. Fellow level for five years in the first instance, with the 

„possibility of extension to 10 years, subject to satisfactory review of 

“performance at the end of the fourth year of service. Secondment will 
ie considered. 


"further: details may be obtained from the sod Secretary, Research 
"School of Pacific Studies (Telephone (61 6) 249 2678; Fax: (61 6) 257 
E 893); or from the Executive Director, NARU, PO Box 41321, Casuarina, 
: 11, Australia (Telephone (61 89) 275 688; Fax: (61 89) 450 752). 


Closing date: 17 August, 1990 Ref PacS 3.7.2 


ARY: Professor A$71,962 per annum; Senior Fellow A$51,015- 
$59,213 per annum; Fellow A$38,410-A$50,950 per annum; Senior 
ch Fellow A$45, 729-A$54, 255 per annum. APPOINTMENT: Pro- 










duplicate to the aen The Australian National University, GPO Box 

4, Canberra ACT 2601, Australia, quoting reference number and 

bs curriculum vitae, list of publications and the names and. 
addresses of at least three referees. The University reserves the right 
snot to make an appointment or to appoint by invitation at any time. 

: formation is available from the Registrar or from the 

Appointm ts Officer, Association of Commonwealth Universities, 36 

Gordon Square, London WC1H OPF.. 


THE E UNIVERSITY I IS AN N EQUAL op 








kn wledge of individual markets an advantage for some projects. We are 





Or, to retiring age 65. Applications should be submitted in . 





Business Ana yst 


Freight Transport — Mn : 
Central London £17000. -£21 ,000 


Railfreight ~ Britain's largest heavy freight hauler “is looking to the 
future with confidence. We are in the process of evaluating and 
developing our business policy to meet demanding new objectives 
| and to take us into the next century. This. opportunity is for a us 
`> calibre Business Analyst to contribute to the process. 











Given our need to verify all current assumptions, particularly those l 
on pricing, essential elements of the brief will be to analyse our: 
competitive position, forecast trends in bulk uae transpors and a 
create appropriate forcasting models. gr ss 
Applicants should have a good first degree i in economics ora related A 
subject, with ideally a Masters Degree or MBA. At least 2 years’ 
experience as a Business Analyst will be expected. Clearly, you will. 
have advanced quantitative and communications skills. | 










In return, we offer a comprehensive .remunerations package, 
reflecting the importance of this position: 


For further information, contact Nigel Jones. on 071- 922 4134. 


. To apply, please write including full CV. and day- time telephone 

number, to Business Policy Manager (Trainload Freight), CP37, 

Room 342, Euston House,24 Eversholt Street, PO Box 100, London. 
NW1 1DZ. Closing date for applications i is 8th August 1990. 


British Rail is an Ld opportunity employer. 


R lailfreight : 






















GRM INTERNATIONAL PTY LTD 







~ OVERSEAS . 


GRM International Pty Ltd is an Australian based agricultural. 

> consulting and management company currently undertaking - 
technical assistance and project implementation activities in — 
Africa, the Middle East, Asia and the Pacific. As part of our 
ongoing programme of project development and operation 
we are currently seeking registrations. from the. stowed 
personnel: | 


Veterinary Laboratory Technicians 
Caprine Mycoplasma Experts __ 
Mycoplasma Laboratory Technicians — : 
Natural Resources (Soil/Water) Laboratory Consultan ts : 
Technical Information Systems Experts 
Geographic Information Systems Experts 
Management Information Systems Experts 
Dairy Production Specialists 
Beef Cattle Production Specialists 
Oilseed Production and Processing AREE 

Coffee Production re E 
_ extension Prot | 





























































vrije Universiteit 
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amsterdam 





a. Experienced researcher and 
b. Junior researcher M/F 


Vacancynumber a. 689.0155 and. 
. b.689.00156 — 
> The Centre for World Food Studies 
of the Free University (Dutch acro- 
| “nym SOW-VU) in Amsterdam, is a 

















^.. research institute related to the 


Department of Economics and Eco- 
nometrics, It engages in quantitative 
analysis to support policy research 
in the field of. food and Marcum f 
án developing countries. © boi 
For its programme to extend and. 
apply models which support natio- 
nal and regional investment pian- 


_. ning in agriculture, particularly with 


regard to land development, SOW- 
VU invites candidates for two full- 
time positions: 

a. experienced researcher and 

. b. dialled researcher 





Task l 
. The experienced researcher is to 
- take responsibility for the above - 
- programme as task leader. The ju- 
nior researcher will be involved in 
| modelling and empirical aspects of ` 
A the programme as member of the 
team. 
The team will further consist of 


current staff of SOW-VU contributing 


visaged from. other Dutch institutes - 


with expertise in land development. 
liii ce ewe icc A 





research institütes in developing 


countries. The task is part of eco, 


nomic modelling undertaken to 
analyse the effects of government 
policies on incomes and nutrition of 
socio-economic groups within 
countries or regions. 


.Requirements 
À sound scientific background regar- 
ding land use and land develop- 


ment, familiarity with soil classifica- 
tion, relevant work on climatic 
factors and the analysis of farmihg 


Systems, ability to use quantitative 
methods, and willingness to func- 





ion in à. Lmultidisciplinary ti team. 





Say 
Depending upon education and. 


experience, for position a. maxi- 


mum Dfl. 7281, monthly and for 
position b. maximum Dfl. 5442,- 
monthly, excluding 896 holiday allo- 
wance. 


| hifurmiadon 


For more information, please con- 
tact the director of SOW-VU, telepho- 
ne (31-20) 548 4622. 


Applications within three weeks 


after appearance of this advertise- 
ment, to be addressed to the direc- 


tor of SOW-VU, De Boelelaan 1105, 


108! HV Amsterdam, 


; the NENE rlands. 








. The Australian National - 
f University 


| Research School of Pacific Studies 






Department of Economics 


SENIOR RESEARCH FELLOW/ 
RESEARCH FELLOW 


The Department seeks to appoint a an 
economist with a primary applied re- 


"search interest in Indonesia/Southeas! 


Asia. The person would be expected tc 
undertake research of international sig- 
nificance on the Indonesian economy 
and to contribute to the work of the 


.. Department's Indonesia Project includ- 


ing its publication, the Bulletin of Indo- 
nesia Economic Studies, along with 
his/her own research program. Appli 
cants would be expected to possess 
some first-hand experience of Indone- 
sia, and an established research 
record, including PhD or equivalent 
informal enquiries may be direct 

Professor R. Garnaut (Tel: 61 6 

3100) or Dr H. Hill (Tel: 61 6 249 3095). 


- Further Particulars: -Please  obtair 


these before applying from the Schoo 
Secretary; RSPacS (Tel: 61° 6 24€ 
2678); or from. Appointments (38193). 
Association of Commonwealth Univer- 


. sities, 36 Gordon. Square, Londor 


WC1H OPF. 


Closing date: 17 August. 1990. Ref 
Pacs 3.7.1 


SALARY: Senior Research Fellow 
A$45,729-A$54,255 pa; Researct 
Fellow A$33,163-A$43,096 pa. AP 
POINTMENT: Senior Research Fellow 
Research Fellow up to three years 


possibility of extension to five. years 


APPLICATIONS should be submittec 


in duplicate to the Registrar, The Aus 


tralian National University, GPO Box 4 
Canberra ACT 2601, Australia, quotinc 
reference number and including curric 
ulum vitae, list of publications and the 
names and addresses of at least three 


referees. The University reserves the 


right not to make an appointment or tc 
appoint by invitation at any time. 42 
The University is an Equal Opporti 


Employer. 





INTERNATIONAL 















MIDWEST U.S.A. 


ES COMPLEX 


250 acres, 100,000 sq. ft. 
— facility. Resort region. 
Administrtion bldg., 3 homes. 
$1.9 million. 


- Ralph K. Helge & Assoc.; 201 
S. Lake St, Pasadena, CA 
" 91101. USA fax 810/440-1795 


















UNTVERSLTN QE 













ight for the field af Planning and Mansdeménb: of OEE FA 
Jui Bids Ste transport, water and | power. The - 

the UK and overseas to the Centres 

ork at post experience and Masters’ jevels 

d project management, or in development 

tries is necessary and may. relate to 

4t r teaching is also necessary. The 

Wee years and may be converted'to a rolling — 

turer A £11,088- £15, 372 or Lecturer R £16, gil- 

- ending). Superannuable. — 

Ap lication v forms and urther particulars from the Senior Assistant R istrar, 

UPPC/VE, University of Bradford, West Yorkshire BD7 1DP. An equa 
opportunity ‘employer. Applications ‘should be submitted by. 8 September 1999. 












: | The ESRC Research Centre on Micro-Soctal Change In | 
ll BUM oe Household F Panel m. | 






+ ultar 
insure projet rai 
dies, S anh in eee aa 






















ll Applications are invited for the Im of Senior Research Officer in Social | 
Statistics. AP will be expected to have at minimum a good - 
honours degree and preferably a | Send equ qualification in social 
statistics or a related discipline. The person appointed should have a. 
strong interest in the methodology and analysis of large-scale . 


- longitudinal survey data. He or she. will be expected to initiate research 








































UNIVERSITY OF YORK on new methods. of Cpanel analysis (eg. handling missing data, estimates 
: CENTRE FOR DEFENCE ECONOMICS of error) and will be responsible for coordinating training and. — 
B. | : "establishing an advisory service in. statistical techniques, both for 
. RESEA R e F E | Centre and for the user community of the Panel 
S. | H LLOW Data. Familiay with statistical packages such as SAS, SPSS-X and 


We require an economist for the post of Research Fellow in the Center 
for Defence Economics, you will join a team undertaking studies of 
procurement and competition policy, industrial policy and regulation, 
under the general supervision of the Director, Professor Keith Hartley, 
and the Senior Research Fellow, Mr Nick Hooper. à 


Salary within the range: £11,399-£15,444 per annum, depending on 
qualifications and experience. The appointment is available fof a period 
of two years. 


Four copies of applications, with full caeficulüm vitae, a ‘the 
names of two referees, should be sent by Friday 3 August 1990 to 
the Personnel Office, University of York, Heslington, York YO1 
5DD. Further details are available. Please quote reference EC/6317. 


_GLIM would be an advantage. 


| Appointment will be for three and a half years in the first instanceon | 
i Grade lA oF 399. £18, 165 m annum. According. to age, qualifications af 





1| Applications (six copies), TELE a a en vitae and the names || 
|| and addresses of two referees, should reach the Registrar (R/097/E), || 
, University of a Wivenhoe P io: ers sophia CO4 3SQ, by 3rd |j 
-; August 1990. Fur rtber particulars ma HM by telephoning | 





~ LEARN A LANGUAGE 
LIVE AND STUDY IN YOUR Loud S HOME 


HOME LANGUAGE LESSONS offers the most 




















original and certainly the most effective way to learn the "France | : E © 
janguage of your choice. Total isolation from your own Germany APPLICATIONS ARE INVITED FOR LECTURESHIPS (2 


language is the surest way to progress iniearning a ` l S "ain 
reign language. We guarantee this since you LIVE: oC Ttaly 
d STUDY in your teacher's home NOT in a school. USSR 


IN INTERNATIONAL BUSINESS AT THE 
b: ages PAH levels * Any period throughout the year : Portugal | 


MANCHESTER BUSINESS SCHOOL. 
















THE DUTIES OF THE POST INVOLVE TEACHING FOR THE SCHOOLS - 


Argentina: 
2 ome Language Lessons pr OOE Dep re Bor SUCCESSFUL GRADUATE AND POST-EXPERIENCE COURSES, 
ecil Square, Margate, Kent C EE s $ THE CREATION OF THESE POSTS REFLECTS THE STRONG i| 
On. foie ona a MA T ar oe INTERNATIONAL DRIVE OF EUROPE'S LIVELIEST BUSINESS SCHOOL. _ | 
i | A STRONG RESEARCH ORI IENTATION E 


Paris: Tel: 46341114 Frankfurt-Tel: 299738 Madrid- Tel: 2596406 Malta 
— Rio-Tel: 2245588 Buenos Aires- Tel: 3112816 Osaka-Tel: 3445721 roe 


4S. IMPORTANT. - 
estar Tet 42420283 e 











CONSIDERATION WILL BE GIV EN J0 SANDIDAT ES 
WITH SPECIALISMS IN ANY PART OF THE FIELD, —. 
BUT APPLICATIONS WALL BE PARTICULARLY WELCOME FROM 
THOSE WITH INTERESTS IN MULTINATIONAL COMPANIES, - 
> INTERNATIONAL PLANNING AND COMPETITOR ANALYSIS. 
dt JE SUCCESSFUL APPLICANTS SHOULD BE PREPARED TO DIRECT `. 
— "AND TAKE PART IN PROJECTS INVOLVING FIRMS ACTIVELY 
ENGAGED IN INTERNATIONAL BUSINESS OPERATIONS. 




















For Life, hedoi à Won Éipuisnoe 
Degrees for people who want to be more effective and 
secure in their Jobs or Professions. e 
= a BACHELOR'S MASTER'S or DOCTORATE Byee by INFORMAL ENQUIRIES MAY BE MADE TO 

: DR: C. LEONTIADES AT THE SCHOOL (TEL:.061 275 6313). 

"C SALARY RANGE WITHIN EITHER £10,458-£15,372 OR 

£16,014-£20,469 PER ANNUM (UNDER REVIEW). FURTHER 
PARTICULARS AND APPLICATION FORMS (RETURNABLE BY 
AUGUST 30TH, 1990) FROM THE REGISTRAR, THE UNIVERSITY, 
MANC HESTER M139PL (TEL: A 215 2028). QUOTE REE 201/90. 














fener wien MAN. ingen 
Qur eae ce opus in A RR in business and. 
industry. We will assist you in completing your ue MUTTER 
without ormai lassen of seminars at your own pace and tme 


Send detailed résumé on work Me and acadertic experiance for à to 


"PACIFIC WESTERN UNIVERSITY MANCHESTER. BUSINESS SCHOOL | 
con See ZMVATIQS0S Toler: 182805 Pax: 2134716436 UNIVERSITY OF MANCHESTER 


THE UNIVERSITY 18 AN EQUAL OPPORTUNITY EMPLOYER 





NOMIST JULY 21 1990 












AN DEGREE 


Studie ies in A IN THE GMAT TEST 
nop MM m ...With expert help. 


American business schools, & some in Britain, require the Graduate 
ire ement Admission Test for an MBA course. Prepare. with an intensive 
Seminar. Run. by specialists & led by Dr E D. Jaffe. the GMAT authority 
“ DAY GMAT Seminar 11th/13th Sept. 1990 in London 
: Details & prospectus. Registrar, GMAT Educational Seminars, 
London iiir he Vip Suite, 235 High Holborn, WC1. 
: . -Orp ho ne 2c 242 9603 





















"Ete OEN VEREN SPANS LONDON CENTRE OF 
es in m of -— me ajor cities of Europe = | i INTERNATIONAL RELATIONS 


"London, Faris, Strasbourg, Madrid, UE A new venture by the University of Kent at. Canterbury. Students 


and Engelberg (Switzerland)... can now take an MA in International Relations in either London or 
Schiller offers the — in te programs - Canterbury. The London Centre offers: 


PER Gemer where E pe * Full-time and part-time (evening) study 
* Admission in September 1990 (September or January for par- 
Students) — — 
* ME also available for research leading to MPhil or PhD 
grees — 

* Courses on a Semester basis 
Contact: Hannah Eno, Program Coordinator, London Centre of 
International Relations, 43 Harrington Gardens, London SW? 
4FU, UK. Telephone: 071-487 7401. 


UNIVERSITY OF KENT 
AT CANTERBURY B "um 


















(Dept HER T $1 DATO Road - London SE1 BTX 
Tel: RU ean ee (071) 620 1226. | 




















- LEARN TO SPEAK FRENCH BY 
TOTAL NATURAL IMMERSION 


with French participants for 7 
intensive days in the DORDOE: 
Chateau LAVALOUZE | 





At Arden. House, Columbia University 's 
mountain. 2 retreat north of 

Are you in the challenge of the 
global marketplace? Our intensive 















J. L. Lefevre CIEL.BP.180 
4-week course has been drawing top 24490 LA ROCHE CHALAIS, France 
executives from around the world for Tel: 53914428 


more thar Z5 years. Its focus is 
providing the tools you H- need to 
integ ate leadership, strategic, 
environmental and functional skills at 
the international level. The puzzle? 
Here's the solution. For a | 
. brochure, return the coupon 
. Qr call Bruce Craven, ` 
2 g 854- 6022 or fax ohn 316- 1473. 











































{Want to brush up ak ^ 
on a foreign : 
language? 


With Autio Forum's intermediate ; 
and advanced materials, it's easy aa 
to maintain and mpy your 
foreign language skilts. 
Besides. intermediate — 
dp and advanced autio- sae 
` cassette courses - most developed for the U.S. 
. State Dept: — we offer foreign language mystery 
~ dramas, diatogues recorded in Paris, games, 
_ music; and many other eee materials. And if 

















MAMMA erence mmm sempre: cern Siem mses sphere HE HI ada reme m, iiti eben tieu Senn aati aaa, 


924 Uris Hall. | Dept, ig dn B WE 212854: 3385. ext. 114 































. you want to isi new language, bd have 

i i x own p. > | ae : beginning courses for adults and for children. 
. Columbia Uirüversity, N X, NY 40027 Te lex: 271207 EXEC PROG UR FAX 212.316.1473 Wee Pod AO af A albe 
"lease send iMormation on Executive Program in International Management in most of the world's languages; French, Ger- 
PM : i7 5 uw 4 man, Spanish, italian, Japanese, Mandarin, 
Name NOU eT ... Greek, Russian, Portuguese, Korean, Norwegian, 


CÜemgnamy } EEES Swedish, Turkish, Thai, Urdu ete etc. 


Cali 071 3 1647. tor FREE 32pp. rei 


vestire reta - "— —X e — 





so: Address Fax 





Sar Herrmann ANAA A AA A AAAA S ian 


; ; <- l pa TORNEO EEEE i Suite N1, 31 3 i nglon | Church Street, 
dad. ex ee co a — ee — M —À M M moree i London W8- 4EL — 










s PONE, 













luatity serviced apartments offering best vatue t 

noney. Gur apartments offer fien Savas come. " 

jared to hotels. Fully serviced, private bathroom. . 
le i central heating, elevator. 

in Kensington area. E 
































Vanted. sa ag Sole. purpose ab | 
ie dread and cement in 







“PROFITS S FROM EXOTIC - 
 CURRENCIES . . . 


arrency Quarterly is an invaluable new source of 
ference. A MUST for all executives involved in 
ade, fi nance and investment throughout the 
ard: ; 

‘ery quarter you will receive information on over 
F different. countries, together with reference 
ddes, Comments on the latest ecoaomic and 
litical developments, six-month forecasts against: - 
€ dollar.and regular reviews.of developments and 
ents impacting on the major currencies. 

pply dow for che latest issue at a special price 


"only £49.50 ta; 

arostudy Publishing Ltd, Ludgate House, 
Y? Fleet Street, London EC4A 2AB, England, 
srostudy Publishing is regulated by the Securities 
d investment Board. 















EXECUTIVE HOTEL 


57 PONT STREET 
KNIGHTSBRIDGE 
_LONDON SW1X 0BD 


` Tel: 071-581 2424 
e CFax: 071-589 9456 
rolex: 941 3498 EXECUT G 


ingle bedroom £54.95 + VAT _ 
ible or Twin £79.95 + VAT 


‘legance, privacy and exceptional 

alue in one of the world's most . 
ashionable neighbourhoods, 
‘aden Englis breakfast 

ac ; 


AUN LINBAR EXCLUSIVE HOTEL. 





















: specialise in the following. 


tion Services 


*: Nominee Services. 


: Immigration 


= LONDON u b. Y 

















Tel: iri 6060 


























in the TAX-FREE Turks & Caicos Islands, « we 


FOR SALE 


5 Key Hotel in Isle of Man. 100 
bedrooms, beautiful hotel with 
character, £4,750,000. Please apply: 


S. V. Thakrar (Partner) 
Blackstone Franks & co 
:. Barbican House © 
26-34 Old Street . 

EORR ECTV SHt 





Fully furnished: luxury o one and t two bed 


1. apartments. ^ 


Quiet tree. iied. street’ clike to shops, 


restaurants and tube station. Video - 


security. 


.Min one week, £336 to £805 pw. Full 
"info. Tel: 071-225 0184. Fax: on -225 





0. Te lex: 893095... 








aS | 


Debrett have traced the anc estry of thou- 


sands of. families- irom commoners to 
kings, worldwide Send known details for ^ 


free feasibility “advice and leaflet to: 
Debrett Ancestry Research Ltd, Dept EN2, 
PO Box 7, Alresford, e: 
Hampshire: S024 SEN, Eegkind 
Tel: Cea 732676 


RN x 
Suspect. Documents: Examiner of 
Forged/Anonymous writing. 


Also 
_ Personnel/Character Assessment. 


P. Lavell 
: 9 Village Close 
London NW3 SAH | 


Fax: 071 367 an 





"IMMIGRATION 


TO AUSTRALIA 
INTERESTED? 


L.C.J. Migration Services, 
PO Box 474, Edgecliff NSW, 
2027 Australia. —— 

Tel: (02): 320906. Fax: (02) 
327 4908. Telex: AA 70041. 








Bank, Trust & Company Formation & Administra- 


' Captive Insurance Esta blishment - 
: Redomiciliation of Foreign Companies. 


o Local Business & Real Estate investments & 


WE VAN FORM YOUR COMPANY WITHIN 24 HOURS 

` WINDSOR PARAMOUNT TRUST, | 
CORPORATE SERVICES LTD, 

e 1, The Arch Plaza, Leeward Highway, 

den 509-945) 4 rr. & Caicos t la T 













yon 


May. we | trace. your ancestors? : 





US IMMIGRATION 


Practice limited to US immigration law 
Southeastern States. Over 20 years 
experience. 


Gary C. Furin, Attorney at Law. 
305 Buckhead Anc LE. Atlanta, 


Tel: (40a) 237-1938: Fax Fax: 2608) 264-1149 


COURSES 











EXPORT 


US exporter looking for foreign dealers/and or 
agents. We ship any car or truck worldwide. 
Exotics. collectables, fleet 
4x 4s, diesels, etc. 




























Automotive Sys stems | 
Pike, pre 






FAIRFAX UNIVERSITY home zac n 


degree. programs. Entry at any time. 


Advanced credit given for prior laam- — 
ing/experience. No classes to attend. —— 
For catalogue/details, write: Fairfax 
University, Dept. EC, 2900 Energy 
Centre, New Orleans, LA 70163 USA. 








BACHELOR 























teacher's home. 


The MBA that wan as hard as you do 


| F or the higher reaches, of management, an 1 MBA i is almost a prerequi- 
site these days, Which, sadly, is wiy some ne people view it as. merely a 


paper qualification. 


But at Roffey Park we ii a different view. We believe that first and fore: 
most an MBA should make you a more effective manager. d 


Take our Self- Managed Learning MBA. It has no set syllabus. istea, : 1 
with help from us, you decide what to learn, and ipd Dias want to go 


about learning it. 


It means that everything you learn is relevant to you, your career, and 


your orga nisation. 


The course is spread part-time over two years, » you can continue in. 
your career. It improves the way you work, because you're using what. 


you've learnt. 


It may make our MBA more. asia But as well as getting a quali 3 
cation, you'll become a better manager. And in the end, those are the > 


ones who get ahead. 


Our next programme starts in October 1990. To find out more, just aid " 


the coupon. 


Axe A de 4€ dom hd e m Me Mom dle de e dim ad sd uh P o um m HAM mm rm à a Hh a ARA e de e ae a 


Name Lc inops cin NA 


MASTER, DOCTORATE] 
. EARN A DEGREE. Use your. past experience as 
. credit toward your degree. No classes, seminars 
: Of On-campus attendance. Studies build. upon 
Re ey experience. Self-paced * Send Resume 
a | For No Cost Evaluation 


seuntry of your choice | in yo priv te 


HOME LANGUAGE INTERNATIONAL — 
Reservations Office, 3 High Street 
Ramsgate, U.K. Tel: (0) 843 851116. 


Roffey Park College, Forest Road, Horsham, West Sussex, RH12 4TD. Tel: 0293 851644 


Please send me full details on ith te Roffey Park Self-Managed Learning MBA. 


LI ^ 
sese Ved esae loue EGAu aV eeu esa EEE EVA Postcode: 2a, 





















The intensive. Way: and i in real " 
immersion. This means living in 
one of the most picturesque re- 
ions of France and really becom- . 
. ing fluent. Also vacation and 
learning plan. Cultural pro- 
gramme in Paris. Winter pr 

ramme on the French Riviera. 

tate age, goal level and. time 
available. US transfer credits. - 


The French and American study 
Center, BP 176, Lisieux 14104, 
| Cedex, France. Tel: 31 31 22. 01. 

Fax: 31 31 2 21.0 © . 
















































st. Lawrence, 
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.. Position: Lees 










am: We AE AA Hn e i DH HP c m n iea, 















Sarah Hodge Recruitment Consultants. 2 
. Need a Top Secretary? | 


Call (071) 434-0030 
215-217 Oxford $ St t London WIR 1AR. | 





























Consulting firm. assists "m 
designing. reliable PC syste ms 
& LANs in. Europe. Cost control, 
technical research, problem solving. 


"Worldwide project planning. Call 
for. free System: “Panning Guide: . 






Ec 






3 


f, Chatham, NI: 07928 . 





Insurance ie opu | Package 














- Telex: 8352145 















LONDON'S LATEST SUITE HOTEL - 
LUXURIOUSLY APPOINTED 


HOTEL ROOMS (from) 
SLEEPS2 £90.00 F VAT 
SUITES (from) 














‘ INCLUSIVE OF: 
* Sumptuous English buffet. 

breakfast 

Colour TV radio 

Direct dial telephone 

Hairdryer : 
Hospitality tray/tea/coffee; 
chocolate & biscuits 
Complimentary newspapers 
Luxury kitchenette in each suite 
Luxurious appointed bathrooms 
Guest lounge — 
lroning centre/trouser press . 
Room safe 


41-43 Beaufort Gardens 

- Knightsbridge © 

London SWS. IPW 
4 Fo 


a AN 





| Sales «Operating Leases | 


qe 081-759 7005 | f 
i. Contact Neil Harrison Fax: 081-759 7305. 












“SLEEPS 4. £150.00 + VAT | 


i refurbished, spacious one, two, three 


| term. solution, whether on business or 
i vacation. Prices fram £60.00 per day. 


US Based 
Trading Company 


Wishing to expand globally in raw materi- 
als, chemicals, industrial. machinery and 


| technology transfers. Needing Experi- 


enced Trading Partners with the highest 
- integrity. 


` KENNEDY MARKETING 
COMMUNICATIONS 
Fax: 21 — USA | 


MAJOR RANCHING 
OPERATION IN 
ZAMBIA 


Long and well established 
ranching operation comprising 


H 1. 25,000 acres bordering on the 
| capital Lusaka with extensive 


infrastructure including export 
abattoir, meat factory, retail 
butcheries and game ranch. 


| Genuine enquiries to. advertis- " | 


er in London. Fax 071-224 


| 5417,0rTelex24135 1APCO. — 


HAMILTON McGILL 
ASSOCIATES 


Introducing the key 
concept for Executive 
Resourcing in the 1990s: 


“SELECTIVITY” | 


Tel: 071 24 8988 


f s 071-235 6125 











AUTHORS WANTED 
BY NY PUBLISHER 


Leading subsidy book publisher seeks 
manuscripts of all types, fiction, non 


fiction, poetry. juvenile, scholarly and 


religious works, etc. New authors wei- 
comed. Send for free booklet. 


$92, new Yor ‘Press, 516 W, 34th 
o 


Street, New m NY 10001 USA 





quc m | 
CASTLES IN THE SKY 


. 'orvillas in the vineyard, the best cityor country 


rentals all over Italy. American si 
in Rome will design the perfect aoi 
P i Spagna 35, 00187 Rome, tay 
azza a ome 
LP Fax (11-39-86) 684-0943 


Er u 1-39-6) 9-6) 604-02887 





irr 


Licensed attorney. 
Practice limited to US immigration law. 


Judith B. Sporn, Attorney at Law 
125 Main St, Westport, CT 06880 


‘Tel: (203)226-1223. Fax: (203)454-7890. 


LEARN THE SECRETS ABOUT 
GETTING A SECOND 
FOREIGN PASSPORTI 


With. an extta. passport you will enjoy 
more independence and security. Take 
advantage of foreign opportunities! 
Save on taxes! There are scores of 
important benefits, 


‘Tens of thousands of persons enjoy the 
advantages of having dual passports! . 


Join them—be a citizen of the world. . 
Send £60 (US$100) postpaid or add £12 
(US$20) for airmail today and see how 


easy it isto get your second passport! if | 


not convinced send for free details! 
See it on our money back guarantee! 


Scope Ltd, Box 119, 62 Murray Road, | 
Horndean, Hants POS IL. Tel: (0705) 
592255. Fax: (0705) 591975. Overseas 





(+44 705). 


IMMIGRATION — CANADA $150, 000 TE 


| First Canadian Capital Corporation offers government. accepted | 
investment to facilitate immigration to Canada. Professionally 
. managed, fast processing. Return of investment paid out or 


liquidated in three years. 


First Canadian Capital Co oration, 201-315-22nd St E, Saskatoon, 
SK, Canada S7K 0G6. Tel: (306) 242-7575. Fax: (306) 934-8009. 


[VISITING LONDON ? 


Serviced Lea 


E APARTMENTS OFFER 
EVIE @Seven day maid service 
| €eruilly equipped kitchens 
; @24hr Reception 
| € Direct dial or 
; @ Colour T.V 
iM @ Fax/Telex 
JE @ Secretarial services 
JP @Laundry/dry cleaning 
| @ Perfect for families 
dae in “Knightsbridge & Kensington, 
we offer a wide selection of recently 


bedroomed apartments. The long or short 


Send for for Brochure & Seasonal Offers 


m——————— aa eh ae Atte 


SERVICED APARTMENTS LIMITED 
Dept E, 26 COLLINGHAM GARDENS 
LONDON 5W5 0HN 
Tel: 071-835 1144 


Fax: 071-373 9693 Telex: 918595 





































K F 
ECONOMIST 


For information about 
classified advertising 


contact 


"Nicola Rowlinson 
The Economist Newspaper Ltd 
25 St James's Street. 
LondonSW1A IHG 
Telephone: 071-839 7000 
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| COMMODITY ' PRICE INDEX 


/CONOMIC AND FINANCIAL INDICATORS _ 


IUTPUT, DEMAND AND JOBS America's industrial production rose by a modest 1.296 in the year 
d June. in the 12 months to May the rate of growth in Britain's industrial output increased to 3.1%; | World stocks of base metals 
luring the same period Sweden's industrial production fell by 1.296. Britain's retail sales fell by - are low, leaving the markets. 
'.8% in June, the sharpest decline since 1979, trimming the 12-month rate of increase to 0.9%. | vulnerable to supply disruptions. This month 
‘he 12-month growth in Italy's Gop quickened in the first quarter of 1990, to 3.1%, from 2.8% in the | prices have been jolted from their summer 














ear to ) the final quarter of 1989. lull by several pay disputes. Workers at. 
"ikiia à anni rate Asarco's copper mine in Arizona ini e 

industrial production GNP/GDP retail sales [volume] unemployment % rate | Strike. World copper stocks equal only oi 
3mthst — i1year — 3mthst — iyear — 3mhst — iyer latet year ago. | month's consumption; on the London Metal 
— 14 —24 w FIA  *$50m i09 437a — 66. 0 | Exchange stocks have fallen to 46,850. 
4 32 +36 w 5s em 1167 4 72 m: 79 m 84 | tonnes, the lowest for more than two years... 
— 42 — 22 m +22 +2201 tI 17 oe 35 m 73 | Zinc stocks on the Lv have almost halved 
~12 +19 w +28 +29 a — 59 +18 aw 93 my 89 this year, but prices of both zinc and lead fell 


— 21 +72 my +141 + 44 a1 +82 +56 wy 9 this week. when the strike at Cominco's 
-296  — 29  — *91 +39% X121 ^ + 47 Marge $0 May —— 57 smelter in Canada looked close to being 








aly s a Apr B t A a TES t is Amd ^ - settled. The month-long strike at the Do- 
n . a May aM, 1 . ae a — Q. Mar ie May a t + x . * 

Mpan + 857 /— 053 ww — T1104 — * 54m —  TéBa | — 99 We ooo es miambo ferro-nickel plant in New Caledonia 

Spain 753  L51 ^ na na +4174 + 43 aet 156 sm 175 y erro-nickel pla M 9 


un 1 12 mm 909 2 uw uu ug | EIU me ees DNO P LOU ke: 


Mzerland —191 + 09 a +19 298m +12.2 + 0.6 Mart 05 may" 0.6 deci ^" | 
SA. - +36 +12 m + 2.1 + 2.2 0 — 54 — 0.1 May 52 Jun 5.3 month year 
Value index deflated by CPI. * *New Series. Dollar index 
PRICES AND WAGES America's 12-month rate of consumer-price inflation quickened to 4.7% in. | Food 11 113977 .— 956 à— 29 -103 


lune. During the same period British consumer prices jumped by 9.8%, the fastest annual increase | '^oustrls 


since March 1982, and (together with Sweden) the highest inflation rate in our table. The 12-month | — DULL Lue E 


141[2 1409 +07 mw 





ate of increase in producer prices slowed to 2.7% in America and to 0.9% in Japan in the year to | ^u. ^ 1709 1874 4 15 — 54 
lune. Japanese workers received a 5.1% pay rise in the 12 months to May. Steingindex = ^. 
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@ WORKING HOURS The average Japa- 
ese worker still clocks up 47 hours a week, 
sompared with his Dutch counterpart's 34 
tours. Such differences are partly explained 
3y the importance of part-time employment, 
which is highest in countries which appear to 
have the: laziest workers. One quarter of 
Holland’s workforce is part-time, more than 
wice the share in Japan. Also, most Dutch Sta 
workers take five weeks’ paid holiday; the 
Japanese are entitled to 15 days and many 
still take only half that. Average hours 
worked fell in most OECD countries in the 
1980s, as the statutory working week was 
rimmed and workers won longer holidays. 
The exceptions were Japan, where hours 
worked remained unchanged, and Sweden 
1nd America where workers seem, surpris- 
ngly, to have become more industrious. 


Footnotes applicable to al tables. Al gures seasonal adjusted except ‘hot seas. adi. t Average of latest 3 months compared with avg. of previous mos, at anual a na not available 





































B TRADE A country’s tendency to trade will WORLD BOURSES All the markets in the chart made gains, except for Stockholm and Singapore. 
depend, in part, on its size. Small countries | New York hit an all-time high but finished just short of the 3,000 barrier. London managed to gain 
usually produce fewer goods, and rely on | 3.8%, despite poor government borrowing figures. The world index rose 2.8%. 











exports to pay for necessary imports. Bigger | Stock price indices — | % Change on 
countries tend to be more self-sufficient. The | Jul 17 pe a one one record 31/12/89 
three countries with the highest proportion of. | . 43 suty MAC Ow we o A Le iu 
trade to GNP all have populations of around | ,..—..— áo; — 137 — "14:48 — 0 37 4 38  -—38 ^ -— 15  — 13 
Som or less; the countries with the lowest Belgium | 6262 6599.4 5568.2 +04 + 30 —80 -33 +12 
ratio of trade to GNP have more than 100m Canada 3613.4 4009.5 3334 2 + 24 — $2 —12.1 — 90 — &8 
people. But the propensity to trade will also | France  - 5384 564.6 4829 +19 #+102  — 44  -—28 +19 
depend on a country's import restrictions, its. |- W.Germany 2359.3 2414.0 2151.5 4 14 +269 | —23 +77 +107 
exchange-rate policy, and the incentives to Holland 202.4 206.3 184.2 34 + 29 — 39 — 02 + 28 
export. Brazil (although it is changing) and Hongkong 3463.9 3507.2 2738.2 +16 + 383 —12.3 +22.1 +22.7 
india are two of the most protected econo- italy 736.2 763.5 646.7 + 22 + 78 18.9 Eli +12.7 
mies in the world, and thus sit at the bottom Japan. 33172.3 38712.9 28002.1 + 32 — 05 m —14.8 v 
een aN ie odia : Singapore 1517.0 1607.1 1479.0 —04 +114 #~56 +24 +71 
at the table. Nigeria and indonesia have high | South Africa ^ 2966.0 3211.0 2794.0 +04 +16 —76 +63  -—57t 
ratios of trade to GNP, given their popula- | Spam 308.1 309.7 2482 4 18 + 20  -— 63 438 4123 
tions. South Korea, at the top of the list, has | Sweden 19215 13289 i172 — 04 + 40 -38 +47 * B6, 
had the fastest economic growth in the past | Switzerland 8455 845.5 7376 — 404 + 117 i 3112 
20 years of those in the chart. UK 2415.0 2483.7 2103.4 +38 + 62 -20 —03 —113 
USA . 2999.8 2999.8 2543.2 + 38 + 17.9 nil + 9.0 + 9.0 
+ 43 -55 -49 — 49 


Woridi 534.4. . 9710 468.3 + 28 ; 
= Morgan Stanley Capital international fConverted at financial Tate 








ONEY AND INTEREST RATES The annual growth in America’s narrow-money supply quickened 
to 4.6% in June—its fastest since December 1988. its broad-money growth slowed to 1.8%. 
Australia's narrow money grew by 2.4%, and Sweden's broad money by 8.6%, in the year to May. 


Money supplyt interest rates % p.a. (Tuesday, except bonds which are previous Friday) 

*& rise on year ago Money market Commercial banks Bond yields Eurocurrency 
Narrow Broad Overnight 3 months Prime Deposits Gov't Corporate Deposits Bonds 

| Mt | = lending 3months long-term 3 months E 
Australia + 24 +16.8 May 15.05 14.82 18.75 14.82 13.14 14.30 14.31 14.65 
Belgum +55 +940 938 930 1275 9.05 9.54 —— 9,59 938 — 965 
Canada  — 1.9 ^ 98 sn 14.00 13.60 14.25 1360 |. 10.74 11.55 1331 1241 
France +69 + 56 ma 9.81 9.94 10.50 10.19°* 9.89 10.30** — 10.13 9.77 

. W. Germany + 4.1 + 39 way 8.05 8.25 10.50 7.51 8.80 8.80 8.31 8.72 
Holland * 39 147 Am 7.81 8.20 10.25 8.20 8.72 9.33 8.13 8.96 


Italy +97 +10.0 mw 11.50 — 11.88 13.00 na 11.24 1169 11.31 11.88 
Japan — 06 +132 my 741 7.02 718 #363 724 728 769 693 

Spain +253 +86 a» 1479 1502 1625 — 725 1325 1336 1459 13.38 
Sweden na +86 my 1205 1290 1400 1270 . 1331 1428 1250 13.36 
Switzerland — 74 +27 aw 9.00 900 10.50 — 825 608 6.82 8.88 6,68 
UK +69  -171 we 15.19 1497 1600 1126 1254 
































USA + 46 + 18 3 


Other koy rates in London 3-mih Treasury Bils 14. 3%, 7:09 viewer 14. 996, dosing band 7 lay noliol 4 0%. Eurodollar 
rates (Libor): 3 mths 8.196, 6 mths 8.296 


a ee en ee Holland, a alee ee Japan M2 plus CDs, Spain M3--other liquid assets, UK M4, Definitions of interest rates quoted 


available on request. Sources: Banco Bilbao Vizcaya, Chase Manhattan, Banque de Commerce (Belgium), Lyonnais, Credit Lyonnais Bank Nederland, Svenska 
Handeisbanken, Westpac Banking Corp, CSFB, The WEFA Group. These rates cannot be construed as offers by these banks.** Last week's rates. 


TRADE 3 EXCHANGE RATES AND RESERVES A sharp increase in imports caused America's monthly trade deficit to climb to $7.73 billion in May 
from a. Tevised $7.31 billion in April. Over the same period Canada's trade surplus increased to $1.1 billion from $400m. Japan's trade-weighted 
exchange rate rose. 0.5% and the dollar gained 0.3%. Sterling fell by 0.1% and the D-mark was unchanged. 
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50 if you re interested in helping sul 
your company’s pension fund from sudden 
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nesses manage risk. 
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people, more places, more profitably. 
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. meet the demands of this emerging market. 
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| Low noise levels to open the gates of the 
.. world's most sound sensitive airports. Day 
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s Exhaust emissions that won't tax the 

- environment. Or you. 
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by the numbers, GE90 promises to be what 
— success takes. 
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| lling the environment _ 
- Professor William Nord- 





y 7th) admits that scientis 
'€ urging some action now, yet 
i ides them for not. knowing 





k the costs and benefits? 


his perde has the ey to 
impose climate change on the 


mmental political discourse is 
about the morality of leaving fu- 


ear waste and contaminated 
groundwater. lf we choose to 


mental rights, limiting our own, 


prices and Mr Nordhaus’s at- 
. tempt at a calculus based on the 
existing understanding of costs 
- will be rightfully seen, as should 
| most other economic analyses as 
_ now undertaken, as merely a de- 
fence of the status quo. 


yses of the economic impli- 
tions of alternative assign- 
ments of rights. Th 
ously, however, when they forget 
the basic distinction in their 


nd efficiency. 
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aus on greenhouse. economi cs. 


omi Nordhaus' s contin pon | 


ext. The ever widening envi- 


ture generations with an uncer- - 
tain climate, fewer species, nu- 
grant those generations environ- . 


then markets will generate new © 


Economists can help through | 


ey err griev- - 
ble way to build an insurance 


wn model between distribution _ 
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. Si&—Mr Nordhaus underesti- 


mates the threat of climate 


change. The threat is not from 
an orderly transition to a 


warmer world; farmers could 


move north and scientists could 
develop new plant strains. The 


threat is from chaotic climate 
change. Unpredictable cold in 
summer, warmth in winter and 
abnormal rainfall at any time 
play havoc with agriculture. 
These changes, which would af- 
fect more than just agriculture, 


are not the statistically remote 


disasters (such as the collapse of 
the Antarctic  icecap Mr 
Nordhaus says he iricludes in his 
calculations. They are little crises 
that could, nonetheless, hobble 


. the world's economy. 


Worse, Mr Nordhaus does 
not seem to take into account 
the knock-on effects that climate 
chaos will have, even if the pri- 
mary effects are confined to cli- 
mate-sensitive sectors of the 
economy. "Don't worry," he 
seems to say, "because agricul- 
ture is only 396 of American GNP 
and energy and water systems 
less than 1096," which is as wise 
as saying, "the heart is only a 


fraction of total body mass 


whereas the gluteus maximus is 
much heavier. Therefore, don't 
worry about primi the 
heart—just cover your ass." 

This approach is not a sensi- 


portfolio. The measures sug- 
gested are, in themselves, rea- 
sonable. What matters, how- 
ever, is the priority each of them 
receives. With the notable ex- 
ception of a carbon tax, they are 
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all measures that- 
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government and institution | can 
claim to have in place; a policy 








that sounds suspiciously like 
business as usual. E 
London Davip FESTA 
Solidarity before all 


Sm—Your leader on Eastern Eu- 
rope (June 23rd) is timely and 
perceptive, but I wonder if the 
conclusion really follows from 
the analysis. For years to come 
the restructuring of the inher- 
ited socialist economy will be a 


source of social misery and con- 


flict. Does the situation there- 
fore not call for a government of 
national unity of the kind that 
Poland broadly enjoys, although 
the individual elements might 


well be changed? Is not the anal- 
ogy of wartime Britain more ap- 


posite than that of parliamen- 
tary democracy in normal times? 

Parties in a western democ- 
racy are normally rooted in civil 
society—a dense network of 
more .or less organised commu- 
nities and interest groups— 
which guarantees their relevance 
and stability. But civil society is 
still in its infancy in Poland and 
the rest of Eastern Europe. The 
electorate is rootless and liable 
to violent swings of mood and 
shifts of allegiance. The mainte- 
nance of a broad movement 
(rather than a free-for-all) for a 
few more years, until the founda- 
tions of the market economy 
and civil society are securely laid, 
would not seem such a bad thing 
after all. 


Oxford 


ZBIGNIEW PELCZYNSKI 





Cutting your cloth 


Sirn—Your aversion to the Euro- 
pean Community’s common ag- 
ricultural policy (June 30th) —a 
healthy sentiment in some re- 
spects-—has unfortunately made 
you blind to any other interpre- 
tation than the American one of 
the present rather precarious 
situation in the GATT Uruguay 
round of trade talks. 

Tt is not just European small- 


‘mindedness about the cap that 
puts into jeopardy the willing- 
ness of such important develop- 


ing countries and efficient farm 


exporters as Brazil and Argen- 


tina to accede to deals on ser- 
vices, intellectual property and 
investment. There is also the 


_lack of progress on greater open- | Duke Street 
ness of world textile trade, which [Tis mes ein 


























































On n a point a United States 
is the recognised foot-dragger 
and the EC has made some con- 
structive proposals. 

Hoeilaart, 


Belgium P.J. KUNPER 





Free and fair 


Sin—The turnout in Tunisia's 
municipal elections in June was 


indeed high, since 7996 of the 


registered voters exercised their 


_ right to vote, but the elections 
were certainly not "rigged" (June 


23rd). As you are aware, opposi- 
tion parties chose not to partici- 
pate in the elections and this 
may explain why they did not 
ceive any votes. 

No less than 33 independent 
candidates were elected in the 
coastal town of Chebba and else- 
where—surely proof that the 
elections were not rigged. 

ABDELWAHEB ABDALLAH 
Ambassador 


Tunisian Embassy 


London 





A Dan fine job 


SiR—1 was sorry to see (Letters, 
June 30th) such a lopsided re- 
sponse to your May 26th article 
on Dan Quayle. Of the three let- 
ters published, there was no sup- 
port for the vice president, only 
a blitzkrieg on his character. 

I found your article on Dan 
Quayle well balanced, accurate 
and a fair appraisal of the diffi- 
culties the job entails. I wisi 





had responded sooner. 
Valprionde, 
France PETER MARTIN 













EIU Regional Reference Series 


EASTERN EUROPE & 
THE USSR: 


Economic Structure and Analysis 
This comprehensive volume looks at the 
main regional issues affecting Eastern 
Europe & the USSR. These include the 
post-communist transition in Eastern 
Europe, unifying the two Germanies, the 
Baitic States: the economics of 
independence, Perestroika faces the 
1990s, and the disintegration of the 








































CMEA: what next? it also provides 
detailed facts, figures and "analysis on 
the structure and working economies of 


- Albania, Bulgaria, Czechoslovakia, East 
Germany, Hungary, Poland, Romania, 

| USSR and Yugoslavia. —— 

Price including postage: £135 UK & Europe: 
USS255 North America: £140 Rest of World 
The Economist intelligence Unit 


215 Park Avenue South 
New York, NY 10003 
USA 






































| CEAS Oo 
CONSULTANTS (WYE) LTD 


_ SENIOR CONSULTANT: 
_ ECONOMICS/MARKE TING 


Jart of its expansion plans, app lications are | E Sa 

| invited for a senior appointment to the CEAS | 
- Consultants research team. The post is based | | 
. at Wye College (University of London), Ashford, - 
Kent. The company provides a research and IN 
; consultancy service to the public and private | M 
. sector in economics, marketing and environ- . | 
. mental policy issues in the agricultural and food 

industries. The company is part of the Produce | 
Studies Group who provide specialist market | 





research and consultancy to the food chain. 


"The post will suit candidates with proven experi- dos 
ence in consultancy and research in either a. | - 


university or commercial environment. 


An attractive salary package including a profit- — x 
sharing scheme and other benefits will be |. E 
offered. Telephone to discuss or send applica- | - 


tions with cv to: 


N. A. Young, Director, CEAS Consultants (Wye) Ltd, | 
Wye College, Ashford, Kent TN25 5AH. Tel: 0233 ; 


812181. Fax: 0233 813309. 














“In the financial markets of the City 
highly qualified economists. 


There are a number of opportunities 
._.  . for International and European 
economists with expereince of : 
either fixed income or equity ^ 
markets. | du 





. Should: you wish to discuss these 
.varied opportunities in complete 


071-489 1 130. 


S a ARC H & SELECTION. IN SECURITIES AND INVESTMENTS 


ECONOMISTS 


there is continued demand for 


confidence please contact: Clare 
Kearns, 20 Cousin. Lane, London, 
EC4R 3TE, Tel: 071-236 7307, Fax: 





NS ASSOCIATES 








~ The Zambia Centre for Accountancy 


Studies has been established with - 


funding from the European Community 





i, to prepare students for the ACCA Level. 

| .2andLevel3 examinations. The Centre, - 

_ /basedin Lusaka, has been operational for 
one year itis to be run on a commercial 
basis with the aim of becoming self- 





|... Staff and a technical assistance team of 

five internationally recruited tutors are 
already in place. 

|^ TheCentre is expected to play a key role 
... >in the development of the accountancy 





| pròtëssion in Zambia, T néfeisanead to. | 
appoint a Director who will have overall - re. 
responsibility for the operations of. 


the Centre. This will be a dema nding . 


appointment covering: 
..* Overall direction of academic activities | 
i» |... Including some teaching - 
| financing. Locally recruited administration _ © Marketing of programmes 
+ Administration and financial 


managementof the Centre. 


Suitable candidates will be qualified 
accountants who have relevant teaching 


ba and RAREN experience. 





. advantages of living ai wane i 


 Afrcafor consideration by our client 
butinthe first instance please forward 

-  yourdetails to: C 
i Executive Selection Diision - 


 SE190L 


Price Waterhouse 


















_Anattractive c compensation package. E 
will be offered in addition to all the | 





Zambia. e E 
_ Applications wilfBe forwarded to /—— 





irolyne Stanforth 





e Waterhouse, 
No. .iLondonBrdge 













FEDERAL MINISTRY OF AGRICULTURE AND 


“NATURAL RESOURCES - 


NATIONAL LIVESTOCK PROJECTS DIVISION 


VACANCIES . 


Applications cre invited from qualified specialists to implement the World Bank Associated Second Livestock Development Project in Nigeria. The 
positions are: ^. HE RM Y qose uie d m EM 


Qualifications required: ACA, ACMA or CPA, member of a recognised professional body of accountants. The Financial Controller should have. 
leadership qualities and have at least 10 years experience at a senior level in a large public corporation or equivalent commercial experience. Ex- 





perience in large scale development projects, international procurement.and use of computers is required. 


ss 4. CHIEF LAND USE PLANNER | 


Qualifications required: A degree in Agriculture or Livestock Production with a postgraduate qualification in resource planning or conservation. 
Alternatively a Maman oF 10. years. experience in practical implementation of large scale agricultural or livestock enterprises, large scale land use 
planning, dam and road design and construction, soil and water cariservalion detail planning and implementation. Experience in development 
modelling and basic project analysis, sectoral planning and the production of detailed reports and feasibility studies to a standard acceptable to in- 
ternational funding agencies is required. Experience in the use of microcomputers is also required. HMM f un 


3. HEAVY EQUIPMENT SPECIALIST | —— 
Qualifications required: A formal qualification in agricultural, mechanical or civil engineering, chartered or incorporated engineer with a minimum 
of 10 years experience in the maintenance and development of heavy earthmoving equipment for road, earth dam construction and land clearing 
in a developing country. In addition he should have not less than five years experience, at a senior level, in the operation of a medium sized, light 
and heavy, vehicle and equipment, maintenance workshop. j 


4. CREDIT SPECIALIST | 
Qualifications required: A formal qualification in Agriculture or Livestock, with at least 10 years field experience, five of which must have been spent 
= ina senior position in small holder credit operations in a developing country. Experience in the use of microcomputers is essential and experience 
"with the formation and operation of rural co-operatives would be an advantage, ab 








La 


ivestock is 


monitoring and evaluation of development projects, including collection, analysis and evaluation of base dato. — — 


Qualifications required: First degree in noe or Livestock with a secondary qualification in dairying. At least 10 years experience is required in 
. commercial and smallholder dairy production in a developing country. In addition experience with producer co-operatives and the collection, 
_ processing and marketing of dairy products is essential, = T Wave | " 4 


| . &. INFORMATION SYSTEMS SPECIALIST | 
Qualifications required: A degree in Computer Science, Information Technology or related discipline is essential. The candidate must be an 
experienced microcomputer user with at least seven years experience, at a senior level, in public sector information management, in a developing 
country, in the agriculture/livestock fields. Experience in the design and implementation of a national data collection system, its analysis, evaluation 


9s LIVESTOCK SECTORAL PLANNING SPECIALIST — 
Qualifications required: A first degree in Agricultural Economics is essential with a second degree in the broad field of Development Planning. At 

least five years experience. is required in-sectoral planning, preferably in the agriculture/livestock field. A familiarity with resource assessment in 
essential as is previous experience in the formulation and presentation of national, sectoral development policies and implementation strategies. 

The successful candidates will be initially offered two. e contracts. Remuneration will be at a competitive international level, comprising a basic 

salary, overseas. allowance and terminal gratuity will be offered. All payments ame free of Nigerian tax. Other benefits include allowance for 
dependants, education, installation and shipping of personal effects; free housing and utilities; paid home leave of 30 working days per annum. 

red fo submit five copies of their.personal data, certificates and other credentials to: _ m 

c/o The Choirman, Zurich Commercial Ltd, 117 Hanover Road, eder WIE SON, UK. | 


ceived within one month from the date of this advertisement. Only short listed candidates will be invited for interviews. 
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es aj lications for post of. 
C retary- General 


S required: a lawyer of stand- 
Cé oi on Engli or judge, 





















human ios. 


|. Those interested are. invited to apply 
- soonest with CV to Secretary-General, 
_ICJ, BP. 120, 1224 Chéne-Bougeries/ 
Geneva, Switzerland or by fax to 41 22 49 
31 39, | 
























7 ‘Required by 
Oxford Analytica 


EDITOR 


M n-line. analytical service supplied to major internation- 
al pharmac eutical companies. 


‘Having: established - over the past 14 years a pre-eminent 
osition in the field of on-line. analytical services, the company 
vas now developed à parallel product specifically for the 
pharmaceutical industry: The service provides succinct, timely 
and authoritative analysis of major developments— political, 
economic, social, dinical, medical--which have an impact on 
dustry. 
rvice now Wishes to recruit an editor, whose primary 
responsibilities will be: | 


management of a ‘small: editorial team in Oxford 
- continuous contact with a range of world-wide experts 
in with corporate clier ts - 


'eping abreast of all major developments i in and around 
the pharmaceutical industry. 


ye ideal applicant will have proven writing and editorial 

skills, an appropriate academic background and some first 
_ hand knowledge and experience of the Pharmaceutical indus- 
"try. Salary is negotiable. 


2 Please send applications with curriculum vitae in “confidence 






















James Plaskitt 
Oxford Analytica Ltd 
52 New Inn Hall Street 
Oxford OX1 2QB 
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— Should have good command of English, Knowledge of French is highly 


and the United Nations Ec 


-. French, German and tralian ystems. CES 
. Applicants should send current Cürric ulum. Vitae, recent salary hist 





` ADDIS ABABA ETHIOPIA 
INTERNATIONAL LIVESTOCK CENTRE FOR AFRICA 


DIRECT OR OF 


ADMINISTRATION DEPARTMENT 
VACANCY INT/007/90 ` 


POSITION: 
As a member of the senior management team of International Livestock 
Centre for Africa (ILCA), the Dirctor of the newly created Administration - 
Department reports to the DIRSSIOr General. Major responsibilities for this | 
position are: . 













— To coordinate, supervise, lead, BE and report ILCA'sactivities. _ 
in the General Services and Pe irsonnel Divisions. Major administrative. 
functions included in these divisions are: Physical Plant, Procurement, - 
Housing, Catering, Visitors' Serves, Security, Personnel, Clinic, Liai 
son, Travel, etc. 

— To liaise and coordinate the Centre's administration at headquarters with _ 
ILCA's other zonal sites in sub-Saharan Africa. i 

— To coordinate the Centre's administrative relationships with national © 
programmes in sub-Saharan Africa and with overseas institutions. ur 

— To undertake other senior managerial duties as needed and especially i in l 
 theareas of budgeting and financial accountability for the Administration: 
Department. 
















The position requires E T with proven ability, in an organisation bf B 
similar size as ILCA, to organise and lead administrative support services ina 
way that assists achievement of the organtsation’s goal. 


QUALIFICATIONS: 

— A Masters Degree in Business Administration or a related field. 

— Extensive work experience at a senior level in administration and other — 
areas relevant to this position. Experience in finance and accounts will be 
advantageous. 

— Knowledge of the Third World environment preferably in Africa. 

— Good interpersonal skills and ability to work effectively with profession- 
als of different disciplines in a multicultural setting. 


desirable. 


REM UNERATION: | 
Remuneration will be in liae with comparable international organisations $ 
and includes salary (paid in US$), free furnished accommodation, insurance, . 
pension, cost of living allowance, hardship allowance, education grant for 
dependant children and anaul home leave travel etc. Initial salary will be 
determined by qualifications and experience. 


GENERAL: 
The International Livestock Centre for Africa (ILCA), with headquarters in 
Addis Ababa, Ethiopia, is one of the 13 international agricultural research 
organisations which are supported by the Consultative Group on Interna- 
tional Agricultural Research (CGIAR). The Centre has 66 internationally. 
recruited staff and 650 locally recruited staff and is involved in research 
throughout sub-Saharan Africa with zonal research teams based in Kenya, 
Nigeria, Niger, Zimbabwe and Mali. ILCA's goal is to achieve measurable 
and sustainable increases in livestock output in sub-Saharan Africa and i 
major activities are research, training and information. 


With purpose-built offices and research facilities on a large landscaped site: 
close to Addis Ababa's international: airport, the Centre's headquarters 
provide a secure and pleasant working environment with sports and leisure 
des The city, which enjoys pleasant weather throughout the year, has a. 
large, diverse expatriate community and diplomatic missions from more than 
75 nations. Ie is also the seat. of the Organisation of African. Unity. (OA 
onomic Commission for Africa(UNECA) Th 

ols, inclading those for American, Br tish, 






























are several international 


names.and addresses of three professional referees and phorocopi 
supporting documents (nor returtiable), before Seprember 15 1990, 
confidence to the Personnel Manager, ILC A, PO Box 5689, Addis Ababa, 
Ethiopia. 


PO Box 5689. Cable ILCAF/Addis Ababa— Tel: 61-32-15 
Telex: ILCA ADDIS 21207. Fax: (251-1) 61- 18-92 
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| NINGS PER 
SHARE U P 25.5% 


INTERIM RESULTS TO 
30 JUNE 1990 (UNAUDITED) 


Six months to 30 June 1989 | Difference 

|. £m ë Um | ^ X 

Revenue 5483 — 9541 | 4255 
Pre-tax profit 1959 2365 | 4229 


Taxation | | 803 875 | +16.3 


Profit attributable 
to ordinary : | ; 
shareholders | 85.3 148.4 +26.6 


Dividend | |. 149 259 | 4244 


Earnings per DEM | 
share (ADS) . 20.6p ($1.00 | +25.5 


NOTE: The above unaudited financial information has been prepared in accordance with UK GAAP. For convenience 
the US Dollar equivalents have been converted at US $1.74 to £1, a rate prevailing on 30 June 1990. 


HIGHLIGHTS 


<. * Strong revenue growth in major markets « 
> Recovery in trading room systems sales « 
... M Product upgrades continue « 
> Strategic priority for global automated trading « 
> Service cancellations high t but Further pone growth gapociea: * 


oo oe gees vees Ld 


; i $ * 
* 5. . ~ # 
2 $ E i E ETT seo? eee 


7. soon. ee. * 9 a eno DU 
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* ONSIDERING the alternatives, it has — 
AL been easy to admire the American way 
hes past few decades. lt was and is de- 
monstrably better at making its average citi-. 
zens rich and free than rival systems. Cultur- 
ally, too, the world has voted for America by 
seeking everything from jeans to Michael 
Jackson. Yet if, today, you stop the average 
jropean, or. Japanese, or Latin American, 
Of, for full effect, Canadian in the street and 
ask him what he thinks about America, you 
are as likely to hear contempt as praise. 

The Japanese will probably mention idleness and selfin- 
dulgence, the European philistinism and naivety, the Latin 
American insensitivity and boorishness. Someone will use 
the word materialist. Drugs, guns and crime will feature; so 
will a television culture catering to the lowest common de- 
nominator of public taste, a political system corruptible by 
money, shocking contrasts of wealth and poverty, and a mor- 
alistic and litigious approach to free expression. 

America attracts such bile partly because it is more self- 
critical than other nations. Hypocrisy is often in the eye of the 
beholder: how dare a European look down his nose at a coun- 
try. to whose universities his brightest fellow-citizens choose 
to flock? Foreign criticism often attacks American habits that 
the critics themselves happily adopt a few years later: from 
refrigerators and Elvis Presley to negative campaigning and 
aerobics. To criticise America is to criticise what the future 
plds in store. 








kettle. But it has misgivings about the direction in which 
some of America’s “culture” is heading—precisely because 
the Pat 


tomorrow. By culture we mean not painting and music, but 





way of living. The ‘worry is about what might be called a. deo 
adent puritanism” within America: an odd combination of 
ducking responsibility and telling everyone else what to do. © 
The decadence lies in too readily blaming others for prob- 
ka. rather than accepting responsibility oneself. America's | 
litigiousness i is virtually banishing the concept of bad. luck. 
he most notorious (and overexposed).examples come from. 











tort law. A hotel refuses to allow an able-bodied guest to swim 
in its shallow rooftop pool because there is no lifeguard on 
duty. A drunken driver can sue his host for allowing him to 
get. drunk. But there are other examples. If a prominent citi- 
'omes an n alcoholic or is caught eroe some fea 





"This newspaper is unashamedly Aneren agar 
ing that the British pot is at least as black as the American 


Yerican way today tends to be the way of the world 











| ten ure scientific suppor I 
> ated claims by a few scientists th 
^ found "genes for" alcoholism, gg 
are well couched to prevent people tak 
| rap far their own actions. 

















& ach to Mei ucl nds t puri 
 tims— these are worthy aims. But fair rec 
is not always appropriate; sometimes the buci 
must simply stop. Just as an over-padded wel 
T state breeds a habit of blaming and expecting help from 
government, so America’s legalism breeds a habit of shifting 
burdens on to somebody else. It saps initiative out of an eco 
omy quite as effectively as the state-sponsored variety. / 
Another facet of this phenomenon is the warped idea tha 
the problem with America’s underclass is a lack of self-esteem, 
and that the answer to poor educational performance is to 
teach more self-esteem. Bunk. The characteristic that in th: 
past drove generations of immigrants from the underclass to 
prosperity was not self-esteem, it was self-discipline. The rea 
son that Japanese schoolchildren—and the children of Asi 
immigrants in America—learn so much: more than thei 
American counterparts is discipline, not self-esteem. 































Don't fire someone. Let him go 


To see how far such evasiveness has caught on, look at th 
new abundance: of euphemism. Prisons have become "re 
habilitative correctional facilities", ; housewives are “home- 
makers", deaf people are ' “hearing-impaired”, , the c 
Palsy society tells journalists never to use the word “sul 
about those with that "disease" (forbidden), “affliction” (fi 
bidden), condition (allowed). Jargon cannot alter reality 
refreshing to hear a politician who favours both abortion 
the death penalty described bluntly as "pro-death". = 

` Take race. There are few countries on earth in wick 
ple are generally less prejudiced about colour than Am 
stereotypes of the old South and Bensonhurst notwithstan 
ing. Yet there are few countries where the issue loom 
large; where pressure groups are so quick to take offence a 
careless remark, or where words are made to carry su 
weight of meaning. "Black" is fast following negro into | 
lexicon of the forbidden, to be replaced by "African-Ame 
can" in the never-ending search for a label without overton: 
Some universities, egged on by their students, have recen 
imposed disgraceful restrictions on free speech rathér th 1 
bigots speak out on campus and be judged for what they: 

As for puritanism, America’s search for fairness as 

















































F nologies A con knit f tyranny of thea ma- 
| ) lerance of any eccentricity, is creeping into 
i erica, the west coast in particular. An increasingly puri- 
ical approach to art, married to a paranoid suspicion of 
ld-abuse, has made a photographer who takes pictures of 
nts with their children naked on the beach into a target 
he FBI. Add to that sort of thing the ruthless prudishness 
he television networks about anything except 
iolence, and the gradual assertion of “correct”: ways of thi 




















dds up to a culture of conformity that would rather E 
yan shock. 
5 television script-writer P edinitead th 


essure groups has arisen to try to persuade television pro- 
ucers to push "correct" : 





ic bags are bad for the environment. A 








reverse this trend.) 
E As Americans get ever ties. ied seem to grow more 


Theo odic Asus have to check their Iraqi Rambo 


(YO RESIDENT HOSNI MUBARAK of Egypt, who has been 
A. trying to dispel it, calls the past fortnight of tension be- 
tween Iraq and Kuwait “a passing cloud”. He is wrong. The 
cloud of fear that Iraq's President Saddam Hussein has spread 
over the Middle East is not passing. It is darkening, and will 


dictator make a stand against him. Those people are not the 
Israelis or the Americans, whom Mr Hussein routinely deni- 
rates to a chorus of delight from his Arab neighbours. For 
ow, Israel and America can look after themselves (though a 





yost at risk are Mr Hussein’s Arab. neighbours. n 
One country to have found this out is Kuwait. During the 
lf war, it was the indispensable entrepôt through which 
q brought in its weapons and supplies. Kuwait gave Iraq 
n meal 0 billion i in loans, free of interest, to help Mr Hussein 
| lf had started. For this relief the Kuwaitis 
OW receive no thanks f 'om Mr Hussein, who accuses them of 
rofiteering while Iraqis shed. their blood to keep all Arabs 


wn the Gulf) have conspired with 
herica flooc il market and drive down oil prices. 
is e Just qa the OPEC meetir g in Geneva, two Iraqi 
ioured divisióàs moved ide as to the Kuwaiti bor- 








gratuitous - 
g about such things as smoking and affirmative action. It all 
igarettes into the hands only of baddies.. A whole ame yof i 


ideas on their (fictional) pro- 
ammes: smoking i is bad for you, concern for the homeless ies 


dm usable But fictión i is fiction, not a set of cautionary tales. te 


'erhaps the success of the surreal serial “Twin Peaks” or Yicuor ene away with half of his witticisms today? If we 


are all to enjoy the twenty-first century, America must lighten 


get blacker still until the people most at risk from the Iraqi 


lear Iraq could cause big trouble in the future). The people 


fe . Since the v var, he _ the Ruwais (and the United. 





i risk-averse: | so that they 


v become par bout haz 
waste in their district, Hui d ia ird ok l 
and ready to spend large premiums for organic vegetables. It 
being a free world, they are welcome to do so, even if the risks 
from hazardous waste are exaggerated, or the risks from natu- 
ral carcinogens in organic vegetables greater than from pesti- 
cides. But must they become killjoys in the process! Being 
bossed by faddish doctors is something people have come to 
expect. But neighbours and friends (and advertisers) have no 

need to be ruthlessly disapproving of the fellow who prefers 


cream and an early coronary to self-absorption in a costly gym 


‘building muscles he will never need. 


None of these things is confined to America, but-—like 
erything else—they breed faster and more lushly in Amer- 
ica. And now the infection has spread to politicians, who 


F have discovered that a quick way to television prominence is 
to take outraged offence at every imagined slight. Careers can 


lapse because of a single “gaffe” that does not pass some 
"ologic | litmus test. Television seems to have done i its best. 










up a bit. 


Hussein 





have not. The sheer mendacity of Mr Hussein's allegations 
(which include the charge that Kuwait's foreign minister is an 
American agent) has persuaded Kuwait and the UAE that they 
are up against a bully who must be stopped. Yet the echo from 
the fellow-sheikhdoms of the Gulf Co-operation Council is 
faint. In Saudi Arabia, the only GCC member with any mili- 
tary weight, Iraq's intimidation has gone virtually unreported. 
in the government-muzzled newspapers. Beyond the Gug 
many Arabs vaguely feel that the undeservedly rich Kuwaitis 
are at last getting their just deserts. 


The pleasures and perils of Saddam. —— 


Why the silence? Mr Hussein has been shrewd in his latest 
choice of victims. As it happens, Saudi Arabia (like Iran) is 
more or less on Iraq’s side in the OPEC quarrel. But there is a 
more ominous reason. The Arab governments which worry 
today that Iraq will invade Kuwait were yesterday conniving 
in Mr Hussein's promotion of himself as the strongman-hero 
of the Arab world. They ignored his persecution of Iraq's 
Kurdish minority. They exulted when he hanged a British- 
based journalist on uncorroborated charges of being an Is- 
raeli spy. As for his promise to burn half of Israel with chemi-. 
cal warheads, that thrilled Arabs everywhere: last May Arab 
leaders thronged to Baghdad to endorse Mr Hussein's quest 
for the most powerful modern weapons, including mass-kill- 
ing ones. If you help to create a Rambo, it is confusing when 
he turns his fire on you. i 
Arab governments nervous about io tell dendo l 
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 quota-busters and hoisted oil prices, he will leave his neigh- 
bours i in peace. He has promised Egypt that, for now, he will 
.mot attack Kuwait. But if you listen closely to Iraqi com- 
plai ts, it is pretty clear that he will eventually want a lot more 


Kuwait is Bubiyan island, the writing of of Kuwait’s wartime 
lo ins- -perhaps even ' [us gir usd for oe s PE 





| eli Britain's electricity elie: in EUREN pieces - 






'HE privatisation of Britain's single biggest business ps 
set to spoil quite a few summer holidays. The government 
and its advisers had earlier intended to sell off Britain's elec- 
tricity-supply industry through a series of stockmarket flota- 
tions, starting in November. Then it began to wonder 
whether the City of London could swallow around £10 bil- 
lion of electricity shares (of one kind or another) in the space 
of a few months. Now the government has been approached 
by Hanson, Britain's fifth biggest company and arguably the 
most successful conglomerate on either side of the Atlantic in 
recent years, with an offer it will find hard to refuse. 

— Lord Hanson wants to discuss a bid for PowerGen, the 
smaller of the two state-owned utilities about to be put up for 
sale. Together with the larger, National Power, this duopoly 
generates about 8096 of the nation's electricity. The govern- 
ment cannot clinch a quick deal with such a fabled predator 
as Hanson: that would smack far too embarrassingly of Lord 
Young’s 1988 sale (struck in August, as it happens) of Rover 
to British Aerospace. Nor would it be prudent to go into ne- 

ptiations with Hanson without some fall-back position other 

han recourse to a public flotation. On both counts, the best 
bet looks an auction—preferably one in which foreign firms, 
as well as British, would be free to bid. But once embarked 
‘upon this course, why restrict the goods on the block to a 
single lot—or even just two? Why retain the duopoly at all? 


Mr John Wakeham, Britain's energy secretary, has already = 


; acknowledged the logic of extending the auction to cover 
PowerGen's larger rival, National Power, if potential bidders 
show interest. He should now go further. It has always been 
obvious that a properly competitive market in electricity gen- 


eration requires more than two big players and a handful of 


tiny independent companies. This was ignored in the 1988 
‘white paper on the future of the industry because the govern- 
ment foolishly insisted on privatising nuclear power. To ac- 
commodate it meant designing a company as large as National 
Power. The result was a botch. But nuclear power was 
dropped from the sell-off last November. That left Mr 
“Wakeham free, if he chose, to split PowerGen and National 
Power i into smaller morsels. He has not done so. 

He is thus ducking a fine chance. A real marketplace for 
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Mr Hussein's aims are limited: having intimiditedo OPEC's ger is dar having discovered the we ik 


= neig it 


panies—all due for sale this November. Suppliers bringi 
electricity to this grid-marketplace could have a capacity 


29,700Mw) arid PowerGen (18,7 


contracts stipulated between the generators and the distribu 
tion companies were stacked grossly i in favour of the gene 


might mean another infuriating disruption for their manag. 


: ers; but the task would be feasible and worthwhile. 


improved productivity ought to promise strong cash flow 
just the kind of prospect that Hanson has always apprecia 


must be decided before the distribution companies can 
floated. What better way to spend the summer break tha 













ness all around. 
will decide he is pushing at an open door. MEM 
Mr Hussein ended the Gulf war with a powerful war n 
chine of 1m men under his sole control. At 53 he is a: 
man; still, perhaps, in mid-career, and still testing the lir 
his power. The American warships exercising in the Gulf wi 
the UAE this week sent a healthy message; the West's i 
has to be made clear. But care must be taken not to help 
Hussein, by letting him dress a personal lust for powe 
clothes of an Arab. “us” against a western "them". 





















bours rs who chiefly need te to act, whil ev 













































the € ni 4 selling of didi] is now in prospect; ` 
sisting of a national grid tapped into by 12 distribution com 





well under 10,000 megawatts without losing the economies of 
scale ‘currently enjoyed. by: National Power (capaci 


into, say, five companies and sold off to new parents like Ha 
son or GEC or a consortium of City investors—or even to 
dinary shareholders—a truly competitive market could lea 
toa significant fall i in the Price of wae 





Throw the switch - 


Too late? Yes, of course, will doubtless be cay answer va diode 
in the industry who have been pulling together teams of ex 
utives. They would be wrong. The government has alrea 
made, at the eleventh hour, an even more profound and coi 
plicated change in the original privatisation plans. The initia 


tors, in order to make them easier to sell. Since Febru: 
these contracts have bes en. 
split National Power and PowerGen into several competi 





The costs of splitting up the duopoly would be partly 
set by saving the expense of the brouhaha of two mega-fl 
tions. That the five resulting companies would attract bidde 
is hardly in doubt. True, brisker competition will make « 
tricity generating a riskier business; but with several gen 
ing companies, it would be politically easier to accep 
from abroad. Besides, an industry with guaranteed dema 
regulated prices, limited R&D needs and plenty of scope 


Mr Wakeham needs to hurry. The structure of the indu 


creating a Ny es electricity Indus 








ust the boring little place e united Germany's capital 


T SOUNDS so obvious: Berlin will be capital of the new 
Germany. Berliners assume as much. The East German 
rime minister, Mr Lothar de Maiziére, is campaigning hard 
or it (he wants the idea enshrined in the soon-to-be-signed 
reaty on German union). President Richard von Weizsäcker, 
































.. Mr von Weizsäcker usually soothes everyone 
with his speeches. Not this time. 

The case for erlin i is impressive, as are its chances. Bonn 
been merely a "provisional" capital, Berlin is Germany's 
ristorical Hauptstadt. No other German city (least of all 
Bonn) has remotely the sense of power and presence that puts 
rlin in the London-Paris league. Yes, a move from Bonn 
ld be costly; but Berlin is hardly Brasilia, needing to be 
suilt up from scratch. East Berlin has been a capital half-city 
hrough the years of Germany’s division, and Berliners are 
eady imagining how their united city would look as the cap- 
ital of united Germany. A restored Reichstag building would 
_be the new Bundestag; the East German Volkskammer would 
house the new Bundesrat, or upper house; deputies would 
have their offices in what used. to be the Central Committee 
building of the East German communist party. — 

Besides, Berlin’s candidacy has an emotional appeal that 
makes it hard to resist. Berlin is one of the few big contribu- 
tions East Germans bring to the great merger, which has oth- 
-erwise felt as one-sided as a corporate takeover by West Ger- 
.many. They will be terribly upset if their capital, too, 
- disappears westwards. What better way, Mr von Weizsäcker 
- and others ask, to show that Germans are growing together 
into something new than to move the capital to Berlin? _ 

< There's the rub. The choice of capital will say a lot about 
the new Germany. That is why it is still worth listening hard 
to two of the main arguments for sticking with Bonn. 

-. First, Bonn has worked well for West Germany, so why 
ls ndon it? It has worked well precisely because it is so pro- 








AN JULY 27th, nine days after the American secretary of 
/ state, Mr James Baker, announced his. government S 
idden U-turn on Cambodia policy, he was due to arrive in 
carta to meet his South-East Asian counterparts. Hot as In- 
esia’s capital is, he will not have received a warm welcome. 

Thy not? How could any decent person object to a switch of 
olicy that is intended to keep the awful communist Khmers 
ouges fronit returning te to: power ir in Cambodia? 





| m forr er mayor of West Berlin, has weighed in for the | 





hat Cambodian switch 


m nerica’s changed policy is unlikely to do what i ity was intended to do 


vincial (the best thing about Bonn, Franz Josef Strauss used to 
say, is the train to Munich). That has allowed West Germa- 


 ny's federalism to flourish, and it is why most of the Lander 


are against a move to Berlin. United Berlin will have 5m peo- 
ple, three times as many as the next-biggest German city. If it 
gets the government as well, it will become an awesome mag- 
net. Lobbyists, córporate headquarters, the courts and maybe 
the Bundesbank too would be drawn to it. Germany would 
not only be bigger, it would be different, more centralised. 
Would the change really be for the better? 


Eastward, hmm | 9 
For the second reason, look at a map and the history books. 


transfer to Berlin would mean an eastward shift that is bound 


to make Germany's western friends feel uneasy. Berlin was 
capital of a Germany that included a large part of what is now 
Poland and a chunk (East Prussia) of what is now Russia. It 
was at the heart of Germany, not on its eastern edge. With 


Hauptstadt Berlin, might not the new Germany's centre of 


gravity move too far east for its neighbours' comfort? Germa- 
ny's record since Berlin became its capital in 1871 is not ex- 
actly reassuring. Through no special fault of the Berliners 
themselves, their city has represented Germany through 


some of the darkest chapters of its history: first. Kaiser 


Wilhelm Il, then Hitler, then communist East Germany. 
With or without the capital, Berlin has a fine future. It will 
be by far the biggest city between Moscow and Paris and no 


doubt a home to many a German and international institu- 


tion. It will be Germany's Big Apfel. But that does not mean it 
must have the government too. These days, it is not for for- 
eigners to tell Germany what to do, but Germans surely need 
to weigh what outsiders think when taking their big deci 


Many Europeans will feel happier with a capital they associa 


with the Germany they know and love than with one redolent 
of the Germany they feared and fought. 












No one could, according. to. ‘America’ s editorial writers 
and congressmen. Almost to a man, they praised President 
Bush’s decision to start talking to Vietnam about Cambodia, 
and to stop backing the claim of the three-part resistance co- 
alition (two parts non-communist, one part Khmer Rouge) to 
Cambodia’s UN seat, Naturally, Vietnam was pleased, and so 
was Mr Hun Sen’s Cambodian government, which it backs. 
China, Vietnam’s old enemy, complained loudly but, as the 


















Khmers Rouges’ arms supplier, it would, wouldn't it? - 

. Cambodia's non«ommunists, though, also denounced 
the switch. So did Singapore's tough and shrewd prime minis- 
ter, Mr Lee Kuan Yew; he was joined, though in a more diplo- 
matic vein, by the. other South-East Asian countries. Japan 
politely welcomed the American opening to Vietnam but also 
said i it would continue to back the three-part resistance. 






pieces of the puzzle - 


may well lead to more war, not less, in Cambodia. The trouble 
isnot that the United States is going to talk to Vietnam. It has 
long been absurd that Americans are still forbidden to do 
business with Vietnam; and for America to refuse to talk to 
one of the main parties in the Cambodian war has made little 
more sense. But, by giving the Vietnamese something in re- 
turn for nothing, America has reduced their incentive to deal. 
A conscientious policy should try to do three things. The 
first is to keep the Khmers Rouges from shooting their way 
k into-power, The present bunch may or may not be the 
genocidal monsters of old, but there is no need to test the 
point in a real-life laboratory. The second aim is to give the 









Cambodians a free choice about whom they want to be ruled - 


by. This means stripping both Mr Hun Sen’s communists and 
the Khmers Rouges of their ability to decide the result by 
force or fraud. That would also satisfy the third aim, which is 
to reassure Vietnam's neighbours that this Prussia-like state, 
which. installed the present Cambodian government as its 
puppet when it invaded the place i in 1979, will not soon be 
tempted to try its strong arm in the region again. 


Numbers not 





Britain's statistics badly need independent quality-control 


A. “Good Statistics Guide" would never make the best- 
. À seller lists. More's the pity. Official statistics steal head- 
lines, wipe billions off shares and defeat governments, yet all 
too often the numbers are ropey. Britain's national accounts, 
for example, are so riddled with holes and revisions that the 
true state of its economy is anybody’s guess. Macroeconomic 
policy is, at best, like driving a car with a blackened wind- 
screen and only the speedometer and the rear-view mirror as 
guides, and becomes even scarier if the dials are wonky and 
the mirror cracked. It now seems that initial estimates grossly 
understated the strength of Britain’s economy in 1986-88 and 
misled Mr Nigel Lawson into running an unduly lax mone- 
tary policy. The rest is history—which should be learnt from. 
+: Britain is not alone in this predicament. America, too, has 
yecome prone to revision after revision of its official num- 
bers, There are two common causes. First, the changing struc- 
ture of economies makes them more difficult to track. Statisti- 
cians’ machinery is still geared up to measure steel and coal 
rather than financial services and consultancy; yet the service 
sector now accounts for 60% or more of most modern econo- 
mies. Things you can drop on your toe are easier to find and 














orries America’s Asian friends is that the new policy 


! orth crunching - 



















































A plan put forward by Australia, involving an ir 
administration: for Cambodia and ‘UN-supervised 
admirably fulfils all these aims, but it has been making 
fully slow progress. The main reason is that the outside. 
ers that count, China and Vietnam, have been fer 
about protecting their interests in Cambodia. Getting 
to agree on a compromise is the indispensable key to p 

The Americans have now abandoned the attempt X 
that by backing the Cambodian resistance. But it is unc 
how they hope to proceed instead. They say that they 
happy with Chinese co-operativeness in recent big-po 
talks on Cambodia, and that their new policy is intende 
put pressure on Vietnam by “isolating” it if it now refuse 
compromise. Yet Vietnam, like China, has a habit of poc 
ing goodwill gestures and waiting for more; it has no histo 
of responding to them. | 

If America is genuinely orchestrating pressure on bo 
China and Vietnam to reach a settlement along the lines 
down in the Australian plan, Godspeed to it. But with ( 
now angry and Vietnam a little smug, the chances do not loo 
good. The unhappy truth may be that the United States ga 
up on the Cambodian resistance as a prelude to washing 
hands of the Cambodian mess. | 

That would be a tragedy. No political NE inC 
bodia is possible without the acquiescence of two distaste 
powers, China and Vietnam, and the arm-twisted consent 
two others, the Khmers Rouges and Mr Hun Sen's govern 
ment. Winning their agreement is a dirty job. Not winning i 
means handing Cambodia over to a military solution hic. 
can on grow out of the = of a Khmer Rouge gun. 








count. In America just three companies a account for $150 E 
lion worth of sales in the car industry; to arrive at. the sar 
output for the restaurant and drinks sector would requie 
survey of 189,000 firms. = 
The second blight has been deregulation, whisky h 
blocked off sources.of data. The scrapping of foreign 
change controls, for example, makes it harder to monit 
flows and outflows, so balance-of-payments figures have 
come murkier. It may be no coincidence that America: 
Britain, two of the speediest deregulators, have the loud 
complaints about numbers. 


Economical with the truth 


Plausible as these explanations are, neither can ERN w 
most international boffins reckon that Britain's statistics. 
once the world's best —have deteriorated more than anybo: 
else's. Britain has some extra reasons of its own. s 

The savage cut in the size of the government's statistic 
services following the Rayner review in 1981 must bear so 
of the blame. Lord Rayner concluded that the governme 
should collect only odi statistics that it needs directly 



























































| lling b 2 sed. As a result 
Britain is now ay the ay big develot ed economy 
which does not have a bread series of detailed statistics about 
particular products. Though such figures are not required di- 
ectly for government, they can help build macroeconomic 
'atistics. Without them, those numbers become less reliable. 
There is also a whiff of political trickery in the air. Some 
laim that the government is using statistics asa drunk uses a 
mp post—for support, rather than illumination. For exam- 
;the definition of unemployment has been changed no less 
an 30 times since 1979. By coincidence 29 of those id 
ents helped to shorten the dole queue. 

-- How might Britain's record be improved? look at the 
orld’s best official statisticians: Canada, followed closely by 
.ustralia, Sweden and Holland. These countries’ systems are 








: ethical and practical issues 


FAIT until the wind is in the north, ay your boots on, 

V V eat a raw egg. There has never been any shortage of 
advice for people who want to pick the sex of their offspring. 
The very profusion of such tips, from the bizarre to the scien- 
tifically earnest, is evidence of the strength of people's desire 
not to leave the matter to chance. The trouble is that most of 
the advice is useless. There has, of course, always been infanti- 
cide, which is 10096 effective but 096 acceptable. In some rich 
countries, sex selection is practised not infrequently by selec- 
tive abortion, after the sex of the foetus has been discovered 
by doctors. That is hardly ideal either, and few people admit 
to approving of it. An easy and acceptable means of sex selec- 
ion remains a long way off, but may be getting closer (see 
page 72). Would that be a blessing or a plague? 
— It is easy to imagine that it would be a plague of boys— 
orse perhaps than the noxious beasts, locusts and so forth 
hat the God of Israel visited on the Egyptians. It has been 
itimated that if an easy means of sex selection were available 
n America, there would pretty soon be a 9.596 surplus of 
nales. In countries where the pressure to have boys—for eco- 

mic, cultural and religious reasons—is even stronger, the 
rplus would probably be greater. Hence theologians have 
n divine: providence. behind the 50:50 sex ratio: “for by 
his means it is provided, that the species may never fail, nor 
perish, since every male may have its female, and of a propor- 
ionable age", wrote John Arbuthnot in 1710. 
| Arbuthnot seems to have confused survival with monog- 
my. In fact the species could survive in the face of all sorts of 
lifferent sex ratios. Consider the surplus of women in West 
Jermany and Russia after the second world war, or the sur- 
lus of men in the wild American west. But these imbalances 
were temporary. A permanent one might be harder to cope 
with. And since in many countries couples prefer to have a 
y first, selection would mean that the common characteris- 
s of the Arsisbort-éssertiveneas; selFconfidititece would 















i e ment) and that Á 


! ie ability to choose the sex of your child easily ison the way. Ít will raise some tricky 


centralised with r 


whose independence i is guaranteed by law. Often this 
backed by an independent agency representing il users aiy 
producers of statistics—a kind of guardian angel against po- 
litical pressures. Britain is almost alone in having ? 
decentralised statistical system with statisticians in individua 
departments reporting directly to ministers. With no auton 
omy, political meddling is all too tempting. 

On July 25th a working party of Britain's Royal Statistica 
Society made recommendations that draw upon the Cana 
dian model. It called for a centralised statistical service; a Sta 
tistics Act to guarantee its independence; and a National Sta 
tistical Commission to assess lapses of accuracy and charges o: 
fiddling, and to ensure that statistics serve the community at 
large, not just ministers. No need to revise this: just imple 
ment it, and with no seasonal adjustment, please. 








be even more unevenly distributed between the sexes. Se 
selection could set feminism back by decades. 

This pessimistic view sounds plausible, but it leaves ou 
something crucial: feedback. It does not take into accoun 
how people would behave if a serious imbalance between thi 
sexes emerged. If women became rarer they would becom: 
more valuable. How important would it be to have a son i 


- sons were ten a penny? The same surveys which show tha 


couples in western countries have a slightly higher preferenci 
for boys also show that they want a balanced family, with a 
least one son and at least one daughter. Would parents go or 
picking sons if that clearly spoiled the future for both sexes! 


The benefits of choice 


The best thing about sex selection has nothing to do with s 
but rather with the size of populations. If you do not have t 
take a 50:50 chance of coming up with the wrong sex eacl 
time you procreate, you will, on average, need to produc 
5096 fewer children in order to get what you want (and Henr 
viii could have made do with at least two fewer wives). Wher 
arguably the most serious problem facing poor countries i 
overpopulation, this benefit should not be dismissed lightly. 
Should governments intervene? Since choosing the sex o 
children might affect not only the couple concerned but als 
the happiness of future populations, it is a proper matter fo 
regulation. But the rules should be light, and used only ii 
extreme circumstances. If, for instance, a serious and sus 
tained preponderance of one sex emerged in a country or re 
gion, it might be reasonable to restrict access to the technol 
ogy of sex selection while the imbalance remained. Thu 
couples might be allowed to guarantee themselves only th 
sex of one boy and one girl. In any event, couples would be a 
free as before to conceive the old way, with the wind in thi 
north, with boots on, or whatever. 
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28,036,176 

















Liabilities and Shareholders’ Funds i ae ae 
‘Customer Deposits | 21,137,454 18,320,191 
Due to Banks and Other Liabilitie 4,715,429 2,967,357 


















































Shareholders’ Funds aii ag 2,183,293 | 
28,036,176 | 

Contra Accounts  — — — 25,267,268 | 

Statement of Earnings | | 

Operating Revenue 470,484 





Less: Operating Expenses 





TotalOperatingIncome = 
Transfer to Reserves ME: 








Net Income for the six months ended p ONERE | u 
June 30, 1990. (0... ,293,540 186,864 











-For further information, please contact: 
Head office: The Corporate Secretary, Saudi American Bank, PO. Box 833, Riyadh 11421, 
Kingdom of Saudi Arabia. Telephone (01) 477 4770. _ | 
London branch: The Manager, Saudi American Bank, Nightingale House, 
/65 Curzon Street, London W1Y 7PE.UK. l n 
stanbul branch: The Manager, Saudi American Bank, PO. Box 49,L evant, 
stanbul, Turkey. | | 
;eneva office: The Manager, Samba Finance S.A., 16 Rue de la Pelisserie 
204 Geneva, Switzerland. che gu : 

New York Representative office: The Manager, Saudi American Bank, 

399 Park Avenue, New York, NY 10043, U.S.A. 
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| Obtaining up to date, consolidated but conc 









economic information on the world's major a, $03 (EM Mom s ET LUI val it 
-economies can be a problem. Accurately inter- 15 i CM || propi pnm Mp it SES imp : 
preting the data can be more difficult still. Together $3 © p Fb ud a i i "3 | ee ee Em 
cor individually, Europe Update and Pacific Update WA Ga c | proves! Emma ES wire M See Dita : 


could be the solution. Every month, these two bulletins Ea Yaa Terreos 
provide forecasts and analysis of developments in these WY, Y | Gaze" 
iverse but dominant regions. b AE 
twelve pages each month Europe Update includes: Ys 
main pointers to recent economic developments inthe = 
uropean Community countries and their implications. — 
ll page each on the twelve European Community member 
economies: Denmark, France, Germany, Greece, Ireland, Italy, 
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- Netherlands, Portugal, Spain, United Kingdom and (together) — | à d 1 mE PNE 
Belgium and Luxembourg. Tables summarising recent economic S DIN A LUX U R Y, LANDMARK 
‘statistics and EIU forecasts are accompanied by a short explanatory text. | | LONDON HOTEL 


Pacific Update, also in twelve pages, contains: VT 
i main pointers to economic developments in the countries on the Pacific Rim. | After major refurbishment 
© full page coverage of nine major economies in the i ed the USA, Japan, b. i the Coburg will reopen 


S China 8 South Korea, Singapore, Canada, Hong Kong, Taiwan and Australia. a in August 1990. 

-© summary coverage of developments in other economies of the region: dil ; E , 

: - Indonesia, Malaysia, Mexico, New Zealand, the Philippines and Thailand. ar Restored to Its former 
Complementary to both Europe Update and Pacific Update is World Trade — ||| - elegance with the _ 
Forecast, published sacl oad quarter but included in the annual subscription. li. bedrooms equipped with 

- Based on the central forecast of the Economist Intelligence Unit, World Trade |] every modern convenience 
Forecast provides a textual and tabular four page summary of fundamental wr ` to maintain its atmosphere 


-developments in the world economy. 


- we — ue eee ORDER FORM s» m um oe | 
. Please enter one year's subscription to: E5 | TARIFF 


of calm and comfort. 


CJ Europe U e (12 issues) and World Trade Forecast —— | i e | 
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Price: UK & Europe £150; North America US$285; Rest of World £165 | TheSuite — £180.00 
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~ and World Trade Forecast X An . INCLUSIVE OF 
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Why Vietnam still feels lonely 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


Yau 1, JT NH 
js EY. Eh »" 
CH. Mi A 
é suffered 40 years of war. Now we 


are one of the poorest countries in 
the world. More than other countries we 
need peace and friendship. But the fact is we 
are surrounded and the Cambodian prob- 
lem is only a pretext used by our enemies to 
isolate us." The speaker is Mr Tran Quang, 
official responsible for the “cultural and 
logical work" of the Vietnamese Com- 
munist partys Central Committee. His 
words summarise the outlook of many in 
Vietnam's hierarchy: resignation to contin- 
ued hardship, deep suspicion of foreigners 
and a fierce insularity bordering on bloody- 
mindedness. 

America's decision, announced on July 
18th, to open negotiations with Vietnam 
over Cambodia led to a flurry of euphoria in 
Hanoi. Maybe the war with the Vietnamese 
Communists’ most powerful enemy, contin- 
ued by economic and diplomatic means 
since 1975, was at last over? 

Reality soon conquered euphoria. The 
American shift is limited, and may be limit- 
ed still further during a string of meetings 
due to begin this Friday, July 27th, between 
Mr James Baker, the American secretary of 
state, and his counterparts from the Associ- 
ation of South East Asian Nations, most of 
whose members harbour old fears of Viet- 
namese militarism. Worse, from the Viet- 
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namese point of view, even if the American 
change does eventually lead to loans from 
the West, they will probably be too late to 
save a Vietnamese economy galloping to- 
wards destruction. 

Industrial production fell sharply in the 
first half of this year. A fifth of the Vietnam- 
ese who live in towns are thought to be un- 
employed. Many of those with jobs are ei- 
ther not being paid or are receiving 
miserable salaries on which they cannot 
make ends meet. Last year the great success 
story was rice: Vietnam went from near-fam- 
ine in 1988 to become the world’s third larg- 
est exporter of rice in 1989. This year pro- 
duction is down and Vietnam is unable to 
fulfil many of its export contracts. It is 
thought to have only enough foreign ex- 
change to cover two days’ imports. The gov- 
ernment has dropped its brave policy of us- 
ing the black market to set the official 
exchange rate: banks now offer 5,000 dong 
to the dollar, traders go over 6,000. 

Much of this is the consequence of the 
Soviet Union’s retreat from South-East 
Asia. "The Soviet Union and Vietnam as 
two brothers—an elder one and a little 
one—is an idea of the past. We are now in a 
new era of co-operation based on mutual 
benefits," says Mr Andrei Levin, the coun- 
sellor at the Soviet embassy in Hanoi. 


In practice this means no more aid for 
Vietnam after December, when the current 
five-year plan ends. Vietnam has done well 
under this plan, which has given it around a 
billion roubles a year. Now it will be asked to 
repay its debts to Russia, which amount to 
nine billion roubles ($15 billion at the mean- 
ingless official exchange rate). Hardest of all, 
from the beginning of 1991 all trade be- 
tween Vietnam and Russia will be paid for 
in dollars and based on international prices. 
Last year Vietnam bought all its fuel and 
cotton and three-quarters of its steel and fer- 
tiliser from the Soviet Union at heavily sub- 
sidised prices. 

The fall in rice Production this year 
stems largely from higher fertiliser prices: 
Soviet fertiliser shipments have been badly 
delayed. President Do Muoi was supposed 
to have flown to Moscow at the end of last 
month to plead for the 1.5m tonnes of fertil- 
iser Vietnam still needs this year. His visit 
was put off until after the Soviet party con- 
gress. A new date has yet to be agreed on. 

The talks, if any, will hardly be cordial. 
Vietnam’s rulers distrust all advice from for- 
eigners. They view recent changes in the So- 
viet Union with ill-disguised horror. Increas- 
ingly, they fear that listening to Russian 
economic advice in the 1980s will turn out 
to have been one of two great mistakes that 
could lead to the party's eventual loss of 
power. (The second, by general agreement, 
is the failure to groom successors for the rul- 
ing gerontocracy.) "We ignored Chinese 
military advice during the American war 
and won. We took Russian advice to build 
up heavy industry and look where it got us,” 
says a former army officer. 

Most Vietnamese do not care whether 
western advice would be any better; they just 
want the cash. Will they get it? The key is 
restored relations with America. This would 
clear the way for loans from the World Bank 
and, more important, for investment by Jap- 
anese companies, which until now have re- 
spected the American embargo on trade 
with Vietnam. The American shift makes 
this target now visible in the distance—but 
the far distance. 

The problem is Cambodia, where the 
Vietnamese-backed government is wobbling 
(see next article). The Americans have said 
that normalisation of relations with Viet- 
nam depends on a comprehensive solution 
in Cambodia. But, as other Asian countries 
have been quick to point out, America's 
view that Cambodia's UN seat should no 
longer be held by the resistance coalition, 
whose strongest part is the Khmers Rouges, 
may make such a solution more difficult. 
America's action made China lose face, 
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which it is now determined to recover by in- 
creasing support to the Khmers Rouges. 

The United States and Vietnam claim 
they want the same outcome in Cambodia: 
the non-return of the Khmers Rouges, and a 
free election leading to the creation of a neu- 
tral state. The first talks berween the two 
governments are scheduled for New York 
on August 6th; they are likely to underline 
their differences over how these worthy 
aims can be realised. 

Vietnam's main aim is to ensure Cam- 
bodia's neutrality. Translated, that means a 
Cambodia in which China and the Khmers 
Rouges have no role. A diplomat in Hanoi 
describes talks between China and Vietnam 
on Cambodia in June as a "dialogue of the 
deaf'. China's price for dropping the 
Khmers Rouges seems to be Vietnamese rec- 
ognition of China's regional dominance. 
The Vietnamese will not contemplate that, 
so they continue tlifir fight to preserve the 
present government in Phnom Penh. 

Vietnam will welcome a United Nations 
role in monitoring a cease-fire and an elec- 
tion: but it will oppose by all possible means 
the replacement of the Phnom Penh hierar- 
chy by a UN administration. The United 
States, though, will insist on such a role for 
the UN in the run-up to an election. There 
will be more talks on the details of a Cambo- 
dia settlement. Months will pass, and Viet- 
nam's economic decline will continue. 

As senior party officials in Hanoi recite 
that "only Vietnamese can resolve Viet- 
nam's problems," it is hard not to detect a 
faint relish for a return to the old certainties 
of running a society and economy under 
siege. The party men stress that in the harsh 
times ahead more party unity, not pluralism, 
is where salvation lies. Those who do not 
share their nostalgia are being reminded 
that the People's Army of Vietnam is con- 
trolled by the party, not the state. Demon- 
strations in squares are not advised. 





Cambodia 


The fogs of war 


FROM OUR SPECIAL CORRESPONDENT 


INCE early June, 1,760 families have 

been living along a dirt road ten miles 
west of the provincial Cambodian town of 
Kompong Speu. For 200 of the families the 
government has put up simple huts. The 
rest live in the mud under black plastic tar- 
paulins. Each adult receives 16 kilograms of 
rice a month, and whatever else is available. 
Usually nothing is. Few of the refugees even 
have salt. A Red Cross flag flutters above a 
larger hut, whose storeroom contains rice 
wine and M-16 rifles, but no medicine. Down 
the road are about 200 cheery if poorly 
equipped militiamen in an earth redoubt 
whose perimeter trench is also a latrine. 
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KOMPONG SPEU 


Remember the Khmers Rouges 


These are only some of an estimated 
30,000 refugees in south-western Cambo- 
dia. As with so many things in this sad coun- 
try, the truth about why the refugees of 
Kompong Speu left their homes is elusive. 
The official version is that they asked to be 
moved out of remote areas in the foothills of 
the Cardomom Mountains to save them- 
selves from the Khmers Rouges. Some aid 
agencies, however, are reluctant to help the 
government feed and care for them: the aid 
people suspect that they were forcibly reset- 
tled to deny the Khmer Rouge army access 
to food. The agencies fear that, by helping 
these early cases, they will encourage the 
government to move more people into 
camps, where sickness often kills them. 

Whatever brought these people here, 
their stories confirm how active the Khmers 
Rouges are in south-western Cambodia. Mr 
Pen Sambo is chairman of the council of 
Oral district, whence most of the Kompong 
Speu refugees come. 

He says the Khmers Rouges' 18th battal- 
ion has controlled his district for months; 
the only way to get from Kompong Speu to 
his township by road is in a T-54 tank. The 
Khmers Rouges promised the people free- 
dom from Vietnamese colonialism and a 
"liberal regime". But most of their old hab- 
its persist: schools in the areas they control 
are dismantled and children taken away 
from their parents for indoctrination; 
monks are disrobed; permission must be 
sought to get married; drinking wine and lis- 
tening to the radio are banned. Mr Sambo 
admits, however, that some of the 300 fam- 
ilies who stayed behind in Oral did so volun- 
tarily. Those who followed him have not es- 
caped the Khmers Rouges, who are active in 
the jungle around the refugee camp and oc- 
casionally shell the militia. 

A visit to Kompong Speu leaves little 
doubt about the significance of Chinese 





support for the Khmers Rouges. Mr Keo 
Pong, the 36-year-old commander of the 
18th battalion, was trained in China from 
1976 to 1983. The wards of the hospital in 
the town are full of amputees who have lost 
feet to the Chinese-made mines that his men 
have sown freely in the paddy fields. 

Asked what would stop the Khmers 
Rouges, Mr Sambo answers without hesita- 
tion, “China must stop supporting them.” 
It would also help if the government in 
Phnom Penh stopped handing the Khmers 
Rouges easy propaganda. Government 
troops live in squalor, and most of the capi- 
tal’s inhabitants lack running water, elec- 
tricity or adequate food. Yet the top people 
are getting rich. There are new Mercedes 
cars on the streets of Phnom Penh, and the 
dining room of the flashy Hotel 
Cambodiana, which opened on July Ist, is 
crammed with traders and government 
cials. They must check their guns at 
door, but their pockets still bulge with 
bricks of 100-riel notes (the largest denomi- 
nation, introduced earlier this year and now 
worth only 20 American cents). 

While the newly rich play, the newly 
powerful plot. Mr Chea Sim, the head of the 
national assembly and chairman of the rul 
ing United Front for the Defence and Re 
construction of the Kampuchean Father 
land, may be the regime's new man o 
power. He would not be interviewed. Dur 
ing a meeting of the ruling party's plenum 
this week he is said to have declared tha 
Cambodia already enjoys pluralism. There i: 
the government in Phnom Penh, and there 
are the three groups fighting it: that make: 
four parties. Any misguided soul trying tc 
form a new party will join the six official: 
arrested last month for trying to do just that 
Organising free and fair elections in Cambo 
dia will be an uphill struggle. 
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FROM OUR DELHI CORRESPONDENT 


WEN your biggest ally begins tak- 
ing precautions against your possi- 
ble demise, it is idle to claim you are in 


excellent health. India’s prime minister, 
Mr V.P. Singh, faced factional quarrels 
earlier this month that led him to 
threaten resignation. But he goes on 
claiming that his minority government 
| will last a full five-year term. 
Sceptics now include the Bharatiya 
| Janata party (Byp), the Hindu nationalist 
group whose 86 parliamentary votes help 
to sustain Mr Singh’s government, and 
whose national executive has just decided 
to start distancing itself from the main 
party in the coalition, Mr Singh’s own 
Janata Dal. In India’s largest state, Uttar 
Pradesh, the BjP formally withdrew its sup- 
port from the coalition. The party had 
earlier done much the same in the state of 
Haryana, where Janata Dal stands accused 
of using musclemen to rig elections. The 
BJP increases the shrillness of its religion- 
based demands, while insisting that it 
hopes Mr Singh will go the full distance 





India and the Soviet Union 


Fraying knot 


FROM OUR MOSCOW CORRESPONDENT 


ET first trip to Moscow since 1985 by 
an Indian prime minister produced the 
usual trade agreements, assurances of warm 
regards, and so on and so forth. In fact, Mr 
V.P. Singh's visit marked the downgrading 


of one of the world’s longer-running "s 
g g Spe 


| relationships". 
b India and the Soviet Union have been 


close friends since the 1950s, when Nehru 
was industrialising India according to 
planned targets. The friendship was reaf- 
firmed most recently in 1985, when Mr 
Rajiv Gandhi visited Moscow twice, and in 
the following year, when Mr Gorbachev 
paid a return visit to India and signed the 
"Delhi accord". This said that trade be- 
tween the two countries would increase by 
hundreds of percent for five years. 

The close ties survived the 1980s largely 
for geopolitical reasons. Pakistan had 
teamed up with the United States, China 
and the Afghan resistance. So India stuck 
tight by Russia and the Afghan government. 
The head of the Soviet foreign ministry's 
South Asia department says that "changes 
in the international . . . political situation 
have not affected these ties". This is rub- 
dish. Virtually every tie in Asia's intricately 
:onstructed system of alliances is being un- 
ravelled, the Indo-Soviet link too. 
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Singh's Hindu-shaken quinquennium 


and promising to support him in 
parliament. 

The BjP dreads a schism in the coali- 
tion, because it knows Mr Rajiv Gandhi's 
Congress party would take advantage of 
it. It has stopped supporting the Janata 
Dal only in two states, where the Con- 
gress has been thoroughly beaten down. 
But it wants to emphasise its difference 
from the Janata Dal, and is forever eager 
to play on Hindu feeling. 

In Uttar Pradesh the sectarian issue is 
ready-made for stitring up by zealots. 
Some land in the town of Ayodhya, on 
part of which stands a mosque for local 
Muslims, is claimed by Hindu militants as 
the birthplace of the god-hero Ram. They 
insist they will build a Ram temple there, 
and that no court will stop them. Muslims 
say the outcome will show whether or not 
the government will, protect them. At- 
tempting to do so, the authorities ordered 
the arrest and expulsion of a revered 
Hindu leader, the Shankaracharya of 
Dwarka, for stirring up Hindu feeling. 


India is getting fewer practical benefits 
from its Soviet connection. The two most 
visible symbols of the partnership are Soviet 
tanks and other military hardware in the In- 
dian armed forces, and India's nuclear and 
hydroelectric power industry. In 1986, 7096 
of India's military equipment came from the 
Soviet Union. A third of Indian power sta- 
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Muslims and secularists were pleased; the 
BJP condemned the effort as pampering 
the Muslims. 

The Ayodhya issue has been hanging 
about for years. Muslims thought Mr 
Gandhi equivocal about it when he was 
prime minister, and therefore gave many 
votes to the Janata Dal at last year's elec- 
tion. Mr Singh wants to keep those votes, 
but also needs BJP support. 

There is more and deadlier sectarian 
strife in Kashmir, where the Bj, alleging 
that the government wants to start a dia- 
logue with terrorists instead of smashing 
them, demands a harder line against Mus- 
lim militants. Mr Singh tries to straddle 
the sectarian fence by hotly blaming Mus- 
lim Pakistan for the troubles in Kashmir, 
while playing down the communal angle 
within Kashmir itself. 

The danger is that an Indian coalition 
preoccupied by sectarian disputes may not 
deal as coolly with Pakistan as it otherwise 
might. When senior civil servants from In- 
dia and Pakistan met last week to discuss 
Kashmir, they did little more than reit- 
erate old positions and agree to meet 
again next month. At least they are still 
talking. 





























tions were built there or were based on So- 
viet designs. 

Of the nuclear-power plants, the less 
said the better. Soviet military equipment, 
too, no longer matters to India as much it 
once did. Mr Singh did meet the chief of the 
Soviet armed forces in Moscow to talk about 
more arms purchases (including, allegedly, a 





Singh and Gorbachev, exemplars of the no-longer-so-special relationship 
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used aircraft carrier). But America is rapidly 
becoming India's second-largest arms sup- 
plier. The Heritage Foundation, a think- 
tank in the United States, reckons that 
American arms exports to India rose tenfold 
between 1984 and 1987 to $800m, little less 
than the Soviet Union's. 

The Soviet Union no longer treats India 
as a favoured ally. Take the argument be- 
tween India and Pakistan over Kashmir, the 
disputed area on their border. During Mr 
Singh's visit, President Gorbachev (no 
doubt with his own separatists in mind) 
again declared that his government 
recognises the state of Jammu and Kashmir 
as an integral part of India. Behind the 
scenes, though, Soviet officials worked with 
American ones earlier this year to help India 
and Pakistan avoid war over the territory. 

Only one part of the “special relation- 
ship” remains: trade. The two countries 
have an elaborate barter arrangement under 
which they fix a target in rupees, then swap 
Soviet oil for Indian consumer goods and 
textiles. The barter is booming: up from 37 
billion rupees ($2.9 billion) in 1986 to 71 bil- 
lion last year and (according to the plan), 88 
billion this year. But for how long? 

In the Soviet Union, the arrangement is 
run by Gosplan, the central-planning 
agency. As Gosplan’s authority declines, the 
scheme gets harder to operate. Surprisingly, 
since the deal helps Soviet companies get 
imports without spending scarce foreign 
currency, it is increasingly unpopular among 
them. Oil exporters want to earn dollars. 
Importers are more interested in dollar deals 
than in those involving worthless curren- 
cies. Mr Singh persuaded the Soviet au- 
thorities to extend the barter deal to 1995, 
subject to renegotiation of its terms over the 
next few months. It is likely to prove the last 
of its mastodon kind. 





South Korea 


Roh looks North 


FROM OUR EAST ASIA CORRESPONDENT SEOUL 


T IS often leaders in trouble at home— 

remember the Watergate-plagued Rich- 
ard Nixon, for one—who seek solace in for- 
eign-affairs triumphs. Not South Korea's 
President Roh Tae Woo. He is full of diplo- 
matic bustle. But his domestic opposition 
has never looked weaker. 

Statesman Roh has notched up some 
impressive overseas triumphs these past few 
months. Among other things, he charmed 
Mikhail Gorbachev, and won an official 
apology from Japan for its brutal colonial 
rule of Korea between 1910 and 1945. Now 
he is duelling for the big prize: some 
progress towards breaking down the divi- 
sion of the Korean peninsula. 

For the past two weeks North and 
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Coast-to-coast, it's wire all the way 


South Korea have been waging a propa- 
ganda war over a trial opening of their mu- 
tual border. The North opened the battle by 
trumpeting a symbolic but empty opening of 
the border from its side. Mr Roh, knowing 
perfectly well that North Korea cannot ac- 
cept any arrangement that would allow its 
repressed and impoverished people to flee 
southward, countered with exactly that: an 
offer to allow people from the North to 
travel freely around the South for five days 
during the festive season that starts on Au- 
gust 15th. 

North Korea's communist government 
was forced into a transparent ploy: a sugges- 
tion for a “pan-national rally" on the bor- 
der, in the truce village of Panmunjom to 
which only friendly (that is, dissident) 


. groups from the South would be invited. Mr 


Roh's government said no deal, unless peo- 
ple of other opinions from the South could 
attend as well. The argument continued 
over the conditions for a visit to the South 
by northern officials. Contact having been 
warily established, both governments edged 
back to better-trodden ground: the North 
with relief, having come perilously close to 
having its bluff called; the South, having 
come top in the publicity stakes, seeing no 
reason for further concessions. 

Mr Roh's government need not be nice 
to the communists up north in order to mol- 
lify the opposition down south, whose latest 
fuss was less significant than it seemed. Last 
week 80 opposition members resigned from 
the National Assembly, in protest over the 
way the government had pushed 26 bills 
through the house on the final day of its pre- 
vious session. The Speaker of the assembly 
has let it be known that he will take his time 
before sending their resignation letters 
back. Most protesters are expected to take 
their seats again when parliament recon- 
venés in September. ! 

The resigners—70 of them from Mr 
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Kim Dae Jung's Party for Peace and Deri 
racy, eight from Mr Lee Ki Taek's tiny but 
high-minded Democratic ^ party—go! 
200,000 people to turn out in the rain for z 
rally in Seoul. Nobody seriously claims that 
this marks a resurgence of street politics; noi 
does it mark a formidable opposition front. 

Mr Lee longs for a “national consensus’ 
rather than the push-and-shove of par 
liamentary politics. His earnest colleague: 
sniff at Mr Kim's swift political footwork, ig 
noring the serious credentials he earne 
over many years’ persecution as a critic o 
authoritarian regimes. 

As if to demonstrate his new agility, M 
Kim, who earlier insisted that the presen 
constitution should not permit the presi 
dent to dissolve the National Assembly 
now demands that Mr Roh do just that an« 
call a snap election. This causes more wr 
smiles than grave frowns. 

With all that, and an economy onc 
again approaching double-digit rates of 4 
growth, Mr Roh should continue to haV 
plenty of relaxed time in which to pursue hi 
foreign-policy interests. 


Australia's economy 


And those in front 
cry, Back! 


FROM OUR SPECIAL CORRESPONDENT IN MELBOURNE 


OB HAWKE has a right to feel pleasec 

this month, after 2,679 days in officc 
he became Australia's second-longest-ser 
ing prime minister (after Sir Robert Mer 
ties, 1949-66). “The greatest satisfaction" 
he told Melbourne’s Sunday Age, is tha 
“for the first time Labor has been in powe 
long enough and continuously enough sinc 


the period of the war to really make fund: 
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given away and the number of prizes increase from 
class to class. " 
The amount given away ! ! 
The 85. Nordwestdeutsche Klasseniotterie with its 
"best ever prize offer gives away a total of 
310,443,200 DM in prize money. This includes the 
following guaranteed jackpots: 1 Million DM and 
10 times 100,000 DM in every weekly draw and 
inthe6. class an additional 2 times 1 Million DM, 
2 times 2 Million DM and 2 times 4 Million DM. 
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to 500,000 DM. | 


; The odds of winning ! ! 
Of the 900,000 ticket numbers, 360, 154 will. win 
money i.e. over 4096. This means one out of every 
2'h numbers will be a winner in the six month 

period. You can increase your winning chances by 

playing more than one number. If you play six 


pice numbers (Super-Six), your wining chan- 
up are to 95%. 


Anyone can participate ! 
The Nordwestdeutsche Klassenlotterie is open to 
anyone and can be played workiwide. Even if you 
change your address, you can continue to play, 
Wherever there is a posta service you can play 
this lottery. 

it is easy to enter! 
Simple Fax to (Country Code for Baran 
52214214 your order or send the completed Ticket 
"Order Coupon inserting your credit card number 
and signature. Otherwise send the Ticket Order 
‘Coupon together with your payment i.e. internátio- 
‘nal bank draft (made out in German Marks payable 
through a German bank), personal cheque or bank 
money order in either US Dollar or Sterling at 
current exchange rates. On receipt additional in- 
formation and lottery tickets will be mailed to you. 
Only If you order and pay 
before September 28, 1990, 
can oe po suro of participating 
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mental changes in the Australian economy 
and society." 

Wise words from an elder statesman— 
or balderdash? What Mr Hawke means is 
that the Labor party's decision to travel 
along a monetarist path has had effects ev- 
ery bit as radical as Mrs Thatcher's revolu- 
tion in Britain. Yet in Labor's fourth consec- 
utive term the economy is almost at a 
standstill, interest rates are painfully high, 
the currency is overvalued, living standards 
are falling, and Australia's current-account 
deficit is proportionately the second-biggest 
in the industrialised world. Many Labor 
people want to turn back to their old ortho- 
doxies. Why not? 

Because, according to Mr Hawke and 
his treasurer (finance minister), Mr Paul 
Keating, to do so would be to condemn Aus- 
tralia—a land of plentiful raw materials but 
costly and unproductive labour—to inev- 
itable decline. At the beginning of this cen- 
tury, Australia led the world in GDP per 
head; now it barely scrapes into the top 30. 
The remedy, Mr Keating argues, is tight 
money followed by the elimination of pro- 
tectionism and an end to ridiculous work 
practices. That done, Australia will be able 
to pay its own way in the world by adding 
value to its raw materials 

Not everyone buys Mr Keating's argu- 
ment in theory, let alone in practice. This 
month the sceptics began to counter-attack. 
First Mr David Charles, the departing secre- 
tary of the Department of Industry, Tech- 
nology and Commerce, said publicly that 
the treasury risks "a fundamental medium- 
to-long-term problem" by an excessive reli- 
ance on high interest rates. "If it keeps on 
driving macroeconomic policy as success- 
fully as it has," he added sarcastically, "there 
won't be an industry, fundamentally." Then 
Mr John Prescott spoke up: he is chief exec- 
utive of BHP Steel and putative boss of the 
whole BHP group, Australia's biggest ex- 
porter: "We do not have the same faith in 





That's what Hawke and Keating say 
24 


monetary policy decisions as does the 


government.’ 
On July 1 Ith a report commissioned by 
the Australian Manufacturing Council rec- 


ommended more of what Mr "Hawke and Mr 
Keating have sworn to reduce: government 
intervention to protect industry and pro- 
mote exports. Much of the report covers 
common ground, It brings up Australia’s 
failure to exploit Asian markets, its insular- 
ity and abysmal labour practices, and the 
featherbedding of contracting low-tech in- 
dustries like textiles, clothing and footwear, 
in which Australia cannot compete. 

The report points out that, though 
manufacturing exports rose by a year 
during the 1980s, more than 70% of them 
by the end of the decade were nere car 


processed minerals and 
ucts. It adds that, of the hus billion "e 2 


billion) in exports last year of “elaborately 
transformed manufactures” (meaning prod- 
ucts that involve some skilful adding of 
value), A$1.3 billion-worth went to 
neighbouring New Zealand and Papua New 
Guinea. In higher-value-added products 


"Australian industry has negligible impact 





on world markets." 

So far, so true. But then the report parts 
company with Mr Keating. He wants protec- 
tionist tariffs eliminated by 2000; the re 
says they should go down only toal 

"comparable with most of our trading part- 
ners". Because Mr Keating’ s high interest 
rates make borrowing AG Australia three 


times as expensive as in a 
Australian man i sauer pu 


erated depreciation sei export — as 
sistance with research and development, 
and the benefit of the government as a cus 
tomer. In particular, there should be more 
protectionist favours for the car industry 
(which by now, surely, should be old enough 
to look after itself). The manufacturers got 
what, presumably, they wanted: a variation 
ona hackneyed protectionist tune. 

The variation is being gleefully hummec 
by critics of Mr Keating's policy, who in. 
clude some of his colleagues and erstwhile 
admirers. The industry minister, Senato: 
John Button, praised the report's “very valu 
able insights". The secretary of the Austra 
lian Council of Trade Unions, Mr Bill Ke 
described the report as positive. Mr Pr 
of BHP noted the "refreshing" attention pai 
to "the real issues", such as high inflatior 
and the high cost of capital. 

The argument is and weari 
some. Mr Keating is not the kind of man tc 
back down; nor is Mr Hawke, who says he 
has never been closer to his treasurer. In 
deed, the two men are enraging the left o 
the Labor party by advocating privatisatior 
of sacred cows like Qantas and Australiar 
Airlines. But unless they can show that th: 
economy is improving, their Labor col 
leagues will grumble ever louder: in one 24 
hour period this week alone, Mr Hawke hac 
to rebuke four cabinet ministers for talkinj 
beyond their portfolios. If the dissensior 
deepens, there will be even less chance o 
achieving the microeconomic reforms tht 
country needs—in which case the chance: 
of Mr Keating becoming Labor's next prime 
minister will fade. 
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WASHINGTON, DC 


X JHEN Justice William Brennan an- 
v ‘nounced his resignation from the Su- 
preme: Court on July 20th, he did more than 
throw Washington into a fine bout of mid- 
summer madness. Implicitly he asked 
George Bush to come clean about the es- 
sence of his presidency; and he caused 
nerica to think about what it expects of 
Me body that, above all others, defines its 
unique form of democracy. 

The madness started in earnest on July 
23rd, when President Bush announced that 
he had chosen as Mr Brennan's replacement 
Mr David Souter, a 50-year-old judge on the 
federal appeals court who hails from New 
Hampshire. Within hours the press had 
torn apart every barn in Concord searching 
for something—anything—they could say 
of interest about the new man. (Concord 
can cope: every four years its presidential 
primary gets similar attention from the na- 
tional press.) Within days, the nation had 
been told more than it can ever have wanted 
to know about Mr Souter's personal life: the 
book-laden living room, his preference for 
the unreformed episcopal liturgy, the old 
lady he walks home from church on Sunday. 

Yet on what conventional wisdom calls 
the big issues, little emerged. Mr Souter re- 
mains an enigma. There seems little doubt 
at he is a conservative jurist; but that is a 
Term that conveys little or nothing. What 
the press and pressure groups wanted to 
know was whether he was something rather 
different—a conservative politician, mean- 
ing, in. this context, someone who would 
give the court a "conservative" majority, 
who would vote to restrict the reach of civil- 
rights legislation. 

Above all, Washington wanted to know 
¥ Mr Souter would vote to overturn Roe v 
Wade, the 1973 case that established a con- 
stitutional right to abortion. Hence the fran- 
tic search for something that might indicate 
his political beliefs—here a trusteeship of 
hospitals that perform abortions, there a 
record (when New Hampshire's attorney- 
general) of. vehement opposition to those 
demonstrating against the Seabrook nuclear 
power station. | 
ittle will be known about Mr Souter’s 
real beliefs until his confirmation hearings 
in the Senate in October, or, more likely, 













until he has been on the court for a while— 


he can easily dodge such questions before 
the Senate. That means a question about 
Mr Bush, too, will remain unanswered. 

Its Machiavellian answer is that Mr 
Bush knows exactly where Mr Souter 
stands: on the political right. He comes from 
New Hampshire, and is known to-Mr John 
Sununu, the presidents conservative chief 
of staff, whos was governor there. Some con- 
servative activists, like the guru of direct 





As once viewed by his school chums _ 


mail, Mr Richard Viguerie, take that view, 
and are hence wearing what Mr Viguerie 
calls “nervous smiles”. 

The other answer (call it the good-gov- 
ernment one) is that President Bush is not 
interested in an ideological court, but is con- 
cerned to stack it with cautious lawyers who 
are not committed in advance to adopting a 
particular position on specific controversies. 

In any case much has changed since 
President Reagan set out to restack the 
court: "conservatives" are usually in the ma- 
jority, and on the most contentious issue, 
abortion, the sleeping majority of public 
opinion has awoken. Banning abortion loses 


votes. Suspecting that Mr Souter's appoint- 





who avoids broad statements of princi 
















































ment is evidence of Mr Good-Govern 
Bush at work, some conservatives—s 
Mr Peter Flaherty, chairman of the C 
vative Campaign Committee—who 
never recovered from the failure to sea 
Robert Bork on the court in 1987, are 
ping mad at what they see as a lost opp 
nity to advance their cause. ; 
There is evidence against such a vit 
Mr Bush is such a paragon, it might E 
gued, how come he has three lemon: 
cluding the attorney-general) in his cà 
to say nothing of an undistinguished. 
president? Yet if Mr Bush is really as M 
avellian as some now want to make ot 
did a better acting job at the press con 
ence in which he produced Mr Souter 
Mr Ronald Reagan could ever manage. 
Time and again that afternoon; 
Bush insisted that he had not asked Mr 
ter for his views on abortion, or anyth 
else (later, White House officials said 
struck out some questions on specific i 
from a list his staff had prepared for him 
The impression that the president gave 
that he was heartily sick of those who 
wanted to turn appointments to the:cow 
into a sideshow to the abortion controversy. 
As for Mr Sununu’s supposed string-pt 
ing, the word was soon. put out that it. w. 
not Mr Sununu who was Mr Souter’s home- 
state champion, but Senator. W e 
Rudman; a view that Mr Rudman was onl 
too happy to confirm. 
If President Bush meant what he sal 
his nomination of Mr Souter marks.a cor 
scious effort to turn back the clock. Si 
the court of Chief Justice Earl Warre: 
the fight for civil rights in the 1950s 
1960s, Americans have become used 
thinking of the court as the exte 
partisan politics by other means. < 
southern Democrats and | Repub icà 
blocked President Johnson's nominat 
Justice Abe Fortas to the position of cl 
justice in 1968, nominations to the 
have routinely been the stuff of pol 
controversy—none more so than that ő 
Bork, an unhappy experience for just 
everyone involved in it. | 
What little is known about Mr Sı 
suggests that his own inclination woul 
to eschew partisan politics. He has no re 
of public commitment to the tenets of p 
cally charged judicial conservatism like 
evinced by Chief Justice William Reh 
or Justice Antonin Scalia. There is a feel 
that he is a judicial conservative in an 
sense; one who sticks to what lawyers 
“black-letter law", who studies case 
carefully and interprets statutes narri 
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A lawgiver goes 


WASHINGTON, DC 


F IT were only a matter of statistics, 

Justice William Brennan would be as- 
sured of his place in history. On the Su- 
preme Court for 34 years, he wrote 
about 1,200 opinions, and reckoned that 
he had sat on the bench with one-fifth of 
all the justices ever appointed. 

But he was more than just a prolific 
judge. After Mr Brennan's surprise res- 
ignation, caused by age and declining 
health, Mr Robert Bork called him the 
most powerful judge of the century. 
Some went further, and said that Mr 
Brennan had had a bigger impact on 
modern American society than any 
other single man—including presidents. 

That extraordinary claim rests on the 
intellectual leadership that Mr Brennan 
gave the court. It was he, far more, say, 
than the once more-celebrated Justice 
William Douglas, who crafted principles 
in his judgments that will last. It is com- 
monplace, these days, to speak of the 
"chipping away" of the Warren court's 
record by Chief Justice William Rehn- 
quist's more conservative bench. But as 
Mr Rehnquist (who has been unstinting 
in his praise of Mr Brennan) would be 
the first to acknowledge, this woefully 
understates how much of Mr Brennan's 
jurisprudence on civil rights and liber- 
ties, apportionment, the freedom of the 
press and—not least—the reach of the 
federal constitution to the states, will 
stand the test of time. 

He was never uncontroversial. Recall 


his judgments. He is said to be strongly wed- 
ded to the doctrine of precedent, opening 
the intriguing possibility that, whatever he 
thinks of Roe v Wade, he would be reluc- 
tant to overturn a case that had stood as law 
for nearly 20 years. 

It is too late to depoliticise the Supreme 
Court; it has been within the political arena 
from the moment that Chief Justice John 
Marshall invented the doctrine of judicial 
review in Marbury v Madison, 187 years 
ago. But it is perhaps not too late to think of 
the court as a forum where law and not poli- 
tics rules; not too late to stop the mindless 
habit of analysing whether every utterance 
by any justice can be slotted into a "liberal" 
or "conservative" column. 

Arguably, that is already happening. 
Three of the present justices on the 
court—Mtr Harry Blackmun, Mr John Paul 
Stevens, and Mrs Sandra Day 
O’Connor—though appointed by Republi- 
can presidents, and popularly assumed at 
their time of appointment to be political 
conservatives, have shown themselves to be 
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Baker v Carr, the 1962 case that paved 
the way for equal votes of equal value (ie, 
forcing legislatures to reapportion their 
seats to reflect population shifts). Justice 
Felix Frankfurter, his old teacher, 
warned Mr Brennan against injecting the 
court "into the clash of political forces 
and political settlements". Mr Brennan 
replied, “The mere fact that a suit seeks 
protection of a political right does not 
mean that it presents a political ques- 
tion". That was his watchword. 
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lawyers first, and politicians a very distant 
second. In Mr Souter, a New Englander and 
a man of habits so old fashioned they appear 
to be almost neanderthal (the man reads 
books, for heaven’s sake, and rambles round 
New Hampshire’s mountains) there is the 
sense of a return to an older America; and 
not a worse one. 





Rape 


Breaking silence 


IOWA CITY 


NHINDERED by official-secrets acts, 
libel suits or almighty presidents, the 
American press is among the world's freest. 
Yet even the New York Times agrees that 
reporting of rape is "one of modern journal- 
ism's few conspiracies of silence". For the 
first time, it is now a conspiracy being dis- 
cussed in political contests. 
Most American newspapers do not pub- 


lish the names of rape victims. A rare excep- 
tion, the Winston-Salem Journal in North 
Carolina, reports the names of victims after 
charges are filed, the principle being that the 
accused has a right to confront the accuser. 
But the way newspapers and television have 
covered the case of the Central Park jogger, 
gang-raped and left for dead in April 1989, 
is more typical. Two New York television 
stations reported the jogger's name after the 
attack, but both publicly regretted it. Since 
then, not least at the victim's request, most 
media in the area, including the New York 
Times, have kept the name to themselves. 

The silence is largely self-imposed be- 
cause few laws cover the issue. A Florida 
weekly was found in violation of a state law 
forbidding the publishing of victims’ names, 
but a Supreme Court decision overturned 
the conviction. That was in 1989, the same 
year that the Des Moines Register broke 
new ground in the debate. 

Ms Geneva Overholser, the Register 
editor, while admitting that there was some- 
times a case for silence, urged rape victims to 
come forward voluntarily. “As long as rape 
is deemed unspeakable”, she wrote, “public 
outrage will be muted as well.” 

After ten days and a lot of thought, Mrs 
Nancy Ziegenmeyer telephoned. Raped, 
robbed and abducted in November 1988, 
she now agreed to let the Register tell her 
story. This appeared in February 1990, after 
her attacker had been sentenced to life in 
prison. Successive articles described the 
rape, the investigation, the trial and their 
impact on both victim and defendant. The 
series drew national attention. 

Readers’ letters were strongly support- 
ive. Then the Register learnt that the Des 
Moines police department was blacking out 
victims’ names in their official reports, pos- 
sibly against state law. After a letter from Ms 
Overholser, the police backed down, b 
not before a disgruntled policeman h 
leaked the story to a television station, 
which implied that the newspaper was pruri- 
ently attempting to get victims’ names. 

The Registers policy, which Ms 
Overholser calls “transitional”, is that re- 
porters are to seek names in order to contact 
victims, but to publish their names only 
with their permission. Readers disapprove. 
As for the police, they have changed their 
policy four times within a month, not only 
with regard to rape victims, but also with 
witnesses, suspects and juvenile offenders. 

Enter the politicians. lowa’s public- 
records law is fairly typical of others across 
America. The current version includes 25 
rather elaborate exceptions to the require- 
ment that anything done by public officials 
is on the record. Mr Ed Kelly, the Republi- 
can candidate for state attorney-general, 
reckons, along with at least one of the legal 
scholars who helped write the law, that nam- 
ing rape victims can be construed to be one 
of the exceptions. But Mr Kelly’s Demo- 
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wants to change the law anyway. 

Other candidates have also rushed to 
give their views, though few are sure where 
the votes in it lie. If names appear, rape will 
go unreported, declares Mr Don Avenson, 
the Democratic challenger for governor. Mr 
Terry Braristad, the Republican incumbent, 










cannily asked the Democratic attorney-gen- 
eral, Mr Tom Miller, for an opinion. A for- 
mer Republican lieutenant-governor says 
the issue could split Democratic feminists 


from. Democratic civil libertarians; a femi- 
nist state senator suggests that candidates 
seeking the women's vote on the question 
don not know wheres it is. 








STANFORD, CALIFORNIA - 


JETLANDS-—swamps,. marshes 
/ and the like—are good things. 
They improve water, control erosion, 
store floodwater, provide a home for wild- 
life, keep fishermen happy. Yet, despite 


the promises of President George Bush _ 


| and other politicians that there would be 
no net loss of wetlands, each year 458,000 
acres of wetlands go under plough or as- 
phalt. Of the 215m acres of wetlands that 
greeted the settlers from Europe, more 
than half are gone. 

Most people assume that wetlands are 
victims of a simple piece of game theory: 
the benefits of keeping them are diffuse; 
the benefits of replacing them with farm- 
land or houses are captured by whoever 
destroys them. A new study challenges 
that and supports the rival theory that 
government policy is responsible. 

Two economists from Harvard, Mr 
Robert Stavins and Mr Adam Jaffe, have 
* published a paper that seeks to prove that 
flood control and drainage projects by the 
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cratic opponent, Mrs Bonnie Campbell, 


=e rights , 
Black magic 


WASHINGTON 
OWHERE are appearances so decep- 


( tive as in civil-rights law. Ostensibly ev- 
eryone agrees with the declared aim of the 


bill that was adopted by the Senate on July 
18th:-to restore the interpretation of civil- 


rights law to what ít was before the Supreme 
Court narrowed its scope last year. Presi- 
dent Bush and the bill's sponsors, Senator 
Edward Kennedy and Representative Au- 
gustus Hawkins, all say that they want a bill 
that can be signed into law. Their protesta- 


Army Corps of Engineers and 
the Soil Conservation Service 
have caused 30% of the deple- 
tion of forested wetlands in 
the lower Mississippi valley. 
These forests are the country's 
largest remaining wetlands. 
They originally covered 26m 
acres in seven states, were re- 
duced to 12m acres by 1937, 
and have now shrunk to 5.5m 
acres. 

The akama projects 
changed the incentives to pri- 
vate landowners by making it 
profitable to farm the low-lying areas that 
had suddenly become much drier. The 
Army Corps of Engineers has always in- 
sisted that it was rising crop prices that in- 
duced farmers to clear and plant more 
land, not its own dams and levees. But the 
new research disproves the crop-price the- 
ory. Using 1935-84 data from Arkansas, 
Louisiana and Mississippi, the authors 

found that if farm prices had 
stayed in real terms at their 
depressed 1934 levels, only 
196 less wetland acreage 
would have been converted 
to cropland. If prices had 
held but federal flood-con- 
trol projects had not been 
built, 3196 less wetland 
would have been converted. 
~The irony of this conclu- 
sion will not be lost on the 
corps’s many critics. At great 
(taxpayer's) expense it sets: 
out to control floods. But its 
levees make floods worse by 
preventing them from dissi- 
pating themselves in wet 
lands. So the corps asks for 


more money to control these 


One the government missed - 





















the exact meaning of such words a as 
cant" and ' substantial. n? 


eae cases Gen E e to. € 
ployee, saying it was not pontoon ae shos 


tory; a plaintiff had to point te 
discrimination. The new bill; rever: 
decision, makes it possible for a plair 
win on the basis of statistics alone— 
the employer can show that his prac 
late "significantly" to a business aim. 

The bill also increases the numbe 
cases in which. pees can seek pun 

























worse floods. Like many bureaucracies, its 
aim is self enlargement. po 
The Environmental Defence Fund 
(EDF), a co-sponsor of the Stavins-Jaffe: 
study, hopes that federal money will start 
flowing toward the preservaton of wet- 
lands. The EDF says the néxt important 
step is restoration, through subsidies to 
farmers who let low-lying lands become 
wet again, and through reworking the fed- 
eral plumbing that has damaged the Ever- 
glades and accelerated the erosion of the 
Mississippi Delta. - : 
Congress has been pretty quiet aour 
wetlands, waiting for the reauthorisation: 
of the Clean Water Act in 1992. Various. 
schemes deserve attention. The Depart 
ment of Agriculture could enforce thi 
"swampbusting" rules of the 1985 Food 
Security Act, which might bar subsidies t 
farmers who grow crops on converte 
wetlands. A $1 sport-fishing stamp, a use 
fee modelled on the duck-shooting stamp 
would raise $20m a year to help the fed 
eral government buy wetlands. But only: 
20% of wetland losses are covered by laws. 
and violators usually get retroactive per 
mits, rather than penalties. Rarely an 
they told to make the swamp whole again 
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Civil-rights debate, 1960s-style 


damages from an employer. In so doing, say 
business lobbyists, it changes or affects some 
25 Supreme Court decisions. They go on to 
claim that the effect of the bill would be to 
force businesses fearful:of ruinous lawsuits 


- to adopt employment quotas. That, they 


say, might lead to choosing less qualified 
people purely because of their race or sex. 

CiviLrights groups dismiss this. They 
point out that businesses lived with the law 
as it was interpreted before 1989 without in- 
stituting quotas. Fear of reverse-discrimina- 

ion suits is probably as potent as fear of 
discrimination suits. 

Other motives and goals lurk behind 
these arguments. Mr Bush's right-wing allies 
do not want a civil-rights bill at all. But Mr 
Bush, whose support among blacks remains 
unusually strong, does not wish to go down 
in history as the first president ever to veto a 
civil-rights bill. Hence his eagerness to nego- 
tiate on details. His preferred outcome 
would be for Congress to run out of time 
rather than send him a bill. 

Democratic congressmen, too, have 
mixed motives. They genuinely wish to over- 
turn the Supreme Court's rulings, but they 
also see political advantage in a Bush veto. 
And there is always the chance that Con- 


gress can override a veto (the Senate passed 


the bill 65-34, just two votes short of the 
two-thirds majority needed for a veto over- 
ride). That would give them both their os- 
tensible, and their political, aims. 

The political motives showed through 
in the bitter row on July 17th-18th over cut- 
ting short the Senate debate on the bill. 
Democrats suspected the Republicans of 
wasting time in a bid to stop the bill from 
passing. Republicans noted that the Demo- 
crats seemed strangely bent on putting lan- 
guage into the bill that the White House had 
said would trigger a veto. The losers from 
such shenanigans will be the minority 
groups that everyone claims to want to help. 


China policy 
Fingers crossed 


WASHINGTON, DC 


éé Y ENEMY'S enemy is my friend" 
was a useful way of rationalising 
exercises in Realpolitik like Mr Richard Nix- 
on's opening to China, 20 years ago, when 
the two communist giants were waving clubs 
at each other. Nowadays, with Mr James 
Baker, the secretary of state, and Mr Edward 
Shevardnadze, his Soviet opposite number, 
spending half their time together, 
America still need China's friendship? 
That it does not would seem to be one 
interpretation of America's reversal of poli- 
cy on Cambodia and Vietnam. On July 18th 
Mr Baker (with Mr Shevardnadze at his 
side) announced that the United States was 
to talk to both the Cambodian government 
and its Vietnamese communist patron. 
Hitherto, while seeking a peace settlement 
in Cambodia, America has provided aid to 
two groups, allied to the Khmers Rouges, 
that oppose the Cambodian government. 
China has armed the Khmers Rouges. 
American officials went out of their way to 
praise China's role at the Paris talks on a 
Cambodia settlement. But after the Ameri- 
can announcement, the Chinese govern- 
ment held a frosty press conference to con- 
firm that its own policy would remain in 
place. 
Is China's display of annoyance serious? 
Did America mean to annoy? The adminis- 
tration replies, respectively, “We hope— 
and think—not” and “Not on your life". 
Officials concede, privately, that the change 
of policy might have been better managed; 
meaning, presumably, that the Chinese 
should have been told in advance that it was 
going to happen. A story in the Los Angeles 
Times accurately predicting the change 
forced Mr Baker's hand a day or so earlier 
than he would have wished. After the event, 
the administration has been keen to say that 
it expected the Chinese reaction ("We ex- 
pected them to be able to contain their en- 


thusiasm,” said one official). State Depart- 
ment officials say that talks with the 
Chinese ambassador have been cordial. 

Differences exist. The Americans be- 
lieve that, save for a few advisers, there are 
no Vietnamese soldiers left in Cambodia; 
China disagrees, America says that its goal is 
a strong, prosperous but democratic Viet- 
nam; China may want to keep Vietnam 
weak. With public and congressional sup- 
port for the old Cambodia policy ebbing 
fast, especially after an ABC documentary in 
April, the administration says that stopping 
the Khmers Rouges is now at the top of its 
East Asia agenda. China does not see the 
world that way. But the administration is ad- 
amant that these differences with China on 
Vietnam are not a pretext for reappraising 
the whole relationship with China. 

From President George Bush down (a 
Capitol Hill observer describes the presi- 
dent as the “China desk officer in the 
Office”) the administration is convin 
that China is on the way to becoming a gen- 
uine world power. It wants it on America's 
side. Hence its efforts, since the massacre in 
Tiananmen Square last year, to keep lines 
open to the Chinese government. 

The dialogue with China is intensely 
unpopular in some quarters on Capitol Hill, 
particularly with Mr George Mitchell, the 
Senate majority leader. Matters may come 
to a head in September, when Congress is 
expected to try to overturn Mr Bush's deci- 
sion in May to renew China's most-fa- 
voured-nation (MFN) trading status. 

The administration says MEN status is es- 
sential for trade with China (not to mention 
Hongkong). American businessmen agree; 
China is a big market for America's aviation 
industry, for farm exports (it took $1 billion- 
worth of wheat last year), fertilisers and for- 
estry products. As a last resort, the adminis- 
tration hopes that, even if Congress votes 
against MFN status for China, the majorig 
will not be big enough to override a pr 
dential veto. Only if it were, the administra- 
tion believes, would the Chinese govern- 
ment have grounds for thinking that the 
relationship had changed. 





Cable television 


Profiteers of diversity 


Cable television offers a paradox: plenty of choice of programmes supplied 


y a bunch of cosy monopolies 


OR many years the most notable feature 

of cable television was the way its prom- 
ise of limitless programmes and profits kept 
receding into the future. With less fanfare 
than might have been expected, Godot 
showed up in the 1980s. Today, more than 
54m American households—58.1% of 
those in areas where cable is available—sub- 


scribe to cable systems. Total revenues for 
the industry were $17.5 billion in 1989. Ad- 
vertising revenue, the definitive indicator of 
media success in America, increased 28 
times in real terms between 1980 and 1990, 
to $2.5 billion. 

No less palpable a sign of success is the 
way the initials of some cable networks are 
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now familiar parts of the language, as 
recognisable as ABC, CBS and NBC—to the 
alarm of those networks. 
@ ESPN, the most widely disseminated cable 
network, offers a perpetual motion machine 
of sport, from the usual American football, 
basketball and ice hockey, to more esoteric 
fare. Thanks to ESPN Americans now know 
that there is such a thing as Australian-Rules 
football, even if most cannot work out what 
those rules are. 
€ CNN, one of Mr Ted Turner's four cable 
networks, has changed the way the world 
gets its news by offering 24-hour reporting. 
Considered a gamble when it began in 1980, 
CNN is now the channel some offices never 
switch off: when it reported earlier this year 
that Mr Mikhail Gorbachev might resign, 
the world's stockmarkets trembled. 
€ MTV is not only a profitable 24-hour rock- 
music network: it helped to create the mu- 
ic-video industry. Dire Straits even wrote a 
D. about it, called "Money for Nothing", 
with a refrain of “I want my MTV”. 
A handful of networks—Mr Turner’s 
Atlanta-based Tas Superstation, Chicago's 
wGN—are little more than independent 
television stations whose signals are sent out 
by cable to people outside their natural 
broadcast area. But others seek to supply a 
specialist demand: the Black Entertainment 
Network directs its programmes at blacks: 
the Arts & Entertainment Network airs 
highbrow stuff (much of it from the BBC) to 
audiences that cannot get enough from the 
public-broadcast stations; the Discovery 
Channel is for those who like a continuous 
diet of microscopic sex and violence from 
the animal kingdom. 
Cable’s future will be full of similarily 
“targeted” fare, but with even narrower 
scope. A 1% share of viewers is the kind of 
figure that broadcast-television program- 
mers have nightmares about; for cable exec- 
| it can be a roaring success, So new 

nd planned cable networks are looking for 
small, untapped niches (as will cable radio, 
which is also on its way). 


US cable subscribers 
as % of households with televisions 
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And tomorrow 


This year has already seen the birth of 
the Comedy Channel and Ha!, two net- 
works hoping to cash in on viewers’ fond- 
ness for stand-up comedians. The Cowboy 
Channel, planned to start in November, was 
created by country singers, including Willie 
Nelson and Johnny Cash, and will feature 
western-style talk shows and old cowboy 
programmes such as “Gunsmoke” and “‘Bo- 
nanza”. The Sci-Fi Channel starts in De- 
cember for fans of time warps and interga- 
lactic travel. More esoteric yet will be the 
Global Village (business, news and sport, all 
with an international angle) In-Court 
(eavesdropping on trials from around the 
country); and Celtic Tv for Irish-Americans. 


Where's the competition? 

With all this choice floating around it might 
seem for Congress, which deregulated 
the cable industry in 1984, to concern itself 
with re-regulation as a protection against 
monopolies. That, however, is what it is do- 
ing, with bills moving through both the 


Cable advertising revenue 


subscribers 
constant 1989 dollars 





House and the Senate. 

The problem, say the regulation- 
minded, is not with the kaleidoscope of net- 
works. It lies with the cable-operating firms 
that supply the images. Though there are 
more than 9,600 of these, each tends to hold 
a monopolistic grip on the areas it serves. 
Thirtysomething channels may be on offer, 
but you can get them from only one source. 

Faced with constituents complaining 
about cable fees that have risen, according 
to the General Accounting Office, by 3696 
since 1986, members of Congress are back- 
ing two approaches. The first is straightfor- 
ward intervention: both versions of the re- 
regulation bill would, to varying degrees, 
allow the Federal Communications Com- 
mission to step in and tell the cable oper- 
ators what they may charge. 

The second approach is more construc- 
tive. It is designed to foster competition by 
prohibiting cable operators and cable net- 
works from cutting cosy deals that, in effect, 
stop emerging competitors getting contracts 
with popular networks. While, for financial 
and practical reasons, it is unlikely that 
more than one cable-operating company 
will be able to serve a given locality, there 
are a number of new suppliers, such as satel- 
lite and microwave broadcasters, trying to 
break into the multi-channel market. The 
telephone companies, too, would like to use 
their wires to bring more television to the 
masses (although that is not a prospect that 
excites many congressmen). 

The re-regulation bills may well be 
stalled by the intense lobbying that now sur- 
rounds them. Whatever the outcome, it 
would be helpful if Congress remembered 
that the more effort put in to fostering com- 
petition, the less need for government to in- 
volve itself in market-distorting tactics like 
setting or capping prices. 
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X THEN other countries make a farmer the farm minister, it 
V V is like appointing a bandit to police the Mafia. Consumers 
e right to blanch. But America is different—even though the 
/hite House's office of ethics did not think so when Mr George 
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_ Thus America again got. 
a farm secretary who is alsoa__ 
farmer. It is more the rule V, Y, 
than the exception. Mr OIAR 
; j : 4: v gahi 
<» Yeutter’s. three immediate TOL AMEN 
. predecessors also had straw - Vg onm. 
in their hair: Bob Bergland — ed oR 
was a sod farmer in Minne- 

-.. sota; John Block a grain and 

— pig farmer in Illinois; Rich- 

< ard Lyng ran his family’s hy- 

brid seed business. . 

d Yet the Senate would 

-| havea blue fit if it were asked © 
-to confirm the nomination 

. of an oilman as energy secre- | | | 
.tary or a military contractor as defence secretary. Somehow in 
the United States, as in most European countries, it remains cus- 


ence—a difference that negotiators in the Uruguay round of 
GATT trade talks are coming to appreciate—is that in America 
this is not something consumers need worry about. 

- .. Mr Yeutter keeps telling America’s farmers that they and the 
world's consumers share an interest in negotiating away agricul- 
tural protectionism. This is because "the adjustment process" in 
- agriculture has gone much further in the United States than in 
. Europe and Japan. Two out of five Americans lived on farms at 
` the start of this century; today fewer than one in 50 does. Ameri- 
. ca's farmers are among the world's most efficient. Given open 
. markets, they would, at a good profit, provide the world with 
. food at far lower prices.and taxes than Europeans and Japanese 
.. now pay to keep their peasant farmers solvent. 


Jncowed by Congress 

Unfortunately, Mr Yeutter finds it much easier to get this mes- 

sage across to agricultural economists than to America’s farmers 

~ and the agricultural committees in the House of Representatives 

. and the Senate. He is sometimes handicapped by being almost 
over-qualified for his job. Mr Yeutter has three degrees from the 

"University of Nebraska, all awarded with the highest honours 








g racked shoes lined with cardboard l 





. tomary to give the farm ministry to a farmer. The big differ- - 


this famous "cow college" can bestow: a bachelor's degree in 


animal husbandry, a law degree, and a doctorate in agricultural 
economics. As well as knowing how to raise crops and cattle, Mr 
Yeutter also knows how to sell them. Before becoming Mr Rea- 
gan’s trade representive in 1985, he was for seven years chief 


. executive of the Chicago Mercantile Exchange, the world's sec- 


ond largest futures market. . 

Members of the congressional agricultural committees think 
him too clever by half. They might listen more attentively to Mr 
Yeutter if he had served a term or two in Congress. He often 
shows impatience with them on the telephone and in the one-to- 

um uM one meetings where political 
deals are cut. They are irked 
by his unwillingness to ex- 
tend to them the respect and 
charm that he shows to agri- 


negotiators. 

In  disdaining 
things, they say, Mr Yeutter 
does not understand how a 
congressman from a dairy 
state or a sugar state has a 
duty to represent the inter- 
ests of farmers who would be 
ruined by free trade in agri- 
culture. So he has treated 
the committees as an irri- 
tant, delegating to his assis- 
tants the job of dealing with 
them on the five-year farm 
bill that is currently stum- 
bling through Congress. 

Even the grain farmers 
who stand to benefit hugely 
from freer trade share some 
of these misgivings about 
: him. In the wheatlands of 
Kansas and the maize and soyabean fields of the midwest, grow- 


ers wonder whether he is more on the side of the commodities- . 


futures exchanges and agribusiness than of the family farmer. 
This weakness could yet spoil any triumph America scores 
on agriculture in the GATT negotiations. Though he likes to 
present himself as a pragmatist, America’s secretary of agricul- 
ture is really a visionary. He believes it is the destiny of American 


farmers to feed the world. He also believes the whole world will. 


benefit when they are allowed to fulfil that destiny. But persuad- 
ing the Uruguay-round negotiators to let them do it by gradually 
phasing out agricultural protectionism is only the first step. 

As Mr Yeutter himself has said, farm bills are made in Wash- 
ington, not Geneva. He will have to persuade Congress to ap- 
prove any deal on agriculture that GATT comes to. Opposition is 
certain from the American farmers who rightly fear the conse- 
quences of free trade—the dairy and sheep farmers as well as the 
growers of peanuts, sugar and other tropical products, who are 
heavily protected against competition from lower-cost rivals in 
the third world. - D 

All are formidable lobbyists. To prevail over them, Mr 
Yeutter will have to muster the grain growers and the politicians 


he so disdains. Otherwise, like Woodrow Wilson and the League 


cultural journalists and trade | 


such - 








of Nations, he will bring back a victory from abroad only to see it _ 


reduced to ashes back home. 
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INTERNATIONAL 


The self-laceration of Cuba 


FROM OUR SPECIAL CORRESPONDENT IN HAVANA 


MONG the things Cuba does better 
than many countries—educating its 
children, keeping its people healthy—is 
kicking itself in the teeth. Having spent 500 
years or so in the pocket of one great power 
or another (400 years in Spain's, 60 in 
America's and most of the past 30 years in 
ia's), Cuba looks like being cast adrift 
its latest protector. Never was it 
more important for it to cultivate the 
few western countries that have lan- 
guidly reached out a helping hand. In- 
stead, the Cubans have insulted 
Spain, which had been prepared to 
give their tourist industry a boost, 
with side-swipes at Canada and West 
Germany, which had provided most 
of the tourists. 

Only the most intrepid of coun- 
terfeit-spotters would pick the genu- 
ine from the fake in Havana's 
embassyland fantasia that last week 
set off the spat with Spain. To be 
sure, some of the people who have 
been seeking asylum in the Czech, 
Spanish, Italian and Swiss embassies 
were copy-catting the Albanians’ bid 
for freedom, hoping to find an easy 
route out of the country. But not 
many: most, it seems, were agents pro- 

pees planted by the police to 

use maximum confusion and 
embarrassment. Stout diplomats lurk 
behind locked doors, pale and 
trembling. 

Five people—most of whose faces 
are familiar to western consuls (it is 
easier to get an exit visa out of Cuba 
than a legitimate entry visa to a desir- 
able somewhere else)—appeared on 
Cuban television after spending a tur- 
bulent time in the unfortunate Czech 
embassy. They “confessed” that the asylum- 
seeking operation had been dreamt up by 
the United States last March (when the UN 
Human Rights Commission in Geneva was 
condemning Cuba), with specific encour- 
agement from Czechoslovakia, Canada and 
West Germany. 

It was foolish, indeed, to annoy the Ca- 
nadians and Germans with this rubbish (the 
Czechs are beyond the point of further 
provocation). But it is the quarrel with 
Spain that may land Cuba ever deeper in 
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the soup. The Cubans first put themselves 
in the wrong when policemen jumped into 
the Spanish embassy garden to arrest an asy- 
lum-seeker. They apologised but then took 
umbrage at the Spanish foreign minister's 
reproachful call for a “peaceful transition to 
democracy”. 

Mr Carlos Aldana, who is secretary of 





A future shackled by the icons of the past 


the Communist party's Central Committee 
and close to President Fidel Castro, scolded 
the Spanish foreign minister as an archaic 
colonialist. Spain indignantly recalled its 
ambassador and suspended all assistance to 
Cuba. Although it has not been doling out 
much cash, Spain remains Cuba's main link 
(or "umbilical cord" as Spain's minister for 
overseas aid rather tactlessly chose to put it) 
with Western Europe. 

The Spanish-Cuban clash was classic. 
Cuban officials, conspiracy-theorists prickly 


about their sovereignty, tell foreign inquir- 
ers that, though their country is preparing. 
for modest economic change, and even 
modester political change, they will do noth- 
ing under instruction. A hint of outside 
pressure, they say, and the drawbridge will 
be nipped up. Spain, in its would-be helpful 
way, has been dishing out advice; before the 
current row, Mr Felipe Gonzalez, the prime 
minister, had been personally, and he 
thought discreetly, urging perestroika on 
President Castro. 

Cuba, say westerners, must change or 
go under—and maybe, some add, it has not 
got time to change. "Not only is there no 
light at the end of the tunnel," gloomed one 
diplomat, "but the light inside the 
tunnel has now been switched off." 
Soviet aid (and the Russians them- 
selves now talk of the subsidised im- 
balance in their barter trade as aid) 
could be cut next year by a third or 
more. Cuba owes so much money 
around the world that it is almost im- 
possible for it to find the new trading 
partners it seeks. The regime is calling 
for extraordinary sacrifice from citi- 
zens already weary from the grind of 
queues, scarcity and general dilapida- 
tion. Some Cubans still feel affection 
for Mr Castro, but most have stopped 
listening to him. 


Sweat and tears 


The Soviet Union has not yet told 
Cuba what it can do for it in 1991 
when the current five-year arrange- 
ment ends. The Cubans deduce from 
this that the Soviet government itself 
does not yet know. Crossing their fin- 
gers, they say they expect the Rus- 
sians to do as much as they can but 
that it all depends on the Soviet 
Union's own economy. 

That makes the outlook bleak, 
even if Cuba is right about Russia's 
good intentions, which it may not be. 
Cuba expects this year's commit- 
ments to be fulfilled—a shortfall in 
oil is thought to be a delay, nothing 
more ominous—but the country's leaders 
contemplate the economic pain of the next 
half-dozen years with a sharpness undulled 
by anaesthetic. Mr Castro himself is the dir- 
est of prophets, calling for sweat and tears, if 
not, yet, for bl 

Soviet aid—which consists of swapping 
rather expensive Cuban sugar, nickel and 
citrus for rather cheap Soviet oil, raw ma- 
terials and machinery (see chart on next 
page)—is impossible to quantify: it depends, 
for a start, on the rate of exchange that is 
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W e is in those 
roducts) narrowed the subsidy gap. But the 
ussians have indicated that from now on 
government-to-government exchanges will 
have to be based on market prices. In addi- 
ion, Cuba will now have to bargain with 
semi-autonomous Soviet enterprises for 
many of its traditional imports, including 
onsumer durables. These enterprises want 
ayment in convertible currency. 
Cuba’s trade with Eastern Europe is 
hwarfed by its business with the Soviet 
Jnion. But Europe's ex-communists are still 
ital for Cuba as a source of trucks and 
uses, and of the spare parts to keep fac- 
ories going. Nothing new is coming from 
šast Germany, Hungary or Czechoslovaka 
e last consignment of Hungarian buses 
d to be cannibalised for spare parts). Re- 
ent life has made Cubans brilliant impro- 
sers— witness the 1950s American gas-guz- 
lers still on the road—and now the talk is of 
en more import-substitution. Faithful 
astroites supremely contemptuous of "ex- 
socialist" countries plausibly claim that 
some of the stuff off-loaded on Cuba is of 
such poor quality (Bulgaria's fork-lift trucks 
are a prime example) that it could find no 
other market. 
Cuba has made things worse for itself by 
falling short on delivéry: it owes more sugar, 
around 9m tonnes, than it can produce in a 
year. Perhaps, to grab a few dollars, it sold 
some of the committed sugar on the spot- 
market. Cuba wants to increase the 1096 or 
so of its trade that is outside the communist 
(or ex-communist) world but its hard-cur- 
rency debts are legion, and its reserves are 
minimal. 
s. The only way its creditors are going to 
get their dollars back, suggests Mr Julio Gar- 
a Oliveras, president of Cuba's chamber of 
mmerce, is to throw a few more after 
hem. He talks alluringly of the joint ven- 
ires—for light industry as well as tour- 
m-—that Cuba never had to bother about 
hen it was buoyant on Soviet aid. Tour- 
ism, and the dollars it brings in, are a prior- 
ty (so is the great white hope of medical ex- 










































































enture at least gets his money up front from 
the tourists. The Spaniards are already 
»uilding a hotel in Havana and another in 
aradero, Cuba's top resort. 
— A tourist in Cuba need not suffer, or at 
east not much. The Cubans are catching on 
o the kind of things that tourists have come 
o expect and, in the bigger cities and better 
esorts, are working with gentle assiduity, 
ut without much imagination, to supply 
them. Warm sea, white sand, music and rum 
-are taken for granted; a sense of history, 
‘crumbling Spanish mansions, turn-of-the- 
-century fantasies are a bonus. But service, 
though improving, can still be rough, the 
ingier hotels are horrible, and outside the 
ourist dollar belt it is trick 








"eat or drink ot do. There are plans to double 


ports). A tour operator who risks a joint 


y to find things to. 





the number of hotel bedrooms in the next 
five years. But only about. a third: of the 
rooms were occupied last year—and the 
tourists, it seems, do not choose to return. 


What’s socialism? = 

An earnest debate, el llamamiento, is taking 
place in towns, unions, farms and factories 
in preparation for the Communist party's 
fourth congress early next year. Propa- 
ganda, maybe, but not exclusively so—and 


the debate is not evolving in quite the way- 
the regime would like. The official guide- — 


lines are plain: Cubans are being invited to 
discuss ways of making the system more eff- 
cient; they are not being invited to discuss 
ways of changing it. It is safe, these days, to 
complain of excessive bureaucracy, to call 
for more local responsibility. Everybody can 
agree that it is ridiculous for the manager of 


a sugar farm not to be able to-act ona 


change in the weather without referring 
back to the ministry. un | 


Management training is the flavour of -> 


the day. "The Russians turned our techni- 


cians into the captains and sergeants of in- . 


dustry,” says Mr Garcia Oliveras, “but now 
we are looking to the West, not excluding 
the United States, to turn us into business 
executives.” But that, officially, is as far as 
new thinking goes. Planning and strategy, 
insists Mr Carlos Rafael Rodriguez, the wily 
old Communist who is Cuba’s vice-presi- 
dent, will remain absolutely under. the gov- 
ernment’s central control. It is unclear 
where the line will be drawn. At present de- 
cision-making on even the most trivial of 
questions can trail all the way up to the Ex- 
ecutive Council of Ministers: the president 












However, unreported in C 





v AE r, unreported in Cuba s deplo: 
able press and television, the debate is be- 


ginning to take on a life of its own. Some 
bold spirits, earning a hard time from their 
peers and colleagues, are taking a second 
look at the fundamental tenets of social- 
ism—even though they may fear, at the back 
of their minds, that they could be the hun- 
dred flowers encouraged to bloom in order 
to have their heads cut off. Criticism is al- 
lowed "within the system": a formula that 
can be interpreted at will. Would it cover 
the rhetorical question asked by a member 
of the cinematographic union? "What is this 
socialism we are supposed to die for!" , he 
said, referring to this year's defiantly ubiqui- 
tous slogan: Socialismo o Muerte. 

Social justice, the country's leaders 
would reply, that's what Castro's socialism 
means. Education, health-care and nutrition 
in Cuba are on a level that (if you believe i 
official figures, and many outsiders do) p 
most first-world, not just third-world, coun- 
tries to shame. Cubans enjoy a literacy rate 
of 9596, life expectancy of 75. No Cuban 
likes to queue, says the vice-president, but 
nor would he throw over the rationing sys 
tem so that people can once again die in the 
streets of hunger. | 

Some Cubans, like battle-of-Britons, ac- 


cept the virtue of certain hardships. But the 


young neither remember the bad old days ir 
Cuba nor have the money to see for them 
selves that ít is still bad in other places ir 
Latin America. And older Cubans do not 
necessarily accept the equation between so 
cial justice and unreformed socialism. Ir 
particular they question the Fidel Castrc 
thesis that social justice is doomed once peo 


` ple start making extra money for themselve: 


by showing a bit of private initiative. Mate 


rial incentives are no longer frowned on 


people are rewarded with money and privi 


- leges for work that is particularly hard e 


prestigious. But the country's leaders are 


-ing themselves into knots dreaming up way 


to encourage initiative while discouragin 
“profiteers”. | 

— Against the background of confused 
half-heard criticism, President Castro is out 
lining contingency plans that demand ama: 
ing sacrifices. The options he offers ar 
based on the level of Soviet support: all ir 
volve cuts in electricity, in income, in soci: 
services. Cuba's doctors, the country's prid 
and joy, may be asked to switch their atter 
tion from heart transplants to herbal renx 
dies. Urban Cubans, dragging themselve 
through the day, may be asked (“like Can 
bodians" they say indignantly) to go out an 
work in the fields. How will they responc 
The apocalyptic scenario has riots in th 
streets, quelled by the police and speci: 
army brigades. But Cuba, which invente 
"Caribbean socialism", usually manages t 
do things in its own unpredictable way. - 













RAQ has a vast army but virtually no 

money. Kuwait, its neighbour, has pots 
of money but virtually no soldiers. This 
week, after a campaign of personal insults, 
lraq's President Saddam Hussein sent two of 
his best armoured divisions to Kuwait's bor- 
-ders. Later, he thinned them out, having 
-promised Egypt's President Hosni Mubarak 
that he did not plan an attack. But, as surely 
as night follows day, Kuwait will soon have 
rather less money than it had before, and 
Iraq will have rather more. The interesting 
questions are: How much protection money 
will Kuwait end up having to pay? And what 
lessons, if any, will the wider Arab world 
draw from Mr Hussein’ s latest € exercise in 






P AC ghostly shield 


T Sodi tur Korn depoa Inde ` 


. rich boy of the Arabian peninsula, 


4 should feel so all alone in its fight with 
. Iraq. It is, after all, a member of the Gulf 
Co-operation Council, which was set up. 


nine years ago partly to provide the Gulf 
sheikhdoms with a system of collective se- 


curity. In October 1987, after Iran shot. 
missiles into Kuwait, the Gcc declared. 


that.an attack on one member was an at- 
tack on all. So why-is it that the Saudis, 
Qataris, Omanis and Bahrainis—not to 


mention the United Arab Emirates, 


which Iraq is also threatening—have not 
sprung to defend their embattled ally? 
The Gcc’s early plans for defending it- 
self seemed sensible. All six oil-rich, pro- 
western monarchies have small popula- 
tions. All except Oman and Saudi Arabia 
d (which has too much of it) lack the land 
and air-space in which to mount an effec- 
tive defence. All have much smaller ar- 
mies than their giant neighbours, revolu- 
tionary Iran and dictatorial Iraq. . 
Since 1981 the GCC states have often 
" looked serious about. military. coopera- 
|. tion. In 1982 they agreed to create a joint 
- defence force and to standardise weapons- 
— buyir g. The following year they agreed to 
< set-up a joint defence industry. In 1984 
» they. decided to establish a. 10,000-man 
+ “Peninsula Shield Force”, and in. 1985 to 
-build an integrated airborne warning and 
- control system, based on Saudi Arabia’s 
. American-supplied AWACS aircraft. —— 
- . Few of these plans have amounted to 
. much. The richer GCC states have paid for 
; improvements to the defences of the 
poorer ones, Bahrain and Oman. Since 
| 1983 they have organised annual joint ex- 
ercises, though not all of them take part. 











extortion? 
That Kuwait will be forced to pay some- 


-thing is beyond doubt. The oil-rich city state 


has no stomach for a fight. On Jul y 25th, 
after Iraq had threatened it with invasion, 
called its foreign minister an American 
agent and accused it of taking part in a Zion- 
ist conspiracy, Kuwaits crown prince, 


Sheikh Saad al-Abdallah, hit back with the 


following tongue-lashing: 


Everyone knows that Kuwait wanted and still 
wants in all sincerity and enthusiasm to meet 
our brothers in Iraq to reach an understanding 
in a brotherly atmosphere on a formula which 
will serve the interests of the two brotherly 
nations. 


A small joint force is based at Hafr al-Batn 
in Saudi Arabia, but almost all of its 
troops are Saudis; and, despite its sophis-- 
ticated equipment, nobody dreams for a 
moment that it could deter Iraq. E 
Two reasons for the lack of progress 


are the continuing rivalries between the 


smaller sheikhdoms, and the fear that 
tighter co-operation within the occ 
would lead to their domination by the big- 
ger and richer Saudis. More funda- 
mentally, the Gcc’s members seldom 


agree on foreign policy. During the Gulf 


war Kuwait and Saudi Arabia felt obliged 


to support Iraq, whereas their partners - 


tried to stay friendly with Iran. Today the 
position is more complicated. The Ku- 
waitis have made up with Iran, but the en- 
mity between Iran and Saudi Arabia has 
grown deeper since they began arguing 
again over the custodianship of Mecca. 
and Medina, Islam's holiest places. | 
In military terms the ccc would be 
hopelessly outclassed by Iraq, even if it 
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4 Oll reserves (barrels) | 94.5bn 
j Armed forces ' 20,200 
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said his country "never under any coni 
gives in to threats, extortion or blackr 
Yet Kuwait has agreed both to start 
with Iraq about their 30-year-old border 
pute and to stop pressing for an increas 
its OPEC oil-production quota, which Ir: 
wants cut. 
A cut in production, and therefore 

| Ru price for oil on world markets, we 
clearly the main benefits Iraq sought 
its attacks on Kuwait and the United 
Emirates: they are notorious quota-b 
within OPEC. In his first fiery speech aga 
Kuwait, on July 17th, Mr Hussein 
plained that every dollar lopped off the p 
of a barrel of oil cost his country $1 billio 
year in lost revenues. At an OPEC meeti 
Geneva nine days later, Iraq won supi 
| E a policy of pushing the price upwar 
at least $20, though not necessarily af 



















































ere | the world by plucking up the 
courage for a fight. So Gulf sheikhdom 
that have felt themselves in. danger a 
tended to look farther afield for prote 
tors. When Iran was attacking its oil tan 
ers in 1987, Kuwait turned first to the So- 
viet Union and then to the United States. 
to provide escorts for its ships. This week * 
the UAE indulged in demonstrative ma- | 
noeuvres with the American navy, which | 
remains in the Gulf despite frequent Iraqi 
calls for it to go. , : 
One Gcc country not content to rely. 
on outsiders is Saudi Arabia. Last year it 
signed a non-aggression treaty with Iraq... 
But for the past 20 years it has been pour- 
ing much of its oil fortune into its armed- 
forces. Its defence budget this year stands. 
at some $15 billion. Most of the equip- 
ment it imports comes from the Unit 
States and Europe, but it has also bough 
from the Chinese, several elderly ballisti 
missiles. When they arrived, the. Israel 
grumbled that they posed a threat 1 
Aviv. They could also reach Baghdad o 
Tehran, which was probably the Sa 
real reason for buying them. "A 
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INTERNATIONAL 


Burnishing Israel's Arrow 


SRAEL, says its defence minister, Mr 

Moshe Arens, thinks it has found an 
answer to the Arab missile threat. It is the 
Arrow, developed by Israeli technicians 
using money from America's star-wars 
programme. The Arrow is the first west- 
ern weapon designed specifically to shoot 
down short-range ballistic missiles. It is 
about to make its first of four test flights, 
against Israeli missiles designed to mimic 
the Soviet-made Scud and ss-21 missiles 
owned by Syria and Iraq. 

On July 19th Mr Arens announced in 
Washington that the Americans had 
agreed to pay for a second stage of the 
three-year-old project. Development of 
the Arrow, a "hyper-velocity" missile 
which flies up to 120 miles at about five 
times the speed of sound, has already gob- 
bled up $158m, of which the Americans 
have chipped in $128m. In return the 
Americans get the rights to all the Israeli 
technology. The second stage of the 
project is likely to cost more than $200m. 

Mr Arens, an aeronautical engineer, is 
enthusiastic about the new missile. His 
country is increasingly alarmed by the re- 
peated threats of President Saddam Hus- 
sein of Iraq to half-destroy the Jewish state 
with chemical-carrying missiles if Israel at- 
tacks an Arab country. But Mr Arens also 
sees in the Arrow a project that will keep 
Israel's technical people on their toes. 


They need it, after the blow they suffered 





the $25 he would like. 





That may not be the end of the affair. 
To Iraqis it seems unjust that, whereas they 
tan up an $80 billion foreign debt during 
the eight-year Gulf war against Iran, their 
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when the United States talked Israel out 
of going ahead with a home-made fighter, 
the Lavi, in which the Americans had 
sunk some $10 billion. 

In public, Israel's generals support Mr 
Arens. The head of the air force, Major- 
General Avihu Bin-Nun, says the Arrow 
could be operational within five years. Be- 
hind the scenes the generals are a little less 
certain. The defence budget, always under 
pressure, has just been cut by $37m to 
help pay for the settlement of Soviet Jews 
in Israel. Some soldiers see little point in 
the Arrow, and many air-force officers. 
think the money could be spent better on 
buying aircraft. 


Not invented here 


Some American experts also have their 
doubts about the Arrow. Right now, some 
say, it is far too big: much work remains to 
be done on miniaturisation. Its radar- 
scanning area is said to be narrow. Better 
command-and-control equipment is 
needed; this will eventually cost a lot more 
money. The Israelis retort that these are 
early days. They also have plans to add a 
second propulsion stage, which would in- 
crease the range beyond 300 miles and 
thus make the missile effective against a 
multitude of threats. 

As ever, Israelis and Americans have a 
slightly different interest. American aero- 
space companies, in particular, resent tax- 


Kuwaiti brothers have more than $100 bil- 
lion in overseas investments. Mr Hussein 
wants Kuwait to hand over $2.4 billion he 
accuses it of making on oil it pumped out of 
an Iraqi oilfield, and to write off the $10 bil- 
lion of interest-free loans it extended to 
Iraq, during the Gulf war. As for territory, 
Iraq is unlikely to be satisfied with the out- 
come of any border talks that do not grant 
it, at the very least, a lease on the Kuwaiti 
island of Bubiyan. Iraq wants the island so 
that it can improve its access to the Gulf, 
constricted since the war choked up the 
Shatt al-Arab waterway. 

Although few Arabs—least of all those 
with a vested interest in dearer oil—will 
shed any tears for Kuwait, many must be 
alarmed by the new light this episode sheds 
on the methods and ambitions of Mr Hus- 
sein. It suited other Arabs, during the Gulf 
war, to use Iraq as the military shield that 
broke up Ayatollah Khomeini’s dream of 
spreading Iran's Islamic revolution through- 
out the Middle East. In recent months, how- 
ever, Iran and Iraq have been talking about 
turning their two-year-old ceasefire into a 
real peace. That would leave Mr Hussein's 
outsized war machine freer to turn its atten- 








payers' research dollars going to a 
foreign project. One idea was for Is- 
rael to combine the Arrow with a modi- 
fied version of the American-made Patriot 
missile. That notion, says Mr Arens, no 
longer interests Israel now that it has the 
go-ahead for the Arrow's second phase. 

The United States has some plans for 
an all-American anti-missile missile (the 
THAAD or Theatre High-Altitude Area 
Air Defence project). But, by and large, 
the Defence Department thinks it can 
benefit from Israel's experience, even if 
the present division of the financial bur- 
den—lIsrael pays 20% of the Arrow's cost, 
the Americans 8096—strikes many Amer- 
ican officials and politicians as unfair. 

If anything grounds the Arrow, it is 
likely to be qualms in Israel itself. In the 
end, the Israeli air force turned against the 
Lavi not because it was a bad aeroplane 
but because Israel could not afford it. The 
Arrow, likewise, may reflect technological 
aspirations a small country cannot pay 
for. Recently, Israeli military men have 
been calming public fears about Arab mis- 
siles. Israel, they hint, has missiles of its 
own, and nuclear weapons, too. There are 
rumours of Israel planning to put cruise 
missiles out to sea, in submarines. Nobody 
has ever used chemical weapons against a 
nuclear power. Nuclear deterrence may be 
both cheaper and surer than the fanciest 
defence. 





tion to the north, west and south. 


Iraq's obvious enemy in the north is 
Syria, against whose president, Mr Hafez 
Assad, he harbours a personal animus that 
stretches back many years. To the west j 
Jordan, with which lraq has lately bee 
building an increasingly intimate relation- 
ship. Jordan's King Hussein sees Iraq as a 
potential protector against Israel, though by 
the same token he must fear that his Iraqi 
brother will one day decide to march into 
his territory on the pretext of confronting 
the common Zionist enemy. In the south, 
Saudi Arabia has now witnessed its displace- 
ment by Iraq as OPEC's principal power. 

What all of the neighbours must fear 
most is the resurgence in Iraq of the old-time 
Baathist idea that, despite its fragmentation 
into states, "the Arab nation is one home- 
land". Every inch of that homeland, said 
Iraq's foreign minister on July 18th, "should 
be primarily viewed in light of pan-Arab 
considerations, especially pertaining to joint 
pan-Arab security.” Henceforth, whatever 
they say in public, containing Saddam Hus- 
sein will be the first item on the agenda of 
every other Arab leader. 
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JM OUR MEXICO CORRESPONDENT | 


HE president needs clean dido. for 
credibility at home and abroad. He also 
is to win elections if he is to transform 
| country and satisfy his Institutional 
evolutionary party (PRI), which has run the 
untry for the past 60 years. But it may not 
possible in Mexico to combine electoral 


oblem for Mr Carlos Salinas de Gortari, 
10 won the presidency in 1988 by the 
test margin since Mexico adopted its. 
esent political system, and whose victory 
still hotly disputed. 

On July 15th Mexico's Congress voted 
electoral reforms that still do not bridge 
redibility gap. The new rules will first 
ly to a nationwide election in September 
when Mexicans vote for a new Cham- 


T IS more than a year late, but it may at 
last be imminent. After 15 years of civil 
war in Angola, both the Marxist regime of 
President Jose E 





ginning to see the virtues of a ceasefire. 
I Savimbi hopes low a Boysen ina transi- 





me, leaving ii 
The two leaders last called for a ceasefire 
k in June 1989, during a meeting at the 
rean town of Gbadolite. The agreement 
ween them collapsed within hours, leav- 
nly an understanding that President 
fobutu Sese Seko of Zaire, who had invited 
em to Gbadolite, should continue to act 
nediator. 

"After Gbadolite, Mr dos Santos's army 
unted its annual offensive against 
ITA's headquarters at Jamba, in the south 
map). He was eager to improve his bar- 
ning position before the government's 
ban helpers pulled out their troops, as 
ey agreed to do under the peace settle- 
nt for Namibia. By February, Mr Savimbi 





position: parties: concede that the den 
should make cheating harder—but without 
putting at risk the PRI's majorities in both 
houses of Congress. 


nesty and electoral victory. That is the 


duardo dos Santos and the | 
UNITA 1 rebels under. Mr Jonas.Savimbi are | 


of his Cub ts go | 
nuked à on “he battlefield. n 


s in trouble. Government forces had cap- 


puties an ih 


Since the early 1960s the party has ad- 
mitted a token | opposition to the Chamber 


of Deputies by successive schemes of "pro- - 
“portional” representation. The new elec- 


toral reform will preserve the PRI's domi- 
nance. It provides that any party taking 34% 
of votes nationwide—a sure thing for the 
PRI—is guaranteed 50% plus one of the seats 
in the new Chamber of Deputies. Another 


provision has the effect of banning coali- - 


tions and electoral alliances, such as those 
formed for the 1988 presidential election by 


- left-wing and regional groups in support of | 


Mr Cuauhtemoc Cardenas, a populist who 
offers the main threat to Mr Salinas. 

The vote in Congress for the reforms 
was, to be sure, a success for the president. 


In the Chamber of Deputies, with 500 seats 
| inall, the reform was supported by 263 votes 


and supplies. For a while Mr Mobutu 
stopped the Americans from supplying him 


_ with weapons through Zaire. 


In the past few months, however, the 
balance of military fortune has tipped back 
UNITA's way. Its generals had predicted that 
the government would over-extend itself in 
the Mavinga campaign, leaving its supply 
lines vulnerable to the hit-and-run attacks at 
which UNITA excels. In May they were 


— proved right: after a. 137-day battle, the 
rebels retook Mavinga, and inflicted a sec- 


ond defeat on MPLA forces at Mekundi. 
The focus of the campaign has since 
shifted north, to a UNITA base at Beu, close 
to Angola’s northern. border with: Zaire. 
American supplies are being ferried there by 


i air, ostensibly to replace 1 the: hardware lost 





y = 
| de conservative National Áctióf: party, inr : 
© 34 from three tiny centrist parties. If he can 
hold that margin, Mr Salinas has the two- 
-thirds majority he needs for the constitu- 











tional amendments without which he can- 
not shift Mexico decisively towards a free- 
market economy. 

But the reform applies only to federal 
elections. Mr Salinas's next big test at the 
polls i is due in November in the state of Mex- 
ico, a stronghold of Mr Cardenas’s Party of 
the Democratic Revolution, which resists 
most of the changes Mr Salinas wants. In the 
1988 presidential election Mr Cardenas 
won 52% of the votes in Mexico state, Mr 
Salinas only 30%. Nationally, according to 
opinion polls, Mr Salinas’s rating has 
dropped from 60% last August to 43% 

now-—and his party is less popular than its 
leader. Under the president s austerity pro- 
gramme, most voters’ incomes have lagged 
behind inflation. The PRI is in for a tumbl 
unless people start feeling richer soon. 


in the bartle T T This has dis- 
pleased the Soviet Union, which wants an 
agreement with America that both will cut 
off military supplies. Instead, the Americans 
are maintaining, and possibly increasing, 
their support for UNITA, while Soviet arms 
deliveries to the government side have been 
cut back, not least because Angola has no 





E foreign currency to pay for them with. 


As for the Cubans, only 12,000 soldiers 


. from a force that was once 50 ,000-strong 


still remain; and they are no longer fighting. 


^ Within a year they will all have gone. It 
.shows. In recent months UNITA guerrillas 


have blown up power pylons close to the 
capital, Luanda, and sabotaged the water 
supply. It has become dangerous to venture 
more than eight or ten miles outside the 
capital. € 
So it is Mr dos Santos's turn to make. 
concessions. On July 3rd his party's Central 
Committee at last accepted the principle of 
multi-party democracy, thereby conceding 
one of Mr Savimbi’s main demands. Peace 
talks had already started in Portugal in 
April, with a second session in June. The 
two sides plan to meet again on August 8th, 
amid forecasts from Mr Savimbi that a 
ceasefire could be in place by the end of next 
month. 

Disagreements remain. One concerns 
the pre-election arrangements. The MPLA 
wants an election.as soon as practicable after 
the ceasefire; UNITA favours a caretaker ad- 
ministration, to hold the ring and give the 
opposition time to organise. That may not 
take all that long. The rebels claim to have. 
the support of at least 40%.of the popula- 





- tion, and in Mr Savimbi they have a leader 


who may well win at the ballot box the vic- 
tory that has eluded them on the battlefield. 
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Fiddling with the voting 


FROM OUR BONN CORRESPONDENT 


A A frail viola player who never sought 
to play first fiddle, Mr Lothar de 
Maiziére hardly looks the stuff of which 
strong prime ministers are made. But in the 
ever-fiercer dispute over the all-German 
election in December, he has tried to play 
tough. The row is testing German tem- 
ts—and Mr de Maiziére’s nerve—as noth- 

g else has done since the arrival of democ- 

racy in East Germany. 

Apparently unmoved when the dispute 
split his five-party coalition this week, the 
East German leader seems determined to 
soldier on, if need be as head of a minority 
government. Has he lost touch with reality 
(this, after all, is a man who recently and 
splendidly cited Bach and Mozart as the 
most important figures of modern times)? 
Or is he, on the contrary, a practitioner of 
Realpolitik whose toughness and guile are 
emerging only now, just over 100 days after 
he came to power? 

Either view could explain the Christian 
Democratic prime minister’s stubborn 
stance in the battle over whether East Ger- 
many should join the Federal Republic be- 
fore or after the December election. If it 
joins before, which Mr de Maiziére opposes, 
the whole of Germany would be treated as a 
single election area. It would be subject to 

p: rule, already used in West Germany, 

t only parties winning at least 5% of the 
(all-German) vote could hope to gain seats 
in parliament. That would obliterate all 
hope of seats for little parties that exist in 
East Germany alone. If unity came after the 
poll, as Mr de Maiziére insists, East and 
West Germany could be treated as separate 
election areas, each probably with its own 
596 hurdle. The little East German parties 
would stand at least a chance. 

Charitable commentators hold that Mr 
de Maiziére is genuinely keen to ensure that 
East German splinters, including leftist ones 
which helped to bring about last winter's 
bloodless revolution, do not go down the 
drain in an all-German vote. Maybe, al- 
though the leftists now united in the elo- 
quent but feeble Alliance-90 would have a 
job to jump a 596 hurdle even in East Ger- 
many alone. 

Critics see in the plan a bid to split the 
left’s vote (by drawing potential support 
away from the Social Democrats), and to 
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bolster the right (by giving an elec- 
toral chance to Mr de Maiziére’s 
strongly conservative little partner, 
the German Social Union). They also 
wrathfully point out that the scheme 
would. virtually ensure seats for the 
Party of Democratic Socialism (PDS), 
the successor to the ousted commu- 
nists; it won 1696 of the votes in the 
East German election in March. 

The dispute has drawn some 
strange battle lines, and may be a 
foretaste of tricky times to come in a 
united Germany. Here is how the par- 
ties line up on it. 

The conservatives in both 
Germanies are at one with the pps 
and the leftist Democratic Awaken- 
ing in the East in support of Mr de 
Maiziére. The Social Democrats, in 
opposition in Bonn but so far part of 
the de Maiziére coalition in East Germany, 
are against. The fiercest opponents of all are 
the liberals. In Bonn the liberal Free Demo- 
crats are allies of the Christian Democratic 
chancellor, Mr Helmut Kohl. Liberals were 
also founder-members of Mr de Maiziére’s 
government in the East—but walked out of 
it on July 24th, furious that his Christian 
Democrats had got together with the PDS in 
parliament to stall a decision on the issue. 

Nasty comparisons were drawn with the 
bad old days before the East German revolu- 
tion, when a supine Christian Democratic 
party invariably supported the communists. 
The Free Democrats’ deputy chairman in 
Bonn, Mr Hermann-Otto Solms, accused 
Mr de Maiziére of lying to the public and of 
allying himself with "the [communist] pigs 
who used to send people to prison." The af- 
fair has brought friction between the Free 
Democrats and the Christian Democrats in 
Mr Kohl's coalition. Both the liberals and 
the Social Democrats reckon that Mr Kohl 
may have put Mr de Maiziére up to his 
scheme: it just so happens that it would help 
Mr Kohl get re-elected. 

Where does all that leave Mr de 
Maiziére? In a pickle, you might think, if the 
Social Democrats pull out of the coalition 
soon, as they have threatened. That (along 
with a handful of other defections now un- 
der way) would put him just short even of a 
simple majority in the Volkskammer, let 





alone of the two-thirds majority needed to 
push through the legislation needed to pave 
the way for German unity. 

This need not worry Mr de Maiziére as 
much as you might think. Last weekend, just 
before the summer recess and the Free Dem- 
ocrats' walk-out, the East German parlia- 
ment approved a batch of urgent mea- 
sures—including moves to reconstitute the 
five states abolished by the communists in 
1952, an essential step towards a united fed- 
eral Germany. Moreover, although the par- 
ties are divided on the detail of the election, 
they. all agree that it and unity must come 
soon. They also know that East German vot- 
ers, mostly baffled by the tragi-comedy in 
their parliament over the past week, would 
be furious if unity were delayed by obscure 
parliamentary manoeuvres, however impor- 
tant the question of election rules may be. 

A compromise may be on its way: in Vi- 
enna on July 25th, Mr de Maiziére vaguely 
referred to the possibility of all-German vot- 
ing rules with the hurdle set lower than 596. 
But he must also be tempted to keep on 
toughing it out. He certainly shows no readi- 
ness to step down, and it is hard to see how 
he could be forced out. An oddly powerful 
position for a man who seemed genuinely 
shocked when he got the job in the first 
place, and is most happy when he can get 
away for a spot of viola-playing. 
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Crying over unsold milk 


| 


Fresh from the farm | 


FROM OUR BERLIN CORRESPONDENT 


ESS than a month after German mon- 
etary union, East German farming is 
in trouble. The huge farm co-operatives 
(called Landwirtschaftliche Produktions- 
genossenschaften, mercifully tPOs for 
short), unable to sell their produce, have 
run out of money. Desperate farmers ac- 
cuse their government of bankrupting 
them by cutting subsidies while allowing 
West German producers to flood the 
market with their more attractively pack- 
aged food. 

Consumers reckon that what's west is 
best, with at times bizarre results: for in- 
stance, cheaper East German free-range 
eggs spurned in favour of battery-farmed 
western ones. During the transition to 
German unity, East Germany is still de- 
nied full access to the greater EC market. 
So unsold farm produce is having to be 
destroyed or recycled as animal-feed. 
With their incomes slumping, their sub- 
sidies cut and farm credit frozen since 
currency union on July Ist, farms barely 
have enough cash to pay their salaries. 

A good example is LPG Stoltzenhagen 
on the outskirts of East Berlin. With 
more than 7,500 acres, it was one of East 
Germany's more successful co-oper- 
atives. But its costs have risen, its subsi- 
dies gone, and now it is unable to sell its 
milk. This year's rye harvest will proba- 
bly have to be burnt, since former cus- 
tomers have signed exclusive deals with 
western producers. Members of the co- 
operative have resorted to selling pota- 
toes direct to consumers on market day 
at a fraction of cost, just to be rid of 
them. Support from Brussels and the 
CAP will no doubt help in future, but East 
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Germany is not eligible for handouts yet. 

The farm's deputy director, Mrs 
Monika Kowall, blames the current trou- 
bles on the pace of change. “We have 
had no time to adjust. For 40 years we 
worked hard—farmers were always the 
hardest-working—and now we're being 
destroyed by western imports. There is 
no consideration for us. Spain and Por- 
tugal were allowed a three-year harmoni- 
sation period on joining the EC. We had 
nothing and are supposed to learn it 
overnight." 

To relieve the pain, the government 
in East Berlin is intervening to buy up 
some products, especially milk. It hopes 
to export more to Comecon partners, 
mostly the Soviet Union. Restrictions on 
exports to West Germany, a hangover 
from communist days, have been lifted. 

But the West German agriculture 
minister, Mr Ignaz Kiechle, insists that 
the market must prevail, and East Ger- 
man producers must learn to adapt. In a 
recent television interview he explained 
that it was up to the farmers in East Ger- 
many to take the initiative. They should 
not expect the state to bail them out. 

There is more stress to come. West 
Germany would like to see the vast LPGs, 
whose average size of 11,500 acres dwarfs 
West German farms, broken up into 
smaller, privately run units. But farmers 
seem reluctant to leave the co-operatives 
and go it alone. For all their faults, the 
LPGs guaranteed security of work with 
regular holidays and a regular working 
week. The overwhelming majority of 
farmers in the Stoltzenhagen co-oper- 
ative have chosen to stay with it. 








Soviet Union 


Belated new deal 


FROM OUR MOSCOW CORRESPONDENT 


RESIDENT GORBACHEY thinks that 

“a new union treaty’, redefining the 
powers of the Kremlin and of the 15 Soviet 
republics, is the only way to keep the Soviet 
Union in one piece. Such a treaty, if achiev- 
able, seems to have every advantage. The re- 
publics could be something more like sover- 
eign states, while remaining in the Soviet 
Union. The grip of the central planners in 
Moscow would be broken, and the Kremlin 
left with power only over such things as de- 
fence and monetary policy. And, because 
the republics would choose whether or not 
to sign the treaty, Mr Gorbachev hopes that 
the country, held together by choice rather 
than coercion, would not merely survive 
but emerge the stronger. Is he right? 

The first point to note is how slow Mr 
Gorbachev has been to adopt such an ap- 
parently excellent idea. A new treaty was 
first proposed in mid-1988 by the Estonian 
parliament, which asked the Soviet parlia- 
ment to draft it. As recently as the begin- 
ning of this year Mr Gorbachev was still re- 
peating the fiction that the Baltic states had 
joined the Soviet Union of their free will 
and that the old constitution, drawn up in 
1922, just needed a little adjustment to give 
the republics more real power. 

This long delay casts some doubt on the 
motives for Mr Gorbachev's pursuit of the 
treaty. It suggests that the treaty may be little 
more than a rather thin smokescreen to 
cover the withdrawal of the Baltic states 
from the Soviet Union. Even for that pur- 
pose, it may already be too late. Besides, the 
more you look at the idea, the more confus- 
ing it seems: is not this à la carte Soviet 
Union merely a recipe for disintegration? 

On June 12th a working group to dras 
the new treaty was set up by the Council of 
the Federation, an advisory body consisting 
of the leaders of the 15 republics. On July 
20th this group presented its ideas at a joint 
meeting of itself and the Presidential Coun- 
cil (Mr Gorbachev’s personally selected ad- 
visers). Although not all the details of the 
proposed treaty have been announced, its 
general shape is clear. 

The treaty's central feature is that it will 
be voluntary. The republics will be able to 
choose what powers to delegate to the cen- 
tre (at the moment, the centre supposedly 
decides what powers to give them). Second, 
the kinds of powers they choose to delegate 
can vary—though President Gorbachev 
himself wants the Kremlin to have control 
of eight areas, including defence, monetary 
policy, transport and communications 
(which is roughly what he has now). Third, 
the republics can decide how their laws 
stand in relation to Soviet ones: whether 
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federal law over-rules republican law, or vice 
versa. 

A year ago, all the republics (including 
the Baltic ones which, remember, were then 
demanding it) would have settled for this. 
Not now. Since work on the treaty began, 
only seven weeks ago, four republics have 
passed their own declarations of sover- 
eignty, placing their laws above those of the 
Soviet Union (see box). Four more—Arme- 
nia, Belorussia, Georgia and Tajikistan—are 
preparing similar measures. At the meeting 
of the two councils, all but one of the repub- 
lican presidents said they wanted their laws 
to take precedence over Soviet laws. Rus- 
sia's declaration of sovereignty puts eco- 
nomic policy under the control of the Rus- 
sian government, thus defying Mr 
Gorbachev's demand that he run monetary 
policy. The Ukrainian declaration, which 
includes the aim of setting up an indepen- 
ent army, even defies Mr Gorbachev's 
im to control defence. 

A draft treaty, Mr Gorbachev's advisers 
say, will be ready by the end of this year, to 
be ratified early next year after discussion 
with the republics. In fact, negotiations are 
likely to drag on. The treaty has to take 
some account of a raft of legislation already 
passed by the federal parliament, the Su- 
preme Soviet. This includes laws on citizen- 
ship, secession, economic relations between 
the republics and a law delimiting the pow- 














States of independence 
Soviet republics whose parliaments have declared sovereignty or independence 


EE 
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Can you weave Estonia into the union? 


ers of the Soviet Union and the republics. 
All of them are in conflict with the repub- 
lics’ declarations of sovereignty. 

Moreover, the process of negotiation is 
likely to be complicated by problems within 
the republics themselves. The 15 republics 
are not the only divisions within the Soviet 





EUROPE 


Union. There are also 20 "autonomous re- 
publics", eight "autonomous regions" and 
ten "autonomous areas". These are inhab- 
ited by smaller ethnic minorities, such as the 
Tartars in Russia, the Abkhazians in Geor- 
gia and, most explosively, the Armenians in 
the Nagorno-Karabakh autonomous region 
of Azerbaijan. Autonomous republics have 
their own parliaments and laws. Many of 
them are likely to use the process of negoti- 
ating a new treaty to press their own de- 
mands for more power. 

Most of the republics' leaders are under 
increasing pressure from non-communist 
nationalist groups, which think that only 
confrontation has got them this far and now 
see little point in agreeing to a new treaty. In 
these circumstances, the maximum demand 
of the most radical republic may quickly be- 
come the minimum demand of the most 
moderate. The maximum demand comes 
from the three Baltic states—Latvia, Lithua- 
nia and Estonia—which want full indepen- 
dence. They are unlikely to sign the new 
treaty at all. 

After the meeting on July 20th both the 
Lithuanian prime minister, Mrs Kazimiera 
Prunskiene, and Mrs Marjiu Lauristin, the 
deputy speaker of the Estonian parliament, 
said that their republics would not join the 
union. Lithuania’s talks on the terms of se- 
cession are due to start soon. 
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Declaration Separate citizenship? Economic policy Military policy Foreign policy 




















Azerbaijan Sovereignty declaration passed Yes. Dual citizenship Aims for gradual transfer of No special arrangements, Committee set up to work out inde- — Yes 
September 23 1989 with Soviet Union permitted control over oil and other though Popular Front demands pendent foreign policy. Trade and 
resources to the republic an independent army border deals agreed on with Turkey 
Estonia Independence declaration Citizenship for all living Full control of economy. Had Allows alternative to Fally independent foreign Yes 
passed March 30th in republic, though Citizens’ hoped to introduce separate military service policy envisaged 






s Full control of own economy Allows alternative to independent foreign policy Yes 
democratic republic" May 4th, Committee registering its under declaration of May 4th military service permitted under declaration 


but retaining most Soviet laws own alternative list | 
Lithuania Declaration of full indepen- Citizenship for all living No Soviet jurisdiction Conscripted "national defence Fully independent Yes 


under 
dence passed March 11th, io — in republic before March 11th declaration 










be frozen for 100 days when March 11th declaration, subject 
talks with Kremlin start to negotiations with Kremlin 
Moldavia ^ Declaration of sovereignty Citizenship for all living Full control over economy None. But policy will be First republic to recognise Yes (requires word "Moldova" 
passed June 24th. Soviel laws in the republic proposed to autumn session Lithuania as independent to be written in Latin script in 
state ) 





apply only after local ratification of parliament Russian documents 
Russia Sovereignty declaration No Transfers Soviet ministries None Negotiations in train with Of course 














passed June 12th and banks to Russia's Lithuania and other republics 
control. Prices of Russian | 
raw materials to rise to 
world-market levels 
Ukraine Sovereignty declaration Yes. Soviet citizenship Resources to be transferred Own army to be set up. Already has seat in United No 
passed July 16th also permitted to local control. Plans to Plans to be a neutral state Netions. Plans to develop 








issue Own Currency its own foreign policy 
Uzbekistan On June 20th passed a Yes. No independent Soviet ministries continue None, though Uzbeks may be Special negotiations with Yes | 














sovereignty declaration, which passports, but all those to own enterprises, exempted from military service Soviet Union for sale 
confusingly also says constitu- — living in republic will be though must pay special under special “sirategic goods" 
tion remains subsidiary to registered as citizens taxes to the republic with Soviet defence ministry (eg, cotton) 






that of the Soviet Union 
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ROM OUR BRUSSELS CORRESPONDENT 


SHE Germans, said Mr Nicholas Ridley, 

Britain's former trade minister, in his. 
mous Spectator interview, “pay half of the 

ountries" in the European Community. 

reland gets 696 of their [sic] gross domestic 

roduct this way. When's Ireland going to 

and up to the Germans?” Were Mr Rid- 

ey's figures right? And, if so, who are the 

Other winners and losers in the Brussels 

money game! 

Officially, figures on members’ net pay- 
ents to the EC do not exist. The European 
ommission, which draws up and spends 
e EC's annual budget of 45 billion ecus 
57 billion), refuses to publish them. Ques- 
ons over the years from inquisitive Euro- 
s: have been turned away as improper. 
e commission does not want to arouse 
lousies, or give ammunition to those who 
port the principle of juste retour, under 
ch each country would get back more or 
ess what it paid in. Financial solidarity is 
more important than pfennig-pfinching. 
= £C countries finance the Community. 
through contributions based. on a compli- 
cated formula related partly to their share of 
gross community product. The cash is then 
returned to them by Brussels through three 
‘main channels—farm subsidies, and grants 
from the regional and social funds. 

_ The commission is trying to keep a non- 




































































om public, if, specialised, sources, The 
urt of Auditors, a junior EC institution, 


yes a workmanlike job of reporting on 


ind goes (see table). Purists who want to 

ack the remaining 1096 as well can go to 
iblications like the annual reports of the 
undesbank and the Belgian National Bank. 
"The figures confirm that West Germany 
s indeed the paymaster, making by far the 

rgest net contribution to the budget. Brit- 
ain's figure would be higher than it is, but it 
sts a rebate—a little bit of juste retour—to 
yffset the fact that it gets less back than the 
thers in farm subsidies. Shed no tears for 
Ye Belgians and Luxembourgers. Their net 











ll back in the form of Eurocrats' salaries 
and allowances, most of which are spent in 
Belgium and Luxembourg, where these well- 
yeeled immigrants mostly live. 

© Mr Ridley's figure of 6% for Ireland’s 
take as a share of its GDP is only a mild exag- 








er being a net taker for 30 years. This 


parts of the Community. 


ret. The numbers are in fact available - 


here about 9096 of the kitty comes from. 


contribution may look high but they get it - 


eration. And such financial facts are bound . 
to affect members’ behaviour.. France, for 
example, has just recently become a giver af- 


should temper its enthusiasm for big-spend- 
g regional and social projects in other 








Farm subsidies remain the biggest ele- 
ment in the redistribution of resources in 
the Community, but that money rarely goes 
to the poorest or most deserving. Three of 
the richest countries—Denmark, Holland 


a — tet 
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Arms trade 











and France—do very well. Guess wha 
they'll be telling EC negotiators in their figh 
to preserve Community farmers’ privileges 
against the American onslaught at GATT's 
Uruguay round of talks. 


NTE EE E E 


Rebirth of a salesman 


NWORDS into ploughshares, tanks into 
tractors. A depressing thought, if your 


job is to sell weapons that the retreating ar- . 


mies in Europe and elsewhere cannot seem 


to discard fast enough. Paradoxically, one of 


the countries likely to suffer most from the 
shrinking market for weapons of war is the 
Soviet Union, whose change of policy has 
enabled peace to break out. But in the arms 
trade even. peace can sometimes be turned 
to advantage. Its new friendship with China 
may be about to win the Soviet Union a new 
customer. e 

Last month Mr Liu Huaqing, a deputy 
head of China's powerful Central Military 
Commission, spent two weeks in the Soviet 
Union window-shopping. He is thought to 






















be interested in both the Soviet MIG29 
fighter and the su-24 strike aircraft. Much of 
China's army and air force runs on updated 
versions of 1950s Soviet equipment from 
the days before the two countries fell out. 
Now it is western help for China's military 
modernisation that is blocked. But China 
prefers to buy models to copy, rather than to 
place large orders abroad. Even if it does add 
the Chinese to its list of customers, the So- 
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the world's first digital telephone exchange. - 
Since that time we've met great challenges and solved 


“more switching and transmission problems for: our customers 






than any of our competitors. 








Having installed a staggering 40 | cc igital lines, 


bears testament to this. And, were curre erily adding t to them Ei 


to the tune of 9 million a year. E 
With this kind of heritag : here 


service we cannot handle 












Alcatel n.v., World Trade Center, p. 
Strawinskylaan 341, NL 1077 XX Amsterdam, The Netherlands. 
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As long ago as 1970 Alcatel. was commissioned to. supply 


- given us unrivalled international experience. 


10 single product area or. i 


| Serving customers. in no countries around the word has 


For example, from turnkey network projects in develop 1 
countries, to advanced private systems to increase efficie ! 


in cad s hi-tech companies. 





And other advanced ‘technologies such. „as fibre optic 






inteligent networks, cellular. radic | and packet switching. 


Our experience to dote and « our past abil lity. to solve you 
needs position Alcatel perfectly for today's market needs. 
And the next ad. 


pro 


EUROPE 
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viet Union is unlikely to make much money 
out of the venture. 

That is little comfort for a country 
strapped for cash, whose arms exports until 
now have been estimated to account for per- 
haps 2096 of total exports. According to the 
Stockholm International Peace Research In- 
stitute (SIPRI), which publishes an annual 
league table of who sells how much to 
whom, the Soviet Union is still the world's 
biggest arms exporter, but sales have begun 
to fall from their 1987 peak. Because most 
Soviet arms exports have long gone to third- 
world countries, the ending of the Iran-Iraq 
war and the winding down of other conflicts 
such as those in Angola and in Central 
America have so far affected Soviet sales 
more than America’s. 

Last year, SIPRI estimates, two-thirds of 
the $8.5 billion-worth of Soviet arms ex- 
ported to the third world went to Afghani- 
stan, India and North Korea. Arms sales to 
these and other countries, such as Syria, 
Cuba, Iraq, Libya and Angola, have 
brought little long-term political benefit and 
even less economic benefit: the countries 
that have received most Soviet weapons also 
tend to top the list of Soviet debtors. 

Over the past two years Soviet arms 
salesmen have tried to break into new mar- 
kets, displaying their hardware for the first 
time at western arms bazaars. But shifting 
the pattern of Soviet arms sales on to a more 
profitable basis will not be easy. The few 
countries in the market with plenty of hard 
currency to spend on new arms, such as Ja- 
pan, South Korea or Saudi Arabia, would 
find it hard to fit Soviet equipment into 
their existing inventories of western-built 
weaponry, even if they wanted to. 

Indeed, hanging on to existing markets 
is difficult enough. The only new, though 
temporary, source of hard-currency sales 
may be Eastern Europe. The Soviet Union is 
reportedly insisting that East Germany 
(among others) stick to existing contracts 
for new military aircraft, even though it now 
has no need of them. According to Jane’s 
Defence Weekly, West Germany is consider- 
ing paying the Soviet Union to take back 
East Germany's existing Soviet-built air- 
craft, tanks and other equipment. 

Pressure to sell some of the most mod- 
ern equipment, rather than scrap it, increas- 
ingly conflicts with other Soviet interests. 
Last year's sale of sU-24s to Libya, albeit 
equipped only for conventional warfare, sits 
uneasily with Soviet talk of damping down 
regional conflicts. Similarly, the decision in 
1988 to lease a nuclear-powered submarine 
to India (though without its nuclear weap- 
ons), and talk of selling a second submarine, 
cast doubt on Soviet compliance with the 
Nuclear Non-Proliferation Treaty. But the 
Soviet Union is not the first country to find 
that business and politics can make an ex- 
plosive mix. 
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Bulgaria 


Into the dustbin 


FROM OUR CORRESPONDENT IN SOFIA 


INCE the June elections, handily won by 

the Socialists (ex-Communists), Bulgar- 
ia’s government has tottered. Early in July 
the acting president, Mr Petar Mladenov, 
resigned amid scandal. A fortnight later, 
Bulgaria is still without a replacement, and 
the government is looking ever more limp. 

At first, the new parliament did almost 
anything to avoid choosing a new president. 
Delighted lawyers guided parliament into 























(€"T^O SUBSIST in bones and be but 

Pyramidally extant is a fallacy of 
duration.” Sir Thomas Browne's “Urne 
Burial" (1658) got it about right. Mum- 
mies confer a fake immortality. He was 
thinking of ancient Egyptians. But his 
lesson that what counts is repute, not re- 
mains, goes for modern Bulgaria. The 
embalmed body of Georgi Dimitrov, Bul- 
garia's Communist leader from 1946 un- 
til his death in 1949, has just been re- 
moved from its mausoleum in the heart 
of Sofia and cremated. 

A hard look at the leader who im- 
ported Stalinism was overdue when Bul- 
garia's Communist old guard fell last No- 
| vember. A group of Bulgarian historians 

was soon delving into his record. 
Dimitrov's adopted son spoke up for a 
proper burial. The white stone mauso- 
leum, guarded by soldiers in Ruritanian 
costume, had become a bit of a joke, 
even for Dimitrov's admirers. 


He had, and has, many of them, 





uf uA 


rli of commuiaism 


Georgi Dimitrov, RIP 


. lin and buried nearby. 





uncharted territory with only the old com- 
munist constitution for a map. Members of 
parliament found it of some use in the hot 
debates: as a fan. 

In the centre of the capital, Sofia, a 
campsite known as the City of Truth is 
growing. It has some 160 tents, put up by 
“antinomenklatura” protesters. Many of 
the occupants are students or teachers. 
Some admit they enjoy the protest: they 
missed out on 1968. Outside the now empty 
tomb of Georgi Dimitrov (see box), they 
have built a “dustbin of history”, filling it 
with copies of Marx, busts of Lenin, old 
party cards and even a Polish car. 

On the evening of July 22nd, protesters 





though mainly among pensioners and in 
the countryside. The crowd following his 
ashes to Sofia's main cemetery on July 
23rd reportedly numbered more than 
200,000. They were there to bury 
Dimitrov, not to haze him. 

Beating the clock for four decades was 
itself an achievement. Stalin's corpse was 
on show in Moscow for only eight years. 
It was removed in 1961 from next to Le- 
nin's in the mausoleum beside the Krem- 


The idea of preserving and displaying 
Lenin's corpse was carried at an over- | 
wrought party meeting the day before his 
funeral in January 1924. It appalled many | 
Communists, including his wife, 
Nadezhda Krupskaya. She wrote to 
Pravda saying that the monument he 
wanted was money for hospitals and 
schools. How long before Mr Gorbachev 
looks at the Lenin mausoleum and 
adapts a phrase from Khrushchev: “We 
will bury him”? 
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Today, Alcatel. is unquestionably “the world leader i 






ategrated Services Digital Networks. - 


of ISDN, Alcatel believes actions speak louder “thon words. 
| ISDN i is a reality. We are a ready 


‘transmission equipment around the world - - even as we speak, 





installing exc hc nges and 





In fact, nobody has done more in this field of technology. 
Internationally and across more product markets. 


17 countries by the end. of this: year, including the 





Alcatel n Y. War id Trade Center, 
Strawinskyladn 341 NE 107 7 XX Ariiterdam, The Nether! ande: K 
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Whilst other companies. are we; talk up the benefits 





„with ISDN functionality. 





much gullicised linking of Europe. In this year alone, 


additional 672 Alcatel digital exchanges are being enhance 





ever. your NH whatever your country, Alcate 














Network. ystems, based on advanced. digital switching « nd 
fibre optic transmission, can offer the perfect solution. 
And always tailored to. your individual needs. 


So you see, solving today's problems. is no problem. at a 


For tomorrow's, read on. 
































































that 


S- THE BERD's head growing . 
. too big for the beast? The Eu. (V. 
sean Bank for Reconstruc- “SY 
n and Development (BERD is _ 
ts French acronym) is the fu- 

re international institution 
designed to help finance the re- 





-founding members met for the first time 
s will be, 


VÉ 


| in London, where its headquarte 





- designate, Mr Jacques Attali 


That Mr- Attali should 


. liant man—five foreign languages, four 
. degrees, three books just in the past 


quality) in a week than most people do in 
a year. Some find him irritating. Others 
appreciate him: among them President 
Mitterrand, whose close adviser he has 
been. Admirers marvel at the negotiating 
skill which helped hatch the BERD with im- 
pressive speed. So what if he kept the 
founding representatives waiting for an 
hour last week before turning up to de- 
liver them a long lecture? “That’s the man 
we know and love.” . 

.. Yet it is more than just the Attali style 
that bothered some of the people at the 
London meeting. They worry about what 
they see as his grab for power: too much of 
it for himself as president, too little for the 
board of directors. True, the bank's con- 
stitution ensures that any loans have to be 
approved by the board. But within such 
constraints, say the worriers, Mr Attali 
seems to want to make the bank as “presi- 
‘dential’ as possible; they see a risk of cre- 








building of ex-communist Europe, witha 
“capital stock of 10 billion ecus ($13 bil — 
lion) and an.emphasis on promoting the: 
private sector. Last week the bank's 42... 













. to discuss how it will work, Someofthem. =° 
_ emerged privately alarmed at the imperial - 
_ behaviour of the bank's French president- ` 


a t MICA hould have fuffied » 
| some feathers is hardly surprising. A bril- 


: year—he produces more ideas (of variable - 


ating a monster that will be hard to 





on continues, the 


Oo 


loom, more of them will be tempted to play 
with the ethnic issue. | i o 





©. control. | 

< The Attali cabinet circulated 
, dts draft by-laws for the bank. 
There was particular concern at 
Section 8 (bx: "The president 
may take all steps which in his 
. or her opinion are necessary to 
conduct the current business of the 
ence Also circulated was a document 
"Outit 












at a chart of management structure show- 
ing no second-in-command to Mr Attali, 
-andat the section on the president's func- 
tions. The president will, it said, "define 
the strategic agenda for the bank," and 
"decide on all major issues of policy and 
operations.” cae eS 
What, some wondered, ensures that he 
will act in the shareholders’ interests? 


Some believe the board should be fully 


. constituted right from the beginning (not 


the plan at present) so that it can influ- 








‘outlining Mr Attali’s "current thinking" ' 
on the bank's organisation. Eyebrows rose 





ence the bank's "culture". 


- .. Proposals affecting the bank's budget 


caused concern, too. The average payroll. 
cost for each member of the eventual staff | 
of some 450 is projected to be 125,000. " 
ecus. Mr Attali, it seems, would like to 
open branches of the bank throughout - 
the borrowing countries of Eastern Eu- 
rope; that will also take its toll on the bud- 
get. When asked whether it is sensible for — 
the bank to open branches before it - 





knows what it is supposed to be doing, Mr. - 


No doubt many of these worries can be 
smoothed out before the BERD actually 


takes flight. Another shareholders’ con- | 
i. ference is to be held in October; plenty of | 
- time for more. amendments to the draft 


One is that resistance to Mr Attali’s 
wilder ideas will be wimpish. The British 
are being polite in public, because they are 
playing host. The Dutch don’t want to be 
accused of sour grapes because their can- 
didate for the presidency, Mr Onno 
Ruding, lost out. The Germans don’t 
want to upset the French. The French will 
not commit lése-Attali. The East Europe- 
ans don’t want to spoil their chances of | 
getting money. | 

The other danger is that, even if the | 
critics do pipe up, Mr Attali will not lis- | 
ten. There was little real dialogue at last 
week's meeting. And Mr Attali has said he | 
will not be talking to the press until he is 
formally appointed president. 

If he really is pushing for strong presi- | 
dential powers, it may be from the best of | 
motives. Eastern Europe's needs are ur- | 
gent. The bank should be able to move | 
fast, unclogged by bureaucracy. But East- | 
ern Europe also needs a bank which en- | 
joys complete confidence from the start. | 
For that reason alone, Mr Attali should | 
listen to the twittering in his BERD's nest. 
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New faces 


No change in the cabinet, but 

|. plenty of musical chairs else- 

:| "where, as Margaret Thatcher 

'unced her sixth ministe- 

reshuffle in a year. 

| Among the changes: up— 

| Francis Maude, to the Trea- 
sury; back—Sir George 
Young, to the whips’ office; 
out—Peter Bottomley (from 















| Secretary, confrmát lod 
n's intetest in buying 
| PowerGen, the smaller pro- 
| ducer—"at a knock-down 
price to a family friend,” criti- 
cised Labour leader Neil. 
Kinnock. 





Tom King, the T, secre- 
tary, unveiled a radical plan to 


cut defence spending and re- - | 
structure the armed forces. He - B 


also announced emergency 
savings of over £500m to re- 
duce budget over-spending 
this year. A figure for the 
long-awaited “peace dividend” 
was still awaited. 


A new archbishop of Can- 


terbury was chosen, sooner. - 

and stranger than expected: 

George Carey, who has been 

2 bishop of Bath and Wells for 
just three years. A Cockney 
and an evangelical, he prom- 

-ised to defend traditional 
belief. 


Still rising 


John Major, the chancellor, 
admitted that inflation will 
fall "a bit more slowly than we 
hoped". He said he expected 
it to peak “a little higher" 
than 9.896 before turning 
down at the end of the year. 


Lucky Queen. The prime 


minister announced a rise of 
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Northern Ireland) and Mi- — | £ 
j chael Neuberg re Epa el ncel . 


55%, to 5 £7 om: a year, in nes 
| allowance, which will now be _ 





| palace k 
eU the Treasury does not? 











fixed at that rate for ten years. 


The deal is based on an as- 
sumed 7.5%a-year inflation 






rate for 
















ow something that 


| aid many 
applicari for refugee sta- 


tus are not acceptable. But ac | 


ceptances rose last year to a 


ten-year high, mostly for Irani- 


ans, Somalis and Ethiopians. 


More than 200 policemen, in- 
cluding 30 in riot gear; sur- 
rounded a warehouse near 
Leeds and arrested 836 people 
who were having an “acid- 
house" party. An extensive 
search revealed £2,000-worth 
of drugs. The beat might offer 
richer pickings. 








PTS 





nr" executive sus Ls Ls Ad 
the city's district partyand — 


withdrew the whip from 14 i 


councillors who refused to: 


support a rent rise. They j join . . 


15 other councillors. sus- 


Stopped - 


The British Board of Film 
Classification banned vided 


circulation of a Pakistani 


1m, portraying the death of 


] i the author Salman Rushdie, 
| | saying it contained crimir 
"bel. Muslim protesters called 





the ban “hypocritical”: they 
reckon Mr Rushdie's: 
"The Satanic Verses", 





Jd | phemous against Islam dit. 
: | Meses banhe ed t 


Two British teenag ge gi were » 


inco in Thailand f 









is e Fori -— ux © 


Thailand in January could - 
mean that, if convicted, die. 
girls would be able to serve 
their sentences in Britain. 


After 15 days without rain an 
official drought was declared 
in the south and Midlands. 
The hot weather was blamed 
for a train derailment in Glas- 
gow, injuring 19 people. 


| John MacGregor, the educa: 






| this will not solve shortages 


"b rich areas. 
-pended earlier oe "m E 


| said it will adopt an environ- 


d Puer may not be chois 


| list for company cars. 























Back to the old ways — 
The Labour party shadow cat 


inet announced it would a 
ish the poli tax and return 

"fair rates": an updated : ver- 
sion of the old rating systen 
with up-to-10096 rebates av 
able for poor people. Michael 
Portillo, local government -` 
minister, called the plan a 

"cruel con-trick”. Quite un- 
like the poll tax. | 


An IRA bomb exploded p 
rural lane in County Armag 
Northern Ireland, killing a 
Catholic nun and three police 
officers. 


tion secretary, announced a - 
bill to let education authori-... 
ties offer local pay deals to at- 
tract teachers. Critics said 








| but will merely encourage 
.. teachers to move from poor to. 










- The Newcastle Green party 







| mentally-friendly schedule: 
meetings will now be every — - 
new and full moon. Both main. 
parties mocked gleefully. 
. More like once in a blue 
moo capi a Tory. “This 






























ing British cars but at least 
they are choosing them in red 
white and blue. A survey 
showed that black cars were 
out of vogue this: year, and th 
. national colours topped. th 
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| pees peace dividend is on its way: 
the biggest cuts in the armed forces 
since the end of conscription and the with- 
drawal from the Empire that began in the 
late 1950s. In all, uniformed manpower is to 
drop from 312,000 to 255,000. 

The centrepiece of the plan, spelled out 
to the Commons on July 25th by the de- 
fence secretary, Mr Tom King, is a halving 
of the forces in Germany. The land forces 
there, now three divisions, plus one on 
standby in Britain, will be cut to one plus 
the standby: a drop from some 55,000 men 
to 20,000-25,000. The RAF is to give up two 

its four bases, cutting its Tornado attack 

uadrons from eight to four (including one 
reconnaissance squadron), but retaining its 
helicopters and its two Harrier squadrons. 
The two squadrons of aging Phantom fight- 
ers will be disbanded. In all, today's force of 
12,000 airmen will be halved. 

How soon? Over five years, said Mr 
King. The cuts are contingent on consulta- 
tion with NATO and the implementation of a 
treaty limiting conventional forces in Eu- 
rope (CFE). But these qualifications do not 
amount to much. Talks in NATO may bring 
some fine tuning, or the odd trade-off of one 
sort of unit for another, but an overall slim- 
ming of 5096 or so is plainly on the cards. 

The West hopes to sign the CFE this 
year. Even if the Soviet Union were to scup- 
per it, Britain is unlikely to do more than 
suck its teeth. As long as the Warsaw pact 
stays on its back and the Soviet Union keeps 
withdrawing troops from Eastern Europe, it 
is hard to see any government restoring 
more than a sliver or two of the planned 
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eace prospectus 








cuts, treaty or no. 

Britain's other forces will be 
slimmed less. The Trident missile- 
submarine programme will remain on 
track (four boats with 16 missile tubes 
each, the D-5 missiles to carry no more 
than eight warheads apiece). The 
AWACS early warning aircraft will still 
be bought from Boeing (the first has 
already been delivered). All three air- 
craft carriers are to stay (though one 
is permanently laid up in reserve, and 
thus unavailable on any reasonable 
notice). The 27 submarines will go 
down to 16, and the "around 50" 
frigates and destroyers (actually 48 at 
last count) to "around 40". The num- 
ber of Nimrod anti-submarine patrol 
aircraft will be cut by around 1596. The two 
squadrons of elderly Buccaneer anti-ship- 
ping aircraft will be replaced by some of the 
redundant Tornadoes: 

The ships that enable Britain to land 
amphibious forces on hostile shores will re- 
main. And, in one imaginative new depar- 
ture, a "strategic reserve" division will be 
formed in Britain, combining airborne, am- 
phibious and armoured units. 

Mr King was at pains to claim that these 
changes are driven by policy, not by the 
mere desire to save money. Well, yes and no. 
Clearly a long-term "peace dividend" is a 
goal; but it is true that these cuts, big as they 
are, will not save much in the short run. Al- 
though recruiting is to be reduced at once, 
Mr King's problem of overspending on de- 
fence this year will hardly be touched. Some- 
thing can be done by bureaucrats' favoured 


How Britain's forces will shrink 








Planned _— 
Í EEA. 





















Now F | 
4 Polaris submarines 4 Trident submarines — r | 
11 squadrons Tornado/ 8 squadrons Tomado —— — 
Buccaneer aircraft aircraft AUIE S FS A 
Defence of the UK DNE. 
6 squadrons Tornado 7 Tomado  .— 

| Ms | E 

4 divisions 2 divisions, (TinUK — ——— 
(1 in UK in peacetime), in peacetime) ee 
15 squadrons based in | 9 squadrons basedin — 
3 squadrons 2 squadrons Tornado 
based in UK** basedinUK** — = o -. 
ry 


technique of “moving things to the right” — 
delaying weapons procurements. But some 


"4 


painful adjustments in this year's planned 


budget will still be needed. 

In specifying this long-term force-reduc- 
tion, Britain becomes the second NATO 
country (after West Germany) to break 
ranks and announce specific cuts far beyond 
the share it would be entitled to as a result of 
the CFE treaty now being negotiated in Vi- 
enna. But even if all countries cut more and 
faster than the treaty will require, the treaty 
would still be useful: for one thing, it will 
provide for arrangements to check that the 
Soviet Union really does what it promises. 
The trouble is that such pre-emptive cuts 
may make the treaty harder to get: as long as 
the Soviet Union can get greater cuts from 
NATO by doing nothing than by ini 
in Vienna, and without having to let check- 
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King's goal is to make the British forces 
maller but better"; still big and powerful 
enough to meet both the minimum require- 


urope, and remaining commitments else- 
ere. In the short run he will succeed. The 


ght. Much clapped-out equipment will go, 


de men to fill others that have long been 
nder-strength. | 


. Butthere could be more distant pitfalls. 
me is manpower. Will enough young peo- 





Fudge-flavoured — 
f XONFIDENCE in Britain's official 
sione, they are unreliable; at worst they 


|| government statistics seem to have gone 
|^ too far. To refresh the memory, here are 
|]. some of Britain's statistical whoppers: 

| e The government’s definition of unem- 
< ployment has been changed 30 times 

-since it came to office in 1979. All but 
^ one of those trimmed the official length 
of the dole queue. | 
||. € The government recently had to admit 
|. that a widening gap between the rich and 
|. poor had been hidden by a statistical 

- boob. Its original figures suggested that 
| the real incomes of the poorest 10% of 
|^ households had risen twice as fast as the 
4) average between 1981 and 1985. 

< Whoopee! But revised figures now show 
` that it rose only half as fast. Oops. 
€ The real growth in domestic demand 
in the year to the fourth cuarter of 1987, 
was first estimated at a moderate 4.796. 
"After a series of revisions it is now put at 
an explosive 7.196. Such flawed figures 
were partly to blame for the policy errors 
which caused inflation to let rip. 

The "balancing item" in the balance of 
payments—capital inflows which cannot 
‘be accounted for—amounted to £15 bil- 
lion last year—almost as big as the £19 


-billion current-account deficit. 


In response to fiddli 


other ropey numbers, a working party 
from the Royal Statistical Society (Rss) 
has recommended giving British num- 
 bercrunchers greater independence 
from politicians—as enjoyed by their 
counterparts in most other countries. 

. The report says that government stat- 
isticians should be centralised in a single 
agency where they would be less at the 
| beck and call of individual ministers. 
| There should also be an Official Statis- 









ments for the security of the country and of 


rce structure he has engineered is about _ 


d the disbanding of some units will pro- - 


. to make rapid changes. uM 


w statistics is dwindling. At best, say - | 
are fiddled; and in general, cutbacks in. 


ng, howlers and 





ple continue to volunteer for armed forces 
(in particular, for the reserves, which will 
now be more important than ever) that have 
lost their main enemy? 

It will be hard, too, to maintain the flex- 
ibility for missions such as the Falklands war 


or the naval patrol that helped keep the- 
Gulf open during the Iran-Iraq war. With . 
the big forces that were needed to meet the. 


full-blown threat of the Warsaw pact, much 


of the needed flexibility was built in. Witha — 


much. smaller base, the defence chiefs will 


have to think more about what might hap- . 
pen. With fewer men and less hardware, 
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they will need to be ready to move fast and ^ icit j 


tics Act to buttress the statisticians’ inde- 
pendence and a National Statistical 
Commission, also representing outside 
interests, to protect statistics from politi- 
cal meddling. Sir Claus Moser, a former 
head of the Government Statistical Ser- 
vice (now a director of The Economist) 
has been urging the latter since 1979. 
Publicly, the government refuses to 
accept that there is a crisis of confidence 
in statistics and rejects the RSS recom- 
mendations. In fact, it has already tip- 
toed towards reform. The collection of 
statistics became more centralised last 
year under the Central Statistical Office. 


The snag is that responsibility was 


handed over to the chancellor, Mr John 
Major—the minister who has most inter- 
est in many key statistics. The Treasury 
also knows that the Rayner cuts of the 
1980s, when staff were chopped by a 
quarter, went too deep: in May Mr Major 
announced that the CSO was to recruit 
more staff to start collecting more data. 

The Treasury hopes that such mea- 
sures will restore the shine to Britain's 
statistics without resorting to the embar- 
rassing measures suggested by the RSS re- 
port. Of it, one Treasury man quipped 
that a centralised agency established un- 
der the law was exactly what was found 
in Albania, Bulgaria and East Germany. 
But a better guide to the Treasury’s real 
feelings emerges in the first article in the 
first issue of the Treasury Bulletin, 
which agonises about . . . yes, the accu- 
racy of government statistics. 
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The good news is that the volume of 
non-oil exports jumped by 12.4% in the year 
to the second quarter, compared with a pal- 
try 3.3% in imports. Very cheering: exci 
that, in recent months, imports have sta 
bouncing back. Between the fourth quarter 
of 1989 and the second quarter of this year 
their volume surged by an annual 11.2%, 


-ahead of the 9.7% growth in exports. Do- 


mestic demand is still too strong. 

In the short term, the recent rise in ster- 
ling—up 10% in trade-weighted terms since 
March—will make the trade figures look 
healthier by reducing the price of imports. 
But don’t applaud: eventually, some export- 
ers could be priced out of world markets. 

Perhaps: a strong pound may have less 
impact on exports than is often supposed. 
Nomura, a Japanese investment bank, 
points out that the Treasury's 1989 eco- 
nomic model suggests that a 5% rise in ster- 
ling caused only a modest £400m deteriora- 
tion in the current-account balance after 
two years. Why? Exchange-rate swings are 
being partly absorbed by profit margins. 

The pound’s latest rise, meanwhile, has 
merely taken its trade-weighted value "4 
to where it was in May 1989. Its earlier tu 
ble provides part of the explanation for the 
conundrum causing much head-shaking at 
Westminster—the apparent failure of high 
interest rates to squeeze demand. The 
cheaper pound allowed companies to fi- 
nance pay rises—now pushing 10%—with 
higher prices. Real pay gains to workers al- 
lowed consumers to go on spending. 

A rise in sterling helps to squeeze infla- 
tion just as higher interest rates do. 
Shearson Lehman Hutton, an investment 
bank, has constructed a rough-and-ready 
monetary indicator which takes account of 
interest rates, the strength of sterling and 
the deflationary impact of the fall in oil 
prices over the past decade. This confirms a 
marked relaxation of monetary policy when 
sterling tumbled. But the index also suggests 
that after the latest turn of the screw, mone- 
tary policy is now as tight as in the early 
1980s. The pain is only just beginning. 
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Britain’s schools 


rying harder 





The 1988 Act was meant to be the last word on educational T: It 


won't 


S teachers and children flee the dass 
room for their generous summer 
break, Britain's state schools are making 
more headlines than ever. Every day seems 
to bring another spine-chilling revelation: 
headmasters in affluent areas unable to at- 
tract teachers; children in Hackney disrupt- 
ing. classes and rampaging through the 
streets; reading standards plummeting. 
While young Germans read Goethe, young 
Geordies stumble over Viz, a crude and 


be: as worries about British schools mount, Mr Joh 
rethinking it. The Tory right wants even more rai ical answers 








agit comic. 

Meanwhile, Mr John MacGregor, the 
education minister, is introducing impor- 
tant changes to the 1988 Education Act. 
Next week he plans to announce a loosening 
of its requirement that all children study ten 
subjects up to the age of 16. Those who want 


to take classics, a second foreign language or 


an additional science will be given time and 
freedom to do so. Educational conservatives 


will be delighted; exa will private schools. 


Not all sweeteners and light | 


AN'T take -— Don't want T Use 
, ' NutraSweet instead. Around 200m 
E. people do, worldwide. They may be risk- 
- ing their health, says Mr Erik Millstone, a 


lecturer from Sussex University’s science 


~ policy research unit. 
After years of work, he has comis à 
dossier querying the reliability of results 
of safety testing of NutraSweet. He sub- 
mitted data to the British government last 
December, and has recently provided 
more, which are still to be reviewed. He 
: says he may soon supply results of some 
biochemical studies conducted at a Lon- 
don hospital into possible adverse effects 
of the sweetener. 
The curiosity is that Mr Millstone is 
. not a biologist or a medic, but a physicist. 
He has assembled his dossier mostly by 
scouring American documents on Nutra- 
.. Sweet, available there under the Freedom 
- of Information Act. The makers of Nutra- 
Sweet, a subsidiary of Monsanto, a big 








PE chemicals company, say- hát. 


questions about the trustworthiness of | 
the testing of NutraSweet were aired (in 


the so-called Bressler report) in America 
several years ago, but after inquiries by in- 
dependent: review bodies the sweetener 
Was nonetheless - given a clean bill of 
health. | 

- In 1987, the company goes on, the 
General Accounting Off 
tive arm of Congress, ap p 
proved the procedure fol- - © A 
lowed by America’s Food DW 
and Drug Administration in | 1 
giving NutraSweet approval, and dedu 
the FDA was also conducting adequate fol- 
low-up studies. The company doubts that 
Mr Millstone has anything new to add. It. 
is suing the Guardian, which last week 
printed several articles about NutraSweet. 

. NutraSweet’s history has not been all 
joy for its makers. In the late 1960s and 
early 1970s animal studies associated it-— 
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ino no turning back is a wonderful sl 


MacGregor i is 
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_ versity, St Louis, showed that aspartate, 
| chemical found in NutraSweet, could 


"in animals. People suffering from an in- 


Ice, the i investiga- | 








and Thucydides. 
This new fle 










with which the current panic about sc 
is taken in the Tory party. Mrs Thatc 
upset about Labour's widening lead in 
opinion polls on education issues: accori 
to Callup, a Labour lead of two points 
1987 has leapt to 26 points this April. 
She used this week's reshuffle of jui 
ministers to revamp the Department of 
cation (DES). Both junior minister 
booted sideways to other departme 
Mrs Angela Rumbold because she 
tough but acts soft and Mr Robert Jac 
because he seems addicted to explosive 
ments. They were replaced by two 
alists: Mr Timothy Eggar, a former emp 
ment minister, and Mr Michael Fa 
-serious-minded stalwart of the That heri 
No Turning Back Group. 
~The new boys will have their wor 
























































































but what happens to radical reform if 
are no teachers in the classroom? For a 
MacGregor’s bland assurances, teac 
shortages show no signs of easing: indee 
figures published last week by the DES prove 
that things are getting worse. In London a 
shortfall of 4.396 in July 1989 increased to 
5.3% this July. 
A flurry of ititistiveisfrom slick al 
vertising to overseas recruitment-—has 
failed to make up the shortfall: Southwark 
council in London is so desperate that next 
September it will be trying to recruit teach- 
ers at the Munich beer festival-—shades of 
"the naval press gangs that once roamed sear 


sihen consumed in very large amounts— 
with brain tumours. At about the same 
time Dr John Olney, of Washington Uni- 









e the potential to cause brain damage | 


herited condition called phenylketonuria 
are unable to break down NutraSweet, 
which may become toxic. In America, 
foods containing NutraSweet now carry 
warnings against use by such people. .. 
That is not so in Britain. The expe 
Committee on toxicity that 
advises the Department of 
Health is now investigating 
the safety aspects of all artifi- 
cial sweeteners, NutraSweet among ot 
ers, as part of an already planned review. 
The Ministry of Food, which also-has a 
Jekyll-and-Hyde existence as the Ministry 
of Agriculture, is compiling information 
on the consumption of these products: A 
least the bold Sussex lecturer will find 
well-wishers in the sugar-beet fields of Fas | 
Anglia. 






























































sed because a main plank of the act—the 
il management of schools (LMs)—is not 
t in place. À potentially revolutionary 
easure, LMS is designed to do two things: 
oncentrate control over resources in the 
ool, not the town hall, and to break 
own teachers’ over-rigid national pay 
ales. Mr MacGregor has discovered that 


too. much money is still sticking to the 


ance, is still spending about 10% of its edu- 
tion budget on town-hall administration: 
ell-managed authorities make do with 2%. 
nfronted with a choice between sacking 
mselves and sacking teachers, the bu- 
ucrats have done the precictable thing. 
€. DES has idi up a hit-list of these 


AT is the single most important 
YY fact about the relatively obscure 
. man who has been appointed the 103rd 
-Archbishop of Canterbury? Simply that, 
unlike some of his more senior and fam- 
ous fellow-bishops, he can be relied upon 
. to recite the Creed without stumbling or 
< pausing to interpose a theological res- 
; :ervation or two. | 
i... George Carey has been © 
| a. bishop for only three 
| years. His diocese of Bath 
| and Wells is quintessential 
» Trollope country. But there 
-is nothing Trollopian about _ 
this rather jolly Cockney, 
son of a hospital porter, 
who left school at. 15 and 
thought of the church only 
while doing national ser-. 
vice. He is a learned theolo- — 
gian and a strong upholder 
of. traditional Christian.. 
| teaching. in faith and mor- 
als. He. has said that the 
| Church of England must become more 
of a “confessing, evangelistic church". 
—.. That will please not just the Evangeli- 
cal wing of the church, from which he 


more simple Christ from. the nation's es- 
tablished church, Against that, his sup- 
port for ordaining women as priests will 
upset many,- -mostly from the church’s 
Anglo-Catholic wing. But even they will 


the likes of the Bishop of Durham—es- 
‘pecially as his is a fairly open-minded 
brand of Evangelicalism which is attract- 


.church's ministry. 








: Ghi of fMr MacOregors d s difficulties are i 


ids of local bureaucrats. Haringey, for in- - 


: shepherd against the Zeitgeist 





Archbishop of York, a powerful leader - 
-for some years yet. Now the top job has 


comes, but also those who have been 
‘clamouring for less trendy Zeitgeist. and 


cheer him as a man who can stand up to | 


i ing many younger. people | into the 


cky-fingered authorities, ^ 

On pay, Mr MacGregor has omen 
a new scheme for greater flexibility, Local 
authorities are to: be allowed to opt out of 
national scales and pay the market rate for 
their staff. How such: local flex- 
ibility can be squared with 
centralised poll-tax capping re- 
mains mysterious. ` = 

Other difficulties are the Iu 
fault not so much of the local áu- .- 
thorities as of Mr MacGregors — 
predecessor, Mr Kenneth Baker. 
The national curriculum was in- 
tended to be a rough-and-ready 
device for raising minimum standards. But 
in his eagerness to win over vested interests 
and push through a headline-grabbing bill 
Mr Baker handed over curriculum planning 
to the education industry. Thus a jargon- 





heh liberals will not. be pleased. 
They had rooted for the Archbishop of 
York, John Habgood, likely to have been 
first choice on the two-name list submit- 
ted by the Crown Appointments Com- 
mission to Mrs Thatcher, but never 
likely to be accepted by her: he has 
aroused too much hostility, and not only 
among traditionalists. 
Many in the church see him 
as the man who thinks pri- 
vately what the Bishop of 
Durham blurts out openly. 
The new archbishop, 
though no free-marketeer, 
will nevertheless gladden 
Mrs Thatcher's heart: mor- 
ally tough,  doctrinally 
sound and a staunch pro- 
establishment monarchist 
| to boot. Just as appointing 
supreme court judges allows . 
American presidents to en- 
joy. an ideological afterlife, 
so Mr Carey could be flying | 
the c conservative flag well into the later 
Kinnock years. He is, after all, only 54. 
For their part, the church liberals will 
continue to have, in the 63-year-old. 


been decided, the eyes of both camps. 
may turn to the church's third-most-in- 
fluential post, the Bishopric of London. 
This is about to be vacated when Ora- 
ham Leonard, a traditionalist, retires.. 

For the moment at least, all bets 
about. that are off: betting on the new 
Archbishop of Canterbury (quoted by 
Ladbroke at 20:1) has proved a disaster 
for all but a few last-minute punters. And 
were they divinely inspired? 











the education industry or its mouthpiece, 
the DES. As far as she i is concerned teachers 


should concentrate on the five "r"s (the 


other two are “right” and 
"wrong ). In the middle of April 
she signalled that it was high time 
to lop off some of the monster's 
tentacles. The national curricu- 
lum, she said, had become over- 
blown and over-prescriptive: in- 

.novative teachers were in danger 
of drowning in a sea of regula- 
tions. 

ave MacGregor sees. eye to eye with his 
boss. Since his arrival at the Department a 
year or so ago he has been engaged in a bit of 
stealthy damage-limitation. In April he cut 
down the number of proposed tests for chil- 
dren. Last week Mr MacGregor insisted that 
adolescents should be allowed to study « 
three traditional sciences— not just a mis 
mash substitute. Several equally judicious 
compromises are expected shortly. 

The education secretary insists that the 
1988 reforms are still on target. But by in- 
stinct he is a consolidator, bent on winning 
over producer interests and determined to 
avoid a big bust-up with the teaching unions 
before the next election. Some influential 
members of Mrs Thatcher's entourage are 
less cautious. Already mutterings have 
started about the need for yet another Edu- 
cation Act. Few details have emerged about 
what this might mean: but it is safe to con- 
clude that Mr Baker did not have the last 
word on education. 

For clues as to what the next phase of 
reform may look like, it is worth watching 
Mrs Thatcher's favourite borough, Wands- 
worth. Mr Donald Naismith, the borough's 
chief education officer, has the ear of the 
prime minister. He has no doubt about what 
has caused our educational malaise: tl 
comprehensive school. He thinks that tP 
key to raising standards lies in bringing back 
selection—though after relishing the initial 
shock caused by mentioning the forbidden 
word he adds that this means “self-selection 
on the basis of aptitude" rather than the 
brutal forced selection of the old exam at 11- 


plus. | | 

Under his enthusiastic direction, 
Wandsworth is busy turning its secondary 
schools. into “magnet schools". Each will 
specialise in a particular subject: technology, 
for example, or foreign languages, or the 
performing arts. Mr Naismith argues that 
his scheme will provide his "customers" 
with real choices while enabling the special- 
ised schools to offer an unrivalled quality of 
teaching.’ Today, the educational. catch- 
words in Wandsworth. are choice and 
specialisation. If Mrs Thatcher wins a fourth 
term they could well ring out throughout 


the land. 
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The play goes on 


FTER a parliamentary session of in- 
trigue and low drama, the politicians 
attending the National Theatre's new pro- 
duction of that most political play, “Rich- 
" ard Ill, this week must have found it fa- 
|. miliar territory. The Kinnocks were there, 
. as was Mr Chris Patten, the environment 
| secretary, and Mr Douglas Hogg, the 
| trade minister. 

Did they grin in the dark as they lis- 
tened to the frantic rebukes of Shake- 
 speare's Old Queen Margaret, dreaming 
`- of her vanished power: "Hear me, you 
wrangling pirates... Which of you trem- 
bles not that looks on me? . .. To serve 
me well, you all should do me duty, Teach 

e to be your Queen, and you my sub- 
lcs" Did they smirk at the Marquess of 
^ Dorset's brutal response: "Dispute not 
with her; she is a lunatic”? 

Westminster's spring and summer in- 
trigues were, thankfully, of a lesser order 
than Shakespeare's. According to usually 
reliable sources, no aspiring junior minis- 
ters have so far been throttled in their 
beds. But Queen Margaret was in real 
danger earlier in the year. And the plot- 
ting among anti-Thatcher MPs (whom she 
would doubtless dismiss: “A scum of Brit- 
ains and base lackey peasants, Whom 
their o'ercloyéd country vomits forth") 
has been tortuous and desperate. 


She is not home yet. Nor dry: the state we - 
of the economy will keep political pressure ` 


on her for much of the rest of this year. 
"Supporters of Mr Michael Heseltine say 


Thatcher may face another challenge. 
m And the current wrangle over Britain's re- 
P lations with Europe is as serious for her as 
-. any Anglo-French entanglement was for 
assorted Yorks and Tudors. 
But Mrs Thatcher has learned from 


this year’s troubles. Though a minor af- 


fair, her end-of-term reshuffle of ministers 


was a valuable pointer to her current pri- 
orities and thinking. Its most interesting 
| move was the appointment of Mr Tristan 
|. Garel-Jones, formerly deputy chief whip, 
| to become a Foreign Office minister. He is 
that rarity, the politician who shuns pub- 
licity. He revels in shadowy power and his 
byzantine mind and many-layered discre- 
tion made him an ideal chief of Tory 
counter-intelligence. Hearing of his depar- 
ture, one elderly rebel danced along the 
Commons terrace; another recalled meet- 
ing Mr Garel LJones after having defied the 
«whips: “We exchanged glances, and 
where his eyes should have been, there 
were just two black holes, brimming with 


















































hatred and contempt.” 

.. Butthere is another side to his reputa- 
tion. Mr Garel-Jones is also seen by right- 
wingers as the organiser of the left from 


inside the whips’ office, a close friend of 


Mr Patten who has assiduously promoted 
“wets”,  "Euro-fanatic" and other 


- undesirables. Hard-line Thatcherites had 
mixed feelings about his move: on the one 


hand, it would help their promotion pros- 
pects; on the other, it confirmed the take- 
over of the Foreign Office ae the Tory left. 





wistfully that if Labour’s opinion-poll lead oe Garel-Jones, hush-hound 


is as wide by November as it is now, Mrs’ 


Certainty, the Foreign Office line-up 
now loc 





with Spain, reinforces that. But he is also 


an old friend of Mrs Thatcher’s foreign- 


affairs adviser, Mr Charles Powell, and a 


loyalist who puts party unity first. 


- Soft-shoe shuffle l 
-By putting him into the Foreign Office, 


Mrs Thatcher has not only reassured 


right-wingers worried about the whips’ of-. 


fice and signalled her acknowledgment 
that a more sweetly communautaire image 
is essential to her government. She has 
also helped set up a Garel-Jones/Powell 
hotline to stop misunderstandings be- 
tween the Foreign Office and Downing 
Street during the all-important negotia- 
tions on European union. One move, 
three bonuses: very clever. Reinforcing 
this, she also put Mr. Francis Maude, a 
promising right-winger, ifto the Treasury 








|  derness, he has been brought back t 
-ernment as number three whip. This is 


ment, too, has its darker side: if ther 


 acy theory, suggested it himself. A thre: 


to get a job, we won't caus Be 


| with o one minister extra.. 


P is Thatcher va "o one 


| Hogg!” i is not recorded. 
xoks hand-crafted to please Britain’s 
“EC partners. ‘Mr Garel Jones, who has 
close family and business connections - 


comment. Mrs Thatcher's new 


tc Eton, and three to Oxford as well: The 


the 15th/19th Hussars). 


tate-agents, this prime ministerial taste fo 


to de sell the hard ecu wheeze. This is 
post-Ridley reshuffle, 
After Mr Garel-Jones’s appointmen 
the next most interesting move was thi 
call of the bicycling baronet, Sir George 
Young. Dismissed four years ago, and 
formidable poll-tax rebel while in tk 








near as one will find to an open and gene 
‘ous admission by Mrs Thatcher that 
got it wrong—Sir George's sacki 
1986 was deeply unfair. But this ap 


to be a challenge to Mrs Thatcher th 
- winter, many would have looked 
George to play an influential part in it 
But he is an honourable man an 
cruited as a whip, can be relied 
stead to help prevent any uprising. T 
so clever, it makes one wonder whet 
Mr Garel-Jones, the Einstein of conspi 





ened challenge might also explain why fe 
newcomers were brought into the govern 
ment. As one disappointed hopeful ex- 
plained: "People like me are so des; 


ro no-hopers might.” 
Not all the reshuffle was so is 


ni 
ended “Richard Ir a seems ia ) 
been offered a Treasury job but t 
turned it down, op his depai 



































"Thou elvish-marked, eaves 
. One other appointment caused cr 


tary private secretary, Mr Peter Morrisor 
is an old chum in whose Scottish retreat 
she has stayed. But he is not popular wit 
the troops, which means he will not- 

well-informed. Nor is he likely to tell her 
home truths. Of the five ppss she has ap- 
pointed while prime minister, four went: 


fifth and best one, Mr lan Gow; was | 
most as much of a toff (W inchester and 


To the new Tory party of dia es 


classy bag-carriers seems an increasingl 
irritating eccentricity. Mr Morrisor 
should have demurred: "Your love de- 
serves my thanks, but my. desert i 
Unmeritable shuns your high request.’ 
Mrs Thatcher should read her Shak 
speare. In the end, mere courtiers d omon 
archs little good. ©- | 




























































Bankers' woes 


Shares in Reuters, a news 
agency turned screen-trading 
supremo, fell 1596 when Glen 
Renfrew, the company's man- 
aging director, announced 
that increasing numbers of 
cash-strappe banking clients 
are cancelling subscriptions to 
Reuters's products. 


Morgan Stanley, one of Wall 
Street’s surest-footed houses, 
reported that net income fell 
to $58m in the second quar- 
r, about half what the com- 
y earned in the same pe- 
riod last year. The decline 
came in Morgan's core busi- 
nesses, investment banking 
and trading. 


Market TERET is Bro 
apan's small regional. 
banks to merge. This year 30 
small savings banks have an- 
‘nounced merger plans, com- 
pared with nsn nine for the 


whole of 1989. 


Monopolists beware 


Sir Leon Brittan, the EC'S 
|com ioner: i or- 





$-moanihrold merger. The 
hock was not only that this 

vas retrospective, but also 

: at, although the merged 
ympany holds 7096 of the Be- 
elux coffee market, it is small 
1 bur pean terms. New EC 
üles raise the minimum size 

f merger which fall under 
the commission 's powers. 


ommunications network. 
The corporation hopes to be 
allowed to compete with Brit- 
ain's telephone duopolists, . 
British Telecom. and Mercury. 


ducer, is to sell its uncut dia- 


cartel for the next five years. 


British Rail. announced plans 

o invest £400m ($730m) in its | 

| quarter results unless advertis- 
— ing demand picks up. Across 


The Soviet Union, the world’ S : 
second biggest diamond pro 


monds through the De Beers ; 





Britain’s antitrust body, the 
Monopolies and Mergers 
Commission, gave the go- 
ahead to.a planned joint ven- 
ture between British Airways, 
Holland’s KLM and Belgium’s 
Sabena. The European Com- 
mission has yet to approve. 





Oil prices rose because of the 
| threat of war between Iraq 

| and its Arab neighbour Ku- 
wait. Iraq wants higher oil 
prices, Kuwait more output. 
OPEC leaders jaw-jawed in . 
Geneva. 


More cash please 


| The Soviet Union lacks the 
| hard currency to buy much 
| foreign grain this year, an- 
.| nounced Nikolai Ryzhkov, A 
| Soviet prime minister. In 1989 
| Russia imported 44m tons of 


the stuff; this time Russians 


-| may face bread shortages. 


Lower advertising spending is 
hitting media earnings. Four 
American newspaper publish- 


 ers— Times Mirror, Washing- 


ton Post, Tribune and Knight 
Ridder—Treported big drops in 


second-quarter profits. Capital | 
. Cities/ ABC, owner of Ameri- 


ca's second-largest television 
network, predicted poor third- 


the Atlantic Reed Interna- _ 
tional, a British magazine pub- 
lisher, also warned sharehold- 


|. ers to expect less. 


_ Americans bought 13% fewer 
| cars in early July than at the 
same time last year. Chrysler, . 


Ford and General Motors all 


suffered falls in sales; Honda, 
Toyota, Mazda and Mitsubishi 
bucked the trend. 


Bought and sold 


Ford Motor announced the 
sale of its aerospace division 
to a consortium led by Loral, 
an American defence electron- 
ics group, and Shearson Leh- 
man Hutton, an investment 
bank, for an estimated $1.5 
billion. 


Merck and Du Pont, Amen: 


| ca's biggest drugs and chemi- 





cals firms respectively, will 
form a joint venture to take 


| over Du Pont's $550m-a-year 


pharmaceuticals business. 


American Brands, a tobacco 
giant, agreed to buy Moen 
Group, a bathroom-tap manu- 
facturer, from Forstmann Lit- 
tle, a buy-out boutique, for 
$975m-—$135m more than _ 
Forstmann Little bought it for 
two years ago. 





Ranks Hovi McDougall, a 
British baker, sold Shredded 
Wheat and other breakfast 
cereals to America’s General 
Mills and Switzerland’s Nestlé 
for £93m ($170m). | 


-Stalled 


Negotiators meeting in 
Geneva for trade talks under 
GATT's Uruguay Round 
dodged the trickiest issue—ag- 


riculture. They will meet again | 


in a month. 


Eastern Air Lines is to face 


charges of conspiracy to falsify _ 








maintenance records. The al- 
leged offences occurred from 
July 1985 to October 1989. 
The airline has been losing 
$1m a day since a strike by the 
machinists' union began in 
March 1989, and is currently 
operating under Chapter 11 
bankruptcy protection. Take- 
over talks with Northwest Air- 
lines continue. 


Funny money 


RJR Nabisco and Time 
Warner, both debt-laden 
products of merger-mania, 
posted second-quarter losses 
of $108m and $189m respec- 
tively. Operating profits were 


. up, but heavy interest pay- 


ments produced big losses at 
both firms. | 


America's Securities and Ex- 
change Commission named 


. four West Germans as defen- 


dants in its latest insider- 
trading case. The SEC accuses 
the four of illegally trading 
Contel stock in advance of its 
announcement of a merger 
with GTE, another big Ameri- 
can telecommunications 


company. 





enbe of the parliament of 
the Soviet republic of the 
Ukraine asked the Bank of 
England to return a barrel of 


gold, supposedly deposited 


with the bank by a Colonel 
- Polubotok in 1720. Lawyers 


claimed it was worth £29 tril- 
lion, including interest (not 
that gold accrues interest). 
Bank of England officials say 
they can't find it. 














Complications set in for - 
Germany's industrial patient 


BONN 


Uniting the two German economies is 
Businesses to the west of the former : 
the eastern side, which appears sicke 


NE month into German Economic and 
Monetary Union and the pessimists 

are crowing: "We told you so." Unemploy- 
nt in East Germany is soaring, many of 

Wt goods in the shops are vastly dearer and 
the East German government, facing a big- 
ger budget hole than it had bargained for 
only a few weeks ago, is begging for more 
credit from its rich brother in Bonn. Worse, 
there is so far little sign of the hoped-for 


boom in private investment from abroad, vi- . 


tal to create desperately needed new jobs. 
Even West German firms, with some nota- 
ble exceptions, are hanging back despite his- 
torical and emotional ties with the East. 

< No wonder. There are plenty of easily- 
identifiable snags to investing in East Ger- 
many: clapped-out plant and machinery, 
vile telecommunications and transport con- 
nections, chronic pollution and a shaky en- 
ergy base. But since the brief euphoria of D- 
mark day on July Ist, when East Germans 
got a hard currency and—in principle at 
least—a market economy, other obstacles 
have become plain: 
@ A slow start has been made to privatising 
the 8,000 formerly state-owned firms (eu- 








“bemuse 


proving even tougher than expected. 
livide are cautious abo 


vide are cautic ut investing on 
than it originally seemed 


phemistically called “People’s Own Busi- 
nesses" by the communists) which form the 
bulk of East German industry. The trustee- 


ship (Treuhandanstalt) charged with the 


privatisation job has existed since March, 
but it only gained teeth and a determined 
West German-led management this month 
(see next article). It faces an uphill task, 


_ Striving to restructure and sell off firms reel- 









planning methods they were used to; 


_ @ Although East German productivity aver- 
ages only about 40% of the West German 


level, wage rises since GEMU have in some in- 


'dustries totalled 30% and more. Employers 


are in a fix because if they do not pay up 
Workers may move across the rapidly-disap- 
pearing border to seek higher earnings in 


the West (see box on next page). But if the 
‘trend becomes general, East Germany's. 


overmanned firms will become still less com- 
petitive, potential investors will lose interes 


and even more jobs will go. | 


As it is, unemployment jumped in the 
first fortnight of July by 6096 to 223,000. 
The government fears the total may rise in 


year after a takeover. That may backfir 


under competition from the West and 
d by the withdrawal of the central 


precedent in a country which badly needs 







































the coming months to 1.5m or nearly a 
of the labour force. To try to bolster jo 
curity, the East Germans have adopt 
West German law which makes it h: 


new owners to shake out staff i 


putting off even more prospective in 
€ There is uncertainty over property i 
ship. Before GEMU, the two Germ: 
broadly agreed that people wrongfully 
possessed of homes or businesses it 
Germany since the state was founde 
1949 should get their property. 
ceive compensation. That sounds 
the accord is wide open to interpretatio 
will keep lawyers (set to be the co 
most over-employed group) busy on : 
may turn out to be tens of thousands of 
puted cases. Investors will not be keen te 
plough in funds until they can be sure the 
will really own what they pay for. —^ ^. 
@ The bureaucratic mentality, set in con- 
crete by 40 years of communist rule, remains 
strong. In an annexe to the GEMU treaty 
East Germany pledged that adequate prop- 
erty would be made available for private 
business. But entrepreneurs keen to set up 
shop are often being told by local official- 
dom that they cannot have.a site becau 
there is “no need” for the goods or services 
they plan to offer. Even when a “ne d" is 
acknowledged, the subsequent red tape is 
endless. | CH 
Bubbles burst - "E. 
Making things worse, the atmosphere has 
soured between the East and West German 
governments since the GEMU treaty was 
signed in May amid smiles and champagne. 
The East Germans are accused of moving 
too late to break up their big retail tra 
monopolies, thus keeping prices ín- 
shops higher than they might have 
Maybe, but some West German firms h 
sought to pull a fast one.on East Gern 
consumers unused to handling D-marks 
raising the prices of goods bound for 
across the border. — 2k 
. Officials in Bonn also snarl becar 
East German government turned over. 
state insurance monopoly to the control 
Allianz, West Germany's biggest ins 
They reckon this creates quite the wr 








spread of competitive firms, especially t 
medium-sized sort which form the back 
of West Germany’s economy. — . . 
Angriest of all is the West German 
nance minister, Mr Theo Waigel. He i 
ready handing over DM24 billion ($14.8 
lion) to help finance East Ger 
government spending this year of DM 
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LIMBACH, EAST GERMANY 


N THE heart of East Germany's south- 

ern industrial region lies the small 
Saxon town of Limbach (pop. 22,000). 
Virtually a suburb of Chemnitz (Karl- 
Marx-Stadt as was), it is a museum of 
nineteenth-century industry. Run-down 
and outdated textile factories, which 
once exported high-quality products to 
all parts of the globe, still attempt to 
function helped by the imported labour 
of Vietnamese guest-workers. Limbach's 
hopes are pinned on western help to re- 
store its prosperity and civic pride. That 
help is a long time coming. 

Limbach's market square is now 
thriving again. But beneath the gloss of 
colourful western packaging lies a serious 
problem: an invasion of West German 
goods and the export of money. All the 
traders on the square are from West Ger- 
many—and the money they make goes 
home with them every evening. 

| It is not only money that is leaving 
town. Last week families gathered in the 
town's small hotel to say farewell to 35 
men who have been employed by a West 
German painting and decorating firm, 

















lion, but East Berlin now wants more be- 
cause it got its sums wrong. Annoying of 
course, but then the East German govern- 
ment has simply been swept off its feet by 
the legislative tasks it has faced since coming 
to power four months ago. lts mistakes 
could have been much worse. 

Does this mean all the talk of an "eco- 
nomic miracle" in the offing was hot air? 
Not necessarily: miracles take time. East 
Germany is far better off than any of its east- 
ern neighbours facing a similar transition 
from planning to market. East Germany has 
a hard, convertible currency, massive fi- 
nance from the Federal Republic (despite 
Mr Waigel's squawks), the certainty of early 
unity—probably this year—and the pros- 
pect of early access to European Community 
markets. 

As legal and technical problems are 
sorted out, many more West German firms 
will follow the pioneer investors in the East, 
like Volkswagen, Opel and Daimler-Benz in 
vehicles; Siemens and Bosch in electronics; 
and Springer and Gruner & Jahr in publish- 
ing. West German officials reckon that in a 
year or two economic growth in what is now 
East Germany could be averaging up to 1096 
a year—the rate achieved by the Federal Re- 
public in the boom years of the early 1950s. 
Yet in the light of GEMU's first. painful 
month of birth, expect a lot more cries of 
woe along the way. 
—————— — —— DU 
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Postcard from Saxony 





Heinrich Schmid. For the next six 
months they will live in West Germany, 
where they are to be trained to the exact- 
ing standards demanded by the firm. 
Within a few years, the firm aims to dom- 
inate the regional market in Saxony. 

The optimistic vision of the deco- 
rators holds out more hope than any 
plans of bringing the textile industry 
back into profit. With the broken-down 
infrastructure there is much need for the 
services of companies like Heinrich 
Schmid. However, someone still has to 
pay for their services. In Limbach, as ev- 
erywhere in East Germany, the question 
is “and where is the money supposed to 
come from!" So far, there has been little 
interest from the West in Limbach's tex- 
tile industry. 

The West German federal and state 
governments have already committed 
billions for the most pressing costs of 
reunification. There is little left over for 
local needs. That means that for the 
forseeable future Limbach will have to 
continue to live with pot-holed streets 
and run-down houses. 


East Germany's Treuhandanstalt 


Under new 
management 


BONN 


R DETLEV ROHWEDDER and Mr 
Reiner Gohlke like taking on the 
seemingly impossible. That makes them 
ideal to run the East German 
Treuhandanstalt, the world’s biggest—and 





probably shakiest—conglomerate. 

A decade ago Mr Rohwedder (who was 
born in what is now East Germany) dropped 
a relatively cushy civil-service job at the eco- 
nomics ministry in Bonn to become chief of 
the floundering Hoesch steel group in Dort- 
mund. Despite initial sneers from rivals, and 
howls from steelmen whose jobs he 
chopped, he dragged Hoesch back into 
profit. 

Mr Gohlke, a workaholic of few words, 
moved from a top management job at IBM to 
become head of the chronically loss-making 
Bundesbahn, the federal railways. He had 
plenty of clever ideas which improved 
things, although politicians got in his way. 

The pair now head, respectively, the 
Treuhandanstalt’s supervisory and execu- 
tive boards. That gives them dizzying power 
over 8,000 former state-owned firms, with 
more than 6m workers. Their job is to 
choose which companies can be ms 
more or less as they are, which need rest 
turing and which (some guess about 30%) 
should perish. 

Thanks to the never-never world of 
communist book-keeping, nobody knows 
what the firms are really worth, or how they 
are performing. Until this is clear few com- 
mercial banks are ready to provide loans for 
investment. So an army of accountants is 
needed quickly to draw up western-style bal- 
ance sheets. In the meantime the firms have 
to be kept going with cash credits, backed by 
the Treuhandanstalt. It is already clear that 
more financial backing will be needed. 

The bosses and their boards cannot sort 
this out on their own. So five sub-holdings 
are being set up to help. These will group 
firms into different categories: for instance 
those producing capital goods, consumer 
goods and so on. But there is a dearth of 
good managers to run them. Executives 
prone neither to sleep nor ulcers can apply 
to the Treuhandanstalt, Alexanderplaygi 
East Berlin. 
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Mirror, mirror on the wall 


A new method of calculating com 


usinessmen, regulators and 
performance 






THAT is the world's most successful 
company! Royal Dutch/Shell is one 


_ contender: it made more money than any 
other business last year. A Brazilian com- 


 pany, Vale do Rio Doce, is another: of the 


world's 500 largest companies listed by 
Fortune magazine it made the most profits 
as a proportion of sales and assets. 


Lyondell Petrochemical, an American oil 
company, might also claim the title. It 


earned most profits per employee, and 


_ achieved the highest return on equity. 


All these measures of profitability have 


Me their drawbacks. Although Shell made 
NW the most money, mainly because it is the 





world's third biggest company, its profits 
relative to sales were a mere sixth of Vale 
do Rio Doce's. Yet measuring 
profits relative to sales dis- 
criminates against businesses 
with high turnovers and low 
margins. Supermarkets and 
large retailers will do badly on 
this score, however success- 
fully they are managed. - 
Measuring profits relative 
to assets can be equally mis- 
leading. Banks, property com- 
panies and utilities are highly 
capital-intensive, and will 
never do well on this measure 
even if they are very profitable 
relative to the cost of running 
them. Service and drug companies, which 
have few assets, usually score better on 
such a definition of profitability. Using 
profits per employee as an indicator of 


I success is no more reliable. Resource in- 


dustries, such as oil and mining, are much 


' less labour-intensive than services and will 
look successful on this count. 


There are deeper reasons why such 


_ Measures are inadequate: they do not re- 


fleet—even in the long run—the eco- 
nomic value of a company. Some define 


“this as the difference in value between the 
firm as a going concern and the firm bro- 
ken up. That captures the economic 
|. “rents” a company is making, and the loss 


to the economy if it stops trading. A 


. change in rents will determine changes in 
the company's share price. To the extent 


that businessmen should maximise their 


` appropriate measure of success is the rents 









THE 


= * "Assessing Corporate Performance", by 


Evan Davis and John Kay. Business Strategy 
Review Summer 1990. 
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pany profits could change the way 


economists think about corporate 








which a firm "m 
Mr John Kay and Mr Evan Davis, both 
of the London Business School, illustrate 


in a forthcoming paper* how economic. 


rents can be calculated by examining six 
British supermarkets (see table). Of the 
six, J. Sainsbury is the biggest company, 
and in 1988-89 had operating assets (ie, 
excluding financial assets) with a book 
value of £2,624m ($4.6 billion). It made 
operating profits of £369m. 

Annual rents are equal to these operat- 
ing profits less the revenues the compa- 





ny's assets could have earned if employed 


elsewhere. Suppose, for example, 
Sainsbury’s operating assets could have 
been sold for the book value of £2,624m. 
By not selling them Sainsbury’s forfeited 
interest this sum could have earned. The 
average long-term government-bond yield 
at this time was 10.8%. Revenues forgone 
by hanging on to its assets were thus at 
least £283m a year (10.8% times 
£2,624m). Rent for the year was the differ- 
ence between operating profit and oppor- 
tunity cost of the assets, or £86m (£369m 
less £283m). The rents of the other five 
stores were worked out in the same way. 
Sainsbury's was the most successful in 
absolute terms, but not in proportion to 
spending on labour-and capital. On this 
basis Kwiksave, the smallest of the six, is 
the most profitable; an investment of £1 
yielded £1.25. In the case of Asda, an in- 


vestment of £l in capital and labour 


yielded just 98p, suggesting this store 
would have been worth more broken up 
than trading. B Td 
This measure of profit can be used as à 
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mance and distort regulation. | 











tool of corporate strategy. If a business 
wants to sell or shrink divisions it shoul 
select the one that makes the lowest con 
tribution to company rents. To compar 
the effectiveness of spending on capital o 
labour, a business should look at rent 
added per unit of investment. If pay is t 
be linked to performance it should be 
linked to rents, not to accounting profits, 
Or returns on assets or sales. no 

Government regulation can also b 
guided by this measure of corporate 
formance. In America utility compa 
are usually allowed to make no more thar 
"' return on capital. But utilities tha 




















































































a "fair ài 
want to raise the ceiling on allowable prof 
its are sometimes tempted to use more 
capital than is desirable. Similarly in Br 
ain the government used to set prices for 
monopolistic suppliers (eg, for defence 
contractors) so that the companies made 
only a "fair" return on capital. But this 
meant that companies with lower than av- 
erage ratios of capital to labour costs made 
less than average profits. In Britain the 
rules of procurement have 
since changed. Companies are 
now allowed to make an aver- 
age 10% return on capital and © 
a 4% return on total costs. But || 
‘in all cases it would be better if 
regulators set firms a maxi- || 
mum allowable rent instead. | 
. This would remove distortions. | 
that favour excessive capital. | 
expenditure. | Us 
Moreover, in most coun- 
tries corporate taxes are paid — 
net of operating costs—a firm ` 
that makes no operating profit ` 
pays no tax. But a firm cannot 
automatically deduct the implied oppor- 
tunity cost of its operating assets against. 
tax liabilities. This means that a company 
may be taxed on some operating profits 
which merely represent opportunity cost. 
As such the tax system discriminates 
against capital spending and in favour of 
spending on employment. | 
Many tax regimes try to compensate 
for this, for instance by giving deprecia- 
tion allowances on plant and equipment 
or by allowing tax deductions on interest 
payments. But such exceptions are messy, ^ 
and can lead to still more distortions. Ide- 
ally, firms simply should be taxed on their 
rents—profits after allowing for the 
opportunity costs of assets. (oS 
The belief that profit depends on capi- < 
tal employed runs deep in businessmen's . 
and economists’ minds. It was the abiding - 
theme of Karl Marx's Das Kapital. But - 
there is no more reason that profit should 
be expressed relative to capital, than rela- 
tive to any other input. And the belief 
that it does may impair corporate perfor- 
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BUSINESS . 
GATT and the Uruguay Round 


Round and round 


GENEVA 


ERE is the optimistic view: the chances 
are that the hundred or so ministers 
gathering in Brussels in December to com- 
plete four years’ haggling over the Uruguay 
Round of talks under the General Agree- 
ment on Tariffs and Trade (GATT) will be a 
happy lot. Assuming that no last-minute 
gremlin rears its head, fudging and self-in- 
terest will prevail—regardless of the beetle- 
browed fatalism which threatened the meet- 
ings in Geneva this week. The current mix 
of aggro and brinkmanship can all be put 
down to the peculiar nature of the Uruguay 
round: it is poles apart from the Kennedy 
and Tokyo rounds of the GATT. 
Hope that this view is right. It certainly 
did not feel that way during the meetings on 
July 23rd-26th of the Trade Negotiations 
Committee, which groups the member 


7. countries top trade officials and oversees 


the whole round. Agricultural trade, the big- 
gest blockage by far, was finessed off the 
agenda the evening before the formal talks 
by a false compromise. The main protago- 
nists—America and the European Commu- 
nity—agreed merely to a procedure to pre- 
cede real negotiations, based on proposals 
by Mr Aart de Zeeuw, the Dutch chairman 
of the agriculture group. By October Ist at 
the latest they agreed to compile lists of their 
farm supports (with costs) to provide a fac- 
tual basis for argument. No concessions 
have been made about what will be done 
with those facts. 

A similar method was used to avoid a 
battle over anti-dumping rules, which seek 
to prevent firms from exporting at below 
cost to buy market share. The main targets 
for anti-dumping actions—Japan and other 
Asian countries—reckon the rules are being 
bent to block legitimate exports and to at- 
tack overseas investments. Conflict was 
avoided by allowing proposals by GATT's 
deputy director-general, Mr Charles Car- 
lisle, to be tabled with the TNC, but with an 
attached note reporting that most protago- 
nists rejected them and that Mr Carlisle is 
working on new proposals. Such are the 
ways of trade diplomacy. 

These and other delaying tactics have 
brought an eerie calm to Geneva. Talks can 
go on, the round has not been broken apart. 
But is it getting anywhere! The answer is no. 
In his closing statement to the TNC on July 
26th Mr Arthur Dunkel, GATT's Swiss secre- 
tary-general, said the talks were behind 
schedule. All that has been achieved so far is 
a compendium of positions rather than any 
draft agreements. One reason, he said, is 
that countries have failed to provide new in- 
structions to their negotiators, leaving them 
stuck in their old trenches. Another is that 


the linkages within and between subjects is 
making bargaining hard. Negotiators, said 
Mr Dunkel, are playing hide-and-seek. 

Is the deadlock terminal? Optimists say 
not. They argue that the Uruguay Round is 
different from previous bargaining sessions, 
making brinkmanship unsurprising. Unlike 
in the Kennedy and Tokyo rounds in the 
1960s and 1970s this time all the protago- 
nists—rich and poor alike—have issues on 
which they expect to gain from freer trade. 
So in the end the linkages will provide a mo- 
tive to deal. The rich countries are eager to 
liberalise trade in new areas, such as intellec- 
tual property, investment and services. 
America, Canada, Australia and New Zea- 
land also seek a deal in agriculture. On the 
other hand, Europe—the agricultural lag- 
gard—is keen that financial services are in- 
cluded, an area that America regards with 
suspicion. Meanwhile, developing countries 
are eager both to reform farm trade and to 
bring the $200 billion-a-year textiles trade 
into the GATT after three decades outside. 


Of rice and men 


NCE again, agriculture is holding up 

the GATT. The headlines are being 
grabbed by rows between Europe and Amer- 
ica, but there is a side issue: American ef- 
forts to crack open Japan's rice market. 

The Japanese have not budged so far. 
The reason is domestic political pressure. 
The survival of Japan's ruling Liberal Demo- 
cratic Party (LDP) depends on how well it is 
liked in rural constituencies. A vote in the 
countryside, where the LDP has its tradi- 
tional stronghold, is worth three in the ur- 
ban areas, where the left-wing parties are 
more popular. 

Many of the LDP’s hard-core, rural vot- 
ers are part-time rice growers. Most of the 
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Strategic asset 


In the days of Kennedy and Tokyo ex- 
ternal events—the Vietnam war and OPEC's 
oil-price shock respectively—made the 
rounds less ambitious but also less fractious. 
And America and Europe can no longer set 
the agenda, strike bilateral deals and present 
the other participants with a dotted line. Al- 
though it has been distracted by bilateral 
disputes with America, Japan's presence and 
economic power has helped to break down 
the old Atlanticist way of doing things. 
Developing countries are a louder voice and 
there have been large contributions to the 
talks by countries such as Brazil, India, 
South Korea, Singapore and others. 

Although the round is extremely convo- 
luted, if it is to succeed the trade officials will 
need a mixture of encouragement and coer- 
cion. A tangle of details—and almost all of 
agricultural trade—remain to be sorted out. 
This week's talks hint that countries know 
what is expected of them. Nevertheless 
pect sleepless nights and scares-a-plenty 
the way to that wintry Brussels morning. 


roughly 4m agricultural households are 
organised into powerful agricultural co-op- 
eratives known as nokyo. To make matters 
worse, the nokyo have a firm grip on the 
election machine of the average LDP parlia- 
ment member. The choice he faces is simple: 
let rice into the country and lose votes, or 
keep the voters happy and jeopardize the 
Uruguay Round. 

The climate in Tokyo has been chang- 
ing—a little. Opinion polls show that many 
consumers would like the price of rice to fall. 
Imports would bring it down from its 
astronomic wholesale price of ¥370 ($2.50) 
per kilogramme—more than six times t 
world market price. A few LDP heavyweigh 
such as Mr Toshio Yamaguchi and Mr 
Kiichi Miyazawa admitted earlier this 
month that rice will eventually have to be 
brought to the negotiating table. But such 
statements should be taken as what they are: 
personal and unofficial. Official party policy 
still opposes rice imports. 

As often in trade matters, many Japa- 
nese are puzzled about why America both- 
ers. American imports would never get more 
than 10%, they say, of a market too small to 
cut Japan’s $49 billion trade surplus with the 
United States. Perhaps, but the market is 
not that small: the current 13m tonnes of 
output at Japanese prices is worth $32.5 bil- 
lion. At world prices that would be around 
$6 billion if demand stayed the same (it 
wouldn’t). But there are also wider princi- 
ples at stake. And lower food prices would 
release Japanese spending money for many 
other products—foreign or Japanese. 
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Satellite services 


Life in a distant 
galaxy 


HER of Britain's six Specialised Sat- 
ellite Service Operators, or sssos? It 
would be amazing if you had. Their licences 
were granted in 1988 in the hope of spark- 
ing the sort of specialised television services 
available in America, where companies 
ranging from Digital Equipment to Domi- 
no's Pizza br training videos, pep 
talks and sales data to employees around the 
country, using rented satellite space. Since 
then only one of Britain's licence-holders 
has done anything much with its new status. 
That is sis, which broadcasts horse and grey- 
hound racing live to 11,000 betting shops. 
e others are waiting for more liberal 
ms regulations to let them realise big- 

ger ambitions. 

British Satellite Broadcasting (BsB) is 
hoping that a flurry of activity in corporate 
television (four clients are signed up so far) 
will help defray the costs of its conventional 
satellite television services (pop, sport, mov- 
ies and so on), which compete with those 
broadcast by Mr Rupert Murdoch's Sky 
Television. Sky's programming and promo- 
tion cost less than BsB’s and it also has a 
year's head-start in signing up subscribers. 
Kleinwort Benson Securities, a stockbrok- 
ing firm, reckons BSB will lose £370m 
($675m), which BsB prefers to call invest- 
ment costs, this year. 

One day, a Specialised Satellite licence 
could be more lucrative than providing ordi- 
nary broadcast satellite television, though 
that may not happen fast enough to help 
BSB. This explains the inactivity of the four 
other sssOs. They are British Aerospace, a 

o-aircraft company which also makes 
tellites; Uplink, owned by a consortium of 
television and telecoms companies; Elec- 
tronic Data Systems, a computer and com- 
munications subsidiary of America's Gen- 
eral Motors; and Maxwell Satellite Services, 
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part of Mr Robert Maxwell's media group. 
British Aerospace is typical: although it has 
signed up a few corporate television custom- 
ers, its long-term ambition is to break into a 
wider telecommunications market. 

At present the SSSOs are prevented from 
doing that by licence conditions that allow 
information to be carried in one direction 
only. That means their customers can re- 
ceive information, but not transmit it or re- 
spond to it. The sssos are lobbying the gov- 
ernment to lift this restriction in its 
November review of telecommunications 
policy. Should they succeed, a neat-but-nar- 
row niche market in corporate TV and data 
broadcasting will turn into something far 
sexier—two-way data, video and voice 
communication. 

The pushiest sssos will be those that al- 
ready own bits of other communications 
networks, or have permission to build them. 
The trick will be welding them together. For 
example British Aerospace, as well as being 
an SSSO (it has applied for similar status in 
West Germany), also leads one of three con- 
sortia holding licences to build and operate 
what will be Britain's next generation of mo- 
bile telephone systems, known as "Personal 
Communications Networks". The company 
would like to use its own satellite, rather 
than the lines belonging to Britain's two au- 
thorised telecoms companies, British 
Telecom and Mercury, to provide long-dis- 
tance connections on its system. Other parts 
of the network will consist of terrestrial ra- 
dio links, much like existing cellular radio. 

United Artists, an American entertain- 
ment group with a 25% stake in Uplink, is 
also Britain’s third biggest cable television 
franchise-holder. Once it is allowed to con- 
nect its optical-fibre cable network together 
with long-distance satellite links, United will 
have a fully integrated independent net- 
work, capable of carrying voice, data and 
video door-to-door. 

Exciting stuff, but it may be a long time 
before such schemes become reality. The 
provision of satellite communications is a 
rigid monopoly in all European countries 
(except in Britain, which has a duopoly). A 
company wishing to set up its 
own satellite network can only 
do so through the national (usu- 
ally state-owned) telephone pro- 
vider, if at all. Hence the exis- 
tence of a mere 500 two-way 
satellite terminals in Europe, 
compared with 21,000 (and 
growing) in America, which has 
an “open sky” policy. Encourag- 
ingly, the European Commis- 
sion is discussing liberalisation 
of satellite services. Britain's 
SSSOs may find broadcasting 
training videos hardly worth the 
effort, but bigger, better things 
should be on the way. 





Genetic engineering 


Bugs that divide 


S A genetically-engineered tomato the — 

same as an ordinary one? American regu- 
lators seem to think they are the same, but 
European regulators say they are not. With 
differing views, a nasty imbalance is brewing 
in the trade of biotechnology products. 

The potential risk of genetically-engi- — 
neered concoctions was recognised in the — 
mid-1970s, when scientists first learnt how 
to engineer genes into living things. In 1975 
the Recombinant (another term for geneti- 
cally-engineered) Advisory Committee was 





At the genetic cocktail bar 


set up under the auspices of America's Na- 
tional Institutes of Health to oversee volun- 
tary guidelines. European authorities fol- 
lowed a similar route. Since then, however, 
regulators have split over whether biotech- 
nology products should be governed by 
regulations stricter than or different from 
those for conventional drugs or farm 
chemicals. 

American regulators have decided that, 
with a few exceptions such as genetically-en- 
gineered pharmaceuticals used to rectify hu- 
man genetic diseases, there is nothing espe- 
cially dangerous about biotechnology 
products. No new tests are required to prove 
their safety. As a result Calgene, a Califor- 
nian biotechnology firm which has been 
working with the Campbell Soup company, 
plans to apply for approval of the first ge- 
netically-engineered food: tomatoes treated 
with genes that prevent the production of a 
natural protein that causes squashiness. 

Genes are different across the Atlantic, 
however: the European Community and 
several European national authorities take 
the opposite view. They argue that genetic 
engineering (ie, the technique itself) poses 
new risks and so the products it produces 
should be regulated by new laws. There are 
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EN big companies diversify they 
"V usually look for at least some syn- 
ergy with their core business. That is 
what makes the latest diversification by 
apan Airlines (JAL) all the more curious: 
t has started selling school uniforms. 
The airline has teamed up with designers 
n London, Paris, Milan, Madrid and 
-New York to produce a range of uni- 
"forms under the brand “jar Fils et Fille". 
: It is offering a complete uniform-supply 
< package to Japanese junior and high 
schools. Can the airline business really 
be that bad! tt 
- Mot at all: JAL cannot expand fast 
enough tc to meet et booming d M RD for air 


On pm dar 


4 separate regulatory initiatives under con- 
ideration by the EC involving biotechnol- 
ogy. In. May the first two important 

irectives came into force and EC members 


o hational bow. | These regulate the release 


ra n oran open eld. Ths ape draft 
"S concern. novel. genetically-engineered 

food labelling and the marketing of 
: pori animals which have had the 
nes of other species implanted into them. 
According to the industry-sponsored 
ior Advisory: Oroup on Sire ori 


ion is. ape dy dues with pa conr 
al development of Euro ean. biotech- 
y,in three ways | ^ — 
urope's: micals and dig: bus are 
g biotechnology's biggest spenders, ac- 
unting for 8296 of the worid's total invest- 





ssets. But only 296 of that investment is be- 
g made in Europe; 64% in America. . . 


given 18 months to implement them | 


ient in industrial plant and other biotech - 


travel in the Asia-Pacific region. Small 
diversifications like Fils et Fille serve an- 
other purpose. A new subsidiary can pro- 
vide "hands-on" entrepreneurial train- 
ing for young managers, while older staff < 
can be redeployed to it to make room in 
JAL proper for younger stars. 

Mr Mitsunari Kawano, JAL’s execu- 
tive vice-president, says that his firm’s 


micro-ventures should be viewed as 


“support systems” for the main activity 
of running an airline. Sometimes there is 
a (tenuous) link with the core business. 
For instance, JAL is also setting up a chain 
of western-style family restaurants in a 
joint venture with Tokyo Gas. In this 
project the airline’s experience of pro- 
ducing 17,000 in-flight meals a day at To- 
kyo’s Narita Airport may come in handy. 
But the only real justification needed to 
set up a new venture is that it should 
make a profit. 

School uniforms could well do that. 
Japan has 11,264 public and private ju- 
nior high schools and 5,222 senior high 
schools. But a falling birthrate means 
that the number of schoolchildren is de- 
clining. To survive, schools are sprucing 
up their images. Stylish new uniforms, 
aimed at fashion-conscious Japanese chil 


dren, will be a big asset. JAL’s target is to 


win design-and-supply contracts from 50 
schools over the next four years. That 
could be worth ¥1.3 billion ($8.7m) in 
sales. Besides, today’ s teenie trendsetters | 
may i tomorrow's $ jessertcrs: | | 





e Of the vodduida patents obtained in bio- 
technology, Europeans account for only 
1996 of the total, compared with 4196 for 
America and 36% for Japan. | 

e By the end of 1989 the United States re- 
ported a total of 140 deliberate releases into 
the environment of genetically-engineered 
plants and microbes. Europe reported half 


‘that figure. 


a E human insulin 
provides a pointer to the likely effects that 
legislation will have on the industry. In 1982 


Eli Lilly, an American drugs company, o 


tained from the FDA approval for its insulin 
product, which was later exported world- 
wide. But last year West German authorities 
closed down a Hoechst plant making its own 
version of recombinant human insulin until 


the country passed its own genetic-engineer-. 


ing law. The authorities, however, contin- 
ued to accept imports of the drug. This, the 
SAGB argues, means that Europe could end 
up being a market for biotechnology prod- 
ucts, but not a producer. 
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C a computer-software company com- 
pare itself to a 1930s Hollywood film 
studio? Well, Mr “Trip” Hawkins used just 
such a model to build [| Electiacic Arts into 
one of the world's leading computer-games 
companies: EA accounts for around a quar- 
ter of the $300m-worth of computer games 
sold each year in America. Now Mr Haw- 
kins is turning his attention to the more dy- 
namic video-games market. These are games 
that can be played on television sets. But it 
looks like a hard movie to make. 

Japan's Nintendo dominates the $3 bil- 
lion-a-year video-games market. Its systems 
are owned by 24m American homes and its 
software producers have to follow s 
guidelines and not produce similar 
for competitors. Although Nintendo-com- 
patible products account for around 80% of 
the software market, many American manu- 
facturers have preferred to stick to com- 
puter games. 

Mr Hawkins, who uel to be the mar- 
keting director for Apple Computer and 
looks rather like a soap-opera star, founded 
EA in 1982. The company treats every new 
game as a mogul might handle a film, ap- 
pointing a producer to each project. Many 
of EA's original games were commissioned 
from outside computer “nerds” (or software 
artists). Now over’ half its output is dreamt 
up in-house. Some of EA's games fall into the 
zap- 'em-to-death category, but many are 
"how to" games usually involving famous 
names—for example General Chuck 
Yeager's "Advanced Flight Trainer". The 
average age of buyers is 27— relatively senile 
for the games market. 

Like the big studios in Hollywood, 
Hawkins offsets the risks of failure by pr 
ducing enough games to give EA a decent 
chance of picking hits. He has also built up a 
separate business distributing games for 
other software producers. Around a third of 
EA's revenue comes from distributing games 
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for "affiliate producers", which include Mr 
George Lucas's Lucas Film. 

However, EA underestimated the lure of 
video games. American teenagers, the big- 
gest market, associate home computers with 
boring things like their father's job; parents 
are also nervous about handing over $1,000 
pieces of hardware to their children. Video- 
game systems, like Nintendo's, cost a tenth 
of that price and the games are played on 
television—the natural centre of entertain- 
ment in the American home. 

Mr Hawkins has belatedly changed tack 
and begun to make games for Nintendo's 8- 
bit machines: the first is “Skate or Die 2”. 
But the real challenge for software manufac- 
turers is to guess what will be the next hard- 
ware medium. One possibility is the 16-bit 
video-game system, which produces notably 
better graphics. Japanese rivals of Nintendo 
are hawking 16-bit machines in America 

is year. EA is producing games for Sega, in- 

ding “Populous”, where the player mod- 
estly pretends to be God. Nintendo's 16-bit 
machine will probably appear in America 
sometime in 1991. 

In the longer term the home-entertain- 
ment industry will probably focus on video 
compact disc, whose capacity promises to be 
many times greater than that of the 16-bit 
system. Some Wall Street analysts reckon 
that interactive CD players will be as com- 
mon in American homes in 2000 as video- 
cassette machines are today. The problem, 
as ever, will be finding a hardware standard. 
Until that comes all A's Hollywood skills as 
a software maker will be restrained by hav- 
ing to agree to the hardware manufacturers' 
conditions. 

Mr Hawkins remains ecstatic about the 
possibilities. At present the stereotypical 
Nintendo freak is a teenage boy, but Mr 
Hawkins reckons that better graphics and 
more sophisticated games—especially of the 
m to" sort—will coax out an older audi- 

e. He also points out that Americans 
spend $9 billion on video cassettes of 
films—almost double what they spend in 
cinemas. In contrast, Americans spend $4 
billion in dingy amusement arcades: Mr 
Hawkins reckons that the home entertain- 
ment market should be worth at least twice 
that. Optimistic perhaps, but whoever 
heard of a Hollywood mogul that wasn't? 





Cotton 
Picked again 


NEW YORK 


OOSTED by the green revolt against 
synthetic products of all sorts, cotton 
has staged an extraordinary comeback. At 
86m bales in the marketing year to July 31st 
1990, worldwide consumption is running at 


record levels. Demand has exceeded pro- 
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duction for four consecutive years and re- 
duced world cotton stocks below 25m bales, 
leaving the lowest stocks-to-use ratio since 
the second world war. 

Although the new enthusiasm for an 
old thread is worldwide, the United States 
has done more than any other country to 
put King Cotton back on the throne. The 
restoration has confounded the big Ameri- 
can chemical companies, which used to brag 
that their polyesters would bury cotton just 
as their nylons tore into silk. 

The obituaries looked pre- 
scient when cotton’s share of 
the American retail market for 
clothes.and cloth went into a 
tailspin, falling from 50% in 
1970 to 34% in 1975. Polyester 
double-knits and  drip-dry 
shirts were all the rage. But to- 
day it is the chemical compa- 
nies which are suing for peace. 






In a spectacular turnaround, FEJA Tots retai marter 30} America's farmers participate 
cotton's share of the American lbs bn 2| and their contributions pro- 


market has climbed to 5096 
again, and is still rising (see 
chart). 

One victory has pleased the cotton in- 
dustry above all others: the announcement 
in June by Du Pont that it would cease pro- 
ducing its Orlon acrylic fibre, in part be- 
cause of the increasing preference of con- 
sumers for cotton sweaters. For cotton 
farmers and spinners, Du Pont is not just 
America's biggest chemical company, with 
annual sales of $33 billion, but as the inven- 
tor and maker of a host of synthetic fibres, it 
is cotton's oldest enemy. 

The chemical giant's retreat in acrylics is 
the most convincing evidence yet of the 
strength of cotton's recovery. It followed Du 
Pont's face-losing decision in 1989 to engage 
in joint research with the cotton industry to 
blend small amounts of its Lycra into cot- 
ton-rich knits. Lycra is a synthetic fibre that 
often puts the stretch into 
sportswear. 

The industry has scored 
other successes. Levi Strauss's 
Dockers (trousers), "the hot- 
test product for men in the last 
15 years", are now coming to 
market under the Seal of Cot- 
ton, the industry's trademark. 
Milliken & Company, a lead- 
ing mill, has added cotton to its 
product list for the first time. 
Kids-R-Us has opened “Cot- 
ton Shops" in all of its stores. 

Top fashion designers 
have spiced cotton's popular- 
ity. Asked on a national televi- 
sion programme about polyes- 
ter, Mr Calvin Klein said: 
"Uughh! I detest it. It is hot, it 
is sticky." Mr Ralph Lauren, 
another leading fashion de- 
signer, has been almost as out- 
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BUSINESS | 
spoken. "I have always believed", he says, 
"in the quality of pure fibres, of pure . 
fabrics." | 
The consumer revolt against anything 
synthetic explains a lot of cotton's success, 7 
but not all of it. American cotton i 
deserve some of the credit. When the out- 
look for cotton was at its bleakest, a few far- 
sighted cotton growers banded together to 
commission a study from Booz Allen & 
Hamilton, a consultancy firm, on how they — 
could best launch a counter- 
attack. e 
The upshot of Booz Ak ` 
len's recommendations wasthe 
formation in 1970 of Cotton . 
Incorporated, an organisation 
financed by a voluntary levy. 
Cotton growers chip in $1 for — 
every bale they produce plus — 
0.6% of the average selling — 
price of a bale. About 7096 of 
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vide Cotton Incorporated with 
a budget of $18m-27m a year to 
promote cotton. 

Much of the money is spent on research 
into easy-care cotton-rich fabrics—and on 
propaganda. Cotton Incorporated loves to 
publicise how shirts made from synthetic fi- 
bres quickly develop dirt marks ("ring 
around the collar"). It has also circulated a 
survey that shows consumers are unhappy 
about synthetic fibres that suffer from 
“pilling, snagging, static electricity, yellow- 
ing and inability of a fabric to breathe”. 

As.a natural fibre cotton has disad- 
vantages too. Growing it is at the mercy of 
the weather and is plagued by some of the 
worst pests in agriculture, led by the boll 
weevil. But this is more than offset by the 
current enthusiasm for the pure and natu- 
ral. It is a trend cotton will continue exploit- 
ing for all it is worth. 
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sed on the Social Charter 
DY SEEKING to put its stamp on the la- 


LJ bour market, the European Commu- 

y is baiting employers who dislike the 

ngs it likes and question the EC's right to 

dle in such matters. On July 25th the 

ommission agreed a draft directive on 

iotking hours. The proposed measures 

ld entitle every worker to at least 11 

ours of rest in 24 hours, and an average of 
e rest day a week. Night work would be 
mited to eight hours a day, averaged over 
two weeks. This directive's potential impact 
s huge: the commission says that night work 
ects 1496 of the EC workforce. 

When the British employment minister, 

Mr Michael Howard, saw an early version of 
_ this proposal he claimed it would outlaw sea- 
onal work such as that on farms and in 
ürism. He said the recent productivity 
eal between Rover, a British carmaker, and 
trade unions, which allows shifts of up to 
12 hours in an average working week of 31.5 
hours, would be illegal. Workers in the 
mergency services might also be prevented 
from answering calls. — 

"The directive's final text, however, 
topes to meet these objections by allowing 
'mployers a series of exemptions. The rules 
- can be dropped if there is the risk of an acci- 
dent; if seasonal or unusual work is in- 
volved; or if employees and workers reach 
ieir own collective agreement on working 
ours, But the exemptions can apply only if 
orkers are compensated with extra rest-pe- 
riods within six months. 








‘he European Commission is irrepressibly shaping a series of labour laws 


Despite the changes many employers re- 
main hostile. Mr Herwig Kressler, head of 
industrial relations at Unilever, does not 
think that the eight-hour rule would force 
his company to rearrange shifts (seven 
hours, as the commission had at first pro- 
posed, would be a problem). But he wishes 
the EC would limit itself merely to setting 
general principles. Mr Kressler doubts that 
the commission can define the terms of its 
rules with enough subtlety to take into ac- 
count the diversity of working practices in 
Europe. 

UNICE, the European employers’ federa- 
tion, opposes the eight-hour rule because its 
research shows that, given a choice, workers 
prefer to work longer night shifts (of say 12 
hours) over shorter periods. A report by the 
commission cites 20 pieces of research 
which show a link between long hours of 
night work and ill health. But UNiCE’s Mr 
Zvgmunt Tyszkiewicz says the report is selec- 
tive and that other research shows well-su- 
pervised night work is not hazardous. Many 
companies, including The Economist, could 
not operate without it. 

The British government, like UNICE, ar- 
gues that working time should be à matter 
for negotiation between employers and em- 
ployees, or their trade unions, rather than 
EC law. The commission replies that it does 
not want to take away from member-states 
the responsibility for laying down detailed 
rules on working hours. It says the EC's role 
in employment law should be to set basic 


be preverited. 





um standards so that real abuses can 

The cotnmission's cannonball on work- 
ing time has hit Europe's businesses while 
they are still reeling from the impact of last 
month's draft directive on part-time and 
temporary workers. It would give these 
wotkers the same rights, such as training 
and holidays, as normal staff. Those work- 
ing more than eight hours a week would also 
gain the right to welfare benefits. Because 
they and their employers would have to pay 
national-insurance contributions, many 
firms claim this directive would hurt 
employment. 

The commission’s next shot will be a di- 
rective in September on rights for pregnant 
women. This will set down a minimum 
length of paid maternity leave (probably 14 
weeks) and give women the right to return 
to their job. Britain would have to change 
many of its laws, since it gives the right aff 
maternity leave and reinstatement only 
women who have held a job for two years. 
But Britain has no chance of blocking this 
directive. For like the working-time direc- 
tive it concerns health and safety, which 
means that the Council of Ministers can 
pass it on a majority vote, 

. More controversial will be a measure 
due in November on the right of workers to 
consultation and information. This will 
probably require any EC company with sub- 
sidiaries in more than one country to set up 
a consultative council at group level. Man- 
agement would have to discuss important 
strategic decisions such as closures or 
changes of business. While accepting that 
governments should be responsible for rules 
on consultation at national level, the com- 
mission argues that only the EC is competent 
to set rules for transnational groups. 

That logic will not appeal to many of Eu- 
rope's bosses. John Lewis, a British retailer, 
fears it might have to change its well-estq 
lished workers’ councils. Unilever's 
Kressler, who chairs an industrial relations 
working party for the European Round Ta- 
ble, an industrialists’ club, worries that if 
companies have to introduce a new EC layer 
of consultation on top of their existing pro- 
cedures the result would be extra cost and 
confusion. 

The commission’s ambitions in labour 
relations and workers’ rights extend beyond 
the 46 measures which it plans to base on 
the Social Charter. The next step is the in- 
ter-governmental conference which meets 
in December to rewrite the EC constitution. 
Ms Vasso Papandreou, the social affair: 
commissioner, wants the conference to ex 
tend the EC's legislative powers in training 
and in health, and to introduce majority 
voting on all social laws. Since only Britair 
firmly opposes these changes the chance: 
are that the new treaty will give Europe': 

businessmen plenty more to worry about. 














le abroad — 


poss adversity in Japan i is chang- 
ing the way that Japanese banks do their 
business overseas. No longer can they grab 
market share on five continents by lending 
money at cut-throat prices. Instead, Japa- 





on those few, banks are demanding high 
is. If that sounds like good news for 
foreign competitors which in the 








ts. y the Japanese, it is not. : Bank 
hap trouble beating Japan's nev 





lined operations, just as they failed to v van- 


quish the behemoths of old. E 
Japanese banks are being forced’ to. be 
come leaner and smarter. Like American 





lenders, Japanese banks are trying hard to. 


meet the new capital requirements set down 
under the Bank for International Settle- 
ments (BIS) and due to be in force by 1993. 
The Tokyo stockmarket's 2796 collapse in 
the first part of this year made that harder in 
two. ways. The fall depleted their store of 
"hidden" assets—mainly equity stakes in 
other companies. Banks can count 4596 of 
unrealised gains on these stakes as 
part of their capital. 

The  stockmarket fall also . a) 
knocked the new-issues markets for { 
equity and equity-linked se- 
ities, notably convertibles 
d warrant. bonds. These 
markets have been crucial 
sources of capital, providing 
Japan's commercial banks 
with Y6 trillion ($40 billion) 
of fresh money in the past five 
years. Now, Japan's finance 
ministry will let banks raise 
capital through issues of subordi- 
nated debt. But the banks, which are 
used to paying a yield of under 196 
on their equity, will have to pay in- 
terest rates of 6-796 for subordinated 
debt. 

. Another longstanding competi- 
tive advantage of Japan’s banks is 
diminishing: the low cost of funds 
which they gather to lend out. The - 
gradual deregulation of interest rates 









ket-set- rates on up to 7096 of their yen de- 
posits. Within perhaps 2-3 years all deposits 
will pois market-based interest rates. 





nese banks are making fewer overseas loans; : 


een priced out of banking mar- 


s that Japan's biggest banks pay mar.” c A 





Japan's banks — their 


Changed conditions at home will, say 
most of the banks, cut the growth of over- 
seas assets to less than 1096 a year, from an- 


nual rates of 15-20% over the past five years. 


According to the Bis, Japanese lenders took 
two-fifths of all new international lending 
business in 1989, accounting for 38% of in- 
ternational banking assets, 

Most overseas branches are now subject 
to guidelines that set minimum profit mar- 
gins on new assets. Sanwa Bank, for in- 
stance, will no longer make overseas loans at 
spreads of less than 0.25 percentage points 


‘over its cost of funds. Mr Tadashi Natori, 


the chief of the London branch of Industrial 
Bank of Japan, says that he, too, is con- 
strained by return-on-asset guidelines set by 
the bank's Tokyo headquarters, Ang 
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Japanese banks are. -ultra-cautious 
American banks, they own. large a 
dodgy. debt from past leverage 
d (L80) transactions, Their dec 







































he will not disclose them. ` m 
Japanese banks have ad ul 
from “commodity” lending, the bus 
lending large volumes of money a 
gins that fuelled Japanese bank 
during the 1980s. They now shun bi 
to the bluest-chip borrowers, except wh 
customer promises also to. buy from 
products that have higher profit 
Japanese banks no longer undercut 
pean banks for every letter of credit th 
written in America, a business that s 
American banks have long since « 
Though Japanese bankers abroad 
that their adolescent growth spurt 
maturity will render them no less formid 
competitors. They have set their. sight: 
precisely those areas where European. 
American banks want most to expand. Take 
off-balance-sheet businesses. These are po 
ular since they generate fee income withou 
requiring banks to put up much capital 
American banks are still the most sophisti 
cated financial engineers: they. provide t 
kind of tailor-made swaps and options th 
command good fees. But Japanese banks a 
catching up fast, hiring non-Jap- 
anese talent. Sumitomo Bank re- 
cently. established a five-man 
\ swaps subsidiary in Lond 
t2, JA staffed by one Japanese and fo 
4|] dealers recruited from American 
banks. The banking arm in Lon- 
iJ don of Nomura, Japan's biggest 
i securities house, has assembled a 
js. treasury team from 15 
banks in the City. - 
.. "Structured finance 
is also in vogue among i 
ternational banks. ' 
term covers a range 
tivities, such as p 
lending and aircraft 
ing, which demand ast 
credit analysis. The an 
tions of Japanese banks: 
helped drive margins 
lower for some form 
tured financing. Marg 


- have been cut by half ove 
past year, from-one percentas 
' point over the cost of fin ds 
half a percentage point, 
Nor has the collapse o 
junk- bond market wholly dulled 
pan's appetite for the debt of hig 
z= leveraged American companies. True 































































‘o pull out ofa leveraged buy-out of UAL, 
American ‘airline, helped to end the 
80s buy-out boom. — — = | 
ven so, the lure of what remains of 
type lending will prove irresistible to 
panese because of the high margins it 

ans to debt-laden companies carry 

igher margins than blue-chip credits. 
JR Nabisco borrowed $2.25 billion 
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1s of the transaction at spreads of over 
wo percentage points above their cost of 
funds. Yet such deals will in future be thin- 
ner on the ground. — an 


: As Japanese banks pull back from low- 


present the move as one that bows to for- 
| political pressure. Japan's noisy inva- 
. of American financial markets inspired 
ties of furrowed-brow hearings before 


s. The Senate is likely soon to pass a mea- 
"that would penalise Japanese banks if 
yo: fails to open its market more to 


(66 ALL intellectual — improvement”, 
A X. thought Samuel Johnson, "arises 
from leisure." So, it would seem, does 








other in Tokyo: And in both cases the 
tread a familiar, serious 





main speeches 


beyond. It is at meal times that the re- 
ling differences emerge. ELE 














y extend from the spiritual to 
e recreational. S 





ding former con- 





American institutions. 


| lending, so they will be able to 


the Senate banking committee in April and. 


On a swing and a prayer 


success of financiers in America and... 
, if two programmes that have - 


path from regulation to technology and. 


: On. such occasions diversions must. 


ränk Abagnale, 


7 di: 


ch me if you can. 


Japanese banks in Britain, where they 
have captured a tenth of the domestic bank 
lending market, have learned the vocabu- 
lary of conciliation. Like other Japanese 
banks in London, Sumitomo Bank hopes to 


win a large share of the lucrative lending to : 


Britain's about-to-be privatised electricity 
distribution companies. But Mr Kiyotaka 
Kurokawa, the joint general manager of 
Sumitomo's London branch, says his firm 
will no longer try to win business by offering 
cut-throat pricing. 

Ambition clothed is no less forceful 
than the naked sort. Japan's capital-con- 
scious banks have reasons to keep expand- 
ing their overseas operations. For a start, all 
but one of Japan's 23 commercial banks in 


London are training investment bankers in 


preparation for the crumbling of Article 65, 


the law which separates Japan's banking and 


securities industries. Moreover, Japanese 
banks will need to follow their corporate cli- 
ents as they expand further into Europe. Al- 
though Japanese banks are unlikely to lend 
much to East European governments, they 
are keen to provide credit to possible Japa- 
nese joint ventures in the region. 

Most of all, Japan's banks want to ex- 
pand their share of high-margin businesses 
such as project finance and lending to me- 
dium-sized companies—just the areas eyed 
by American and European rivals. Western 


-banks are learning what manufacturers dis- 


covered when the yen appreciated in the late 
1980s: that when the going gets tough, Japa- 


 nese businesses retool. 





On the other side of the Pacific they 


. have their own ways of dealing with- 
credit risk and getting new business. In 


shintoist Japan, the country is, after all, 
virtually a religion. So Tokyo bankers at 
their 40th anniversary meeting on Au- 
gust 2nd-4th will have a lecture on the 
past, present and future of Japanese cul- 


. the previous day. The lecture subject? 
. How to improve your golf. ! 


i 
ture. The really popular lunch will be on 
| 




















shrinking 


HE 108-point drop in the Dow Jones in- 

dustrial average during the first hour of 
trading on Monday July 23rd was the first 
good stockmarket scare since the so-called 
mini-crash of October 1989. True, the Dow 
ended the day down half that amount, at 
2904.1. But the swing raised once again the 
triplespectred shock to America’s stock- 
markets from a lack of liquidity, the growing 
concentration of assets in fewer hands, and 


Wet tears, dry market 


the trading of contracts in stock-index 
futures. 

Since futures are much cheaper to trade 
than the underlying shares, on the morning 
of July 23rd large institutions and invest- 


ment-banking traders were selling the fu- 


tures as a proxy for the stockmarket. The 
futures selling was pulled up only by a regu- 
latory collar that halted trading of the Stan- 
dard & Poor's (s&P) 500 stock-index futures. 
contract on the Chicago Mercantile E 
change. The proximate cause of the selling 
seemed to be unexpectedly disappointing 
profits announced by the McDonald's ham- 
burger chain. Its share price fell by 7.496 on 
the day. | | 

_ A deeper reason for the steepness of the 
market’s fall is that the big investment 
banks that supply liquidity to the market are 
not earning enough to compensate for the 


risks that they are taking. So though high 


turnover can often give the impression of 
great liquidity, that liquidity can vanish 
swiftly. A deeper reason still is that a grow- 
ing proportion of America’s listed shares 
are, in effect, being locked away, rendering 
the remaining tradeable shares both fewer 
and less liquid. aarm UOS 

America’s institutions, notably the pen- 
sion funds of corporations and state and lo- 
cal governments, have awesome amounts of 
cash to invest in equities. To do so in the 
cheapest way, institutions are putting an in- 
creasing amount in a stock index such as the 


| reckon that the stockmarket has long 
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eras 





| London's misleading year 


Britain’s stockmarkets have recently 
and the prospect of falling interest rat 


- whence they came 


i E London stockmarket has had án 
d year. In the first four months of 
O the FTA all-share index lost 13% as 








nvestors took fright at Britain’s high in- 
: flation, punishing interest rates and the 
prospect of uninspiring company earn- 
_ings. But in the ensuing three months the 
‘market has climbed by 11%. This is de- 


spite the fact that inflation keeps rising (it 


was 9.8% in the year to June), interest 
rates have not fallen, and the prospects 
for company earnings worsen daily. 
Investors who have recently piled into 
the market have a quick response. They 


Since discounted most of the bad news, 


and that by 1991 the economy will be 
picking up again. By then, they hope, ster- 
ling will have been have brought into the 
exchange-rate mechanism (ERM) of the 
European Monetary System, and interest 
rates lowered. 

Membership of the ERM may well serve 
to push down long-term government- 
bond yields further. These currently stand 
at 11.2%, but will fall if cuts in interest 
rates look permanent, if the pound looks 
secure within the ERM, and if inflation 
starts to fall. A drop in bond yields 
should, in turn, be good news for equities. 
Usually the yield on bonds is somewhere 
between two and two-and-a-half times 
greater than that on equities (see right- 
hand chart). | 

A cut in interest rates would benefit 
those small and medium-sized companies 
hat are now in deepest trouble, and 


~ Whose failure could tip Britain into a re- 


cession. In the past year small companies 
(as shown by the Hoare Govett index in 
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the left-hand chart) have underperformed 
the FTA allshare, which in turn has 
underperformed the FT-SE 100 index, the 
basket of the 100 biggest stocks. 

There are two reasons for the better 


performance of bigger companies. One is 


that many are not highly geared and so are 


less sensitive to high interest rates; the | 


other is that nearly half their earnings 
come from overseas, either from exports 
or from foreign operations. Smaller com- 


panies—especially property developers, - 


building contractors and retailers—have 
no such cushion. They tend to be highly 
geared, have volatile earnings and rely on 
Britain for almost all their profits. 

If membership of the ERM killed fears 
ofa falling pound, it might now encourage 
institutional investment (foreign and do- 
mestic) into the stockmarket. By some 
standards, London looks undervalued. 


Currently the price/earnings (p/e) ratio 


of British equities stands at a 2096 dis- 
count to its five-year average. That is un- 
usual: West Germany's stockmarket is 
trading at a p/e a quarter above its his- 
toric rates, while France's is trading 
roughly in line with its five-year average. 
British institutions are also flush with 
record levels of cash. Mr Charles Larkum 
at James Capel, a London brokerage firm, 
reckons that institutions have just over 
£40 billion ($73 billion) in cash. That pro- 
vides potential demand for equities. | 

Comforting as all this looks, the pic- 
ture is far from rosy. If (it is still an if) Brit- 
ain joins the ERM late this year and interest 
rates are cut, what will the market have to 
look forward to? Inflation in Britain is still 
set to remain higher than that in other 
ERM members for some time yet. Wage in- 
creases (of 9.8% in the year to May) show 
nosign of moderating. If the experience of 
Spain and Italy is anything to go by, then 
when sterling joins the ERM it is likely to 
shoot up to the top of its permissible 
band, because nominal sterling interest 
rates will be higher than the ERM average. 
Other things equal, Britain’s trade deficit 
will widen. © 

This will not be good news for the eq- 
uity market. The government will proba- 
bly have to keep fiscal policy tight if it 
wants to keep the trade deficit at manage- 


able levels. So while a cut in interest rates. 








| there is unlikely to be much joy elsewh 


been boosted by a strong pound 
es. Share prices may soon return 
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may help some sectors (such as the tr 
bled property companies and retailer 








Exporters will be squeezed by a strong 
pound and rising costs. Overseas ear 
ings, all things being equal, will fall in ster- 
ling terms. They could fall further if 
America’s economy stumbles, since two- 
fifths of British companies’ foreign earn- 
ings come from there, 
Analysts are already cutting forecas 
for British corporate profits in 1990 
Lynch, Jones & Ryan's mes, which poo 
together analysts' forecasts, has cut th 
consensus forecast for British compan 
profits for 1990 from 1796 (made i 
April), to 14.796 (made in July). The sto 
market now stands at a dividend yield 
4.8%. This is less than the long-term av 
age of 596, and suggests equity prices 
this basis are just a little overvalued. Yet 
as is widely expected, dividends are cv 
later this year, then those investors who. 
pay attention to such long-run ratios wil 
start selling equities again. EU 
' The government could join the ERM a 
a low exchange rate (ie, less than DM3) in 
the hope of stimulating the economy be- 
fore the election (due before June 1992). 
While this strategy would protect short- 
term company profits, government-bond 
yields would not decline at all, as the pros- 
pect of higher inflation in the long run 
would scare investors away. And equity 
investors would have nothing to look for-. 
ward to in the medium-term except a. 
deeper recession in the mid-1990s. 
In terms of the ratio of prices to his“ 
toric earnings, Britain's stockmarket still 
looks fairly valued. But this may not last 
for much longer. There is little evidence 
that the current slowdown in Britain's 
economy (likely to grow by no more than’ 
1.5% this year) has been sufficient to cur- | 
tail price and wage inflation. Entry into © 
the ERM may succeed in doing this, but - 
only by squeezing the profits of Britain's - 
largest companies. = > EE 




















































































ughly half the annual 0.696 fee charged on 
rge, actively-managed funds. According to 
Birinyi Associates, a New York firm that 
analyses the stockmarket, $240 billion—a 
arter of all American pension-fund as- 
ts—are now indexed. It would be impossi- 
e for institutions to sell even a fraction of 
ch sums if they were bearishly inclined. 
luch indexed stock is therefore as good as 
cked away. 

" There are other reasons to suppose that 
e free float of tradeable shares is dwin- 










































gic alliances, which involve swapping 
hares to cement new relationships. Others 
e buying in their own equity to improve 
ieir earnings-per-share performance or to 
range employee stock-ownership plans. 
till more are owned in large measure by 
re investors. All this withdraws liquidity 
om the stockmarket. ' 

“So what?”, asks Mr Warren Buffett, 









rakes in, among other companies, Gillette, 
‘razor-maker, and Salomon, Wall Street's 
rashest bank. "There's never enough li- 
quidity. If 5% of $3 trillion in stocks is sud- 








roperty in Paris 


On a roll 
VER the past year the temperature in 


most of Europe's commercial-property 
bazaars has been rising, and nowhere more 
so than in Paris. In 1989 two records were 
broken there. The average annual rent for 
fresh office space rose by around 20%, to a 
iew high of $790 a square metre. And the 
mount of space filled, at over 2m square 
































rket-watchers are less sanguine. | 
So far, the faith of property folk has 
en rewarded. During the first half of 1990 





sr 500. Managers of indexed funds charge 


ing. Companies are forming so-called stra- 


e of those core investors, who has big- 


metres, was up by 50% on 1988. Property 
men are confident that the boom will last. — 


. Foreign investment in French property, 1989 


Mese 





denly for sale, who would buy it?" he asks. 


“It would be the same if 5% of the nation's - 


farms were on the block: there would be a 
stampede away." 

Still, Mr Laszlo Birinyi produces an ar- 
gument that could prove bullish for Ameri- 


can stocks, particularly those that are most 


heavily weighted in the popular indexes. He 
reckons that America’s stockmarket of the 
1990s could mimic Japan’s of the 1980s, 
when the concentration of corporate cross- 
ownership—and the consequent dearth of 
shares that could be traded—helped to puff 
share values up. 5 

In the meantime, traditional stock pick- 
ers are up in arms at indexation. The trend 
to invest in the most heavily-weighted 
shares, such as Philip Morris and Coca- 
Cola, could well provide a reason for a 
1990s version of the “Nifty Fifty” of the 
1970s, whose shares soared to unparalleled 
price/earnings ratios. If Mr Birinyi is right, 
the trend would only compound the dismal 
performance of the shares of America's 
small and medium-sized companies. They 
have lagged the market for years. It may take 
a bear market to release these shares from 
their purgatory. 
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the Paris market continued to bubble. An- 
nual office rents of around $850 a square 
metre in Paris are catching up with City of 
London levels of up to $1,200. Tradition- 
ally, the most sought-after Parisian business 
addresses are in the Triangle d’Or, which 
stretches from the new La Défense complex 
in the west to the area around L’Opéra in 
the city centre, A sign of the zip in the mar- 
ket was the sale in March of a site by 
Hachette, a publisher, to Fonciére des 
Champs-Elysées, a property developer, for a 
hefty $13,500 a square metre. Significantly, 


Tord $7. gpn 


Sweden 18% 





















No Défense against lower prices 


the building, on the Rue Reaumur, is 9 
outside the Triangle d'Or. Some office 
blocks are now changing hands for around 
$17,700 a square metre. _ 

© A special report on France's property: 
sector by the French subsidiary of James 
Capel, a British brokerage firm, lists a num- 
ber of reasons for the Paris market's strong 
performance. France's economy is purring. 
The oE&CD reckons that in 1990, for the first 
time in 20 years, France will have lower in- 
flation and higher growth than the OECD av- 
erage. GDP growth should be about 3.176 
this year. Such a favourable business climate 
has encouraged companies to invest. James 
Capel reckons that French firms will in- 
crease their industrial investment by about 
3096 this year. 

The growing reputation of Paris as a 
business and financial centre has also bene- 
fited the property market. Demand has eas- 
ily outstripped supply as multinationals a 
financial institutions have expanded in 
capital. The office vacancy rate is 2.5% in 
Paris, only just behind Madrid, which has a 
rate of about 296, and far better than Lon- 
don, with a rate of around 10%. 

Foreign investment has poured into 
France. In 1988 just over $7 billion was in- 
vested in French property, principally in the 
Paris office market. Only about 1196 of the 
cash came from foreign investors. In 1989 
over $9 billion was spent on French prop- 
erty while 2396 of the money was provided 
by foreign investors. Leading the charge 
have been Japanese investors such as Nip- 
pon Life and Meiji Life. They accounted for 
close to 5096 of overseas investment in Paris 
office buildings last year. - 

Despite the frenzy, some property firms, 
such as Britains Jones Lang Wootton, 
reckon the market could begin to lose its fizz 
towards the end of next year. Although 
there has been heavy investment, not 
enough buyers have been long-term institu- 
tional investors. What has kept the market 
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rough seminar 


"Like the 1980s, the 1990s will bea 1 period of 
discontinuous change, in which continuing uncertainty 
calls for more flexible management practices and 
structures and for systems. thinkers. The challenge of — 
discontinuity can be overcome only by leaders who can 
give their management teams the space to develop. 
innovation, risk-taking and learning. This programme ue 
identifies and develops that quality in those » who = ;. Finance Director (Recent Participant) 
participate in it’’. xi 


"We'y ve been crisis- managing, not. vision-managing. Tos 
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by stepping away from the business. and M pouki up the 
experience and analysis of other. 
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st vear bought a big Paris office block from 
hilips, the troubled Dutch electronics firm, 
ntrolled by Banque Worms, a French 
stment bank. The aim of these develop- 


let them out at high rents. | 
Such deals are risky. For example, 


| in's banks 


C)ANKING in Spain used to be like 
LJ spearing fish in a barrel. No longer: 


hed banking establishment. - 


* 


more to medium-sized current accounts at 
five of Spain's big seven banks. The war is 


spur competition brought changes mainly in 
_ the wholesale markets (such as commercial 


ugh Spain's banks are "universal" in the 
unt for more than two-thirds of business. 


Spain has nearly eight bank or savings- 
bank branches for every 10,000 inhabit- 


bought from 
“yield, say of 5%, the company will have to 
demand a rent of around $1,000 a square — 





s are usually financed | 


rs is to smarten up office blocks and then. 
yer sell the buildings for a healthy profit | e. bi 
|  . .  bortowing money to snap up buildings is - 


igre des Champs-Elysées will probably _ 


ave spent close to $20,000 a square metre — those who invest in them. 





competition is at last reducing the biggest. 
banking margins in Europe. The fiercest ri- - 
ralry comes less from 1992-minded foreign- 
ers, more from within Spain's very estab- ~ a 
he .  .  . itable in Europe. Pre-tax profits of all banks 
A high-street war for domestic retail de^ — grew by nearly 2996 in 1989, after rising by 
posits has brought interest rates of 12% and ^^ more th 


now spreading to smaller accounts. Earlier 
liberalising attempts by the central bank to 


_ paper and government debt). However, the 
e battle will be fought in the high street: 


est German mould, consumers still ac- + 


T 


rom Hachette. To get 


a decent 





metre. Property agents reckon that compa- 
nies will baulk at such sums. Also, as most of 
the developers have been playing the same 
game, they will be hit by the glut of new of- 
fice space that is due to come on to the mar- 


-ket towards the end of 1992. In a rising mar- 





ket, where buyers are easy to. find, 


smart. But once prices begin to slip, it could 
mean disaster for many property firms—and 


renading the pesetas 


ants—about two-thirds more than France. 
Until recently, banks provided services free 
of charge and expected deposits to be the 
same. Spaniards in turn asked little more of 


their banks than that they be handily close. 


Spain's banks are among the most prof- 


more than 2096 each year since the mid- 


1980s. The pre-tax return on assets of 


Spain's big seven banks last year was 1.66%, 
while the pre-tax return on equity was a re- 
spectable 27%. According to IBCA, a Lon- 
don rating agency, three Spanish banks— 
Banco Popular, Banco Santander and Banco 
Bilbao Vizcaya, the country’s biggest— 
ranked among the the world’s ten most prof- 


- itable banks in 1989. Now, banks’ fat inter- 
. est-rate margins are in danger. 
<- : Three years ago, Spain's central bank 


freed interest rates on all accounts, and for- 
eign banks, such as Britain's Barclays, as well 
as middle-sized Spanish banks offered inter- 
est-bearing current accounts. However, it 
was not until Banco Santander last Septem- 
ber launched a special account that offered 


near-money-market rates that high-yield 
. .current accounts really caught on. Banesto, 


Spain's second largest bank, followed suit in 


February. So did Banco Bilbao, Hispano 


_ Americano and Banco Exterior. 


Santander has benefited most, with an 


A] 
z zv $3, 


ee 1989 a 
450 billion ($4.3 billi 










on). Santander's share 


of all banking deposits rose from 6.73% in 


` 1988 to 8.56% last year. Yet the cost of the 


bank's deposits also rose. It raises questions 
about what happens to profitability when 


Spain's unprecedented consumer boom 
ends. Moreover, what the high-yield ac- 
. counts have not done is help the banks to 


recapture market share from the advancing 
savings banks, or cajas de ahorro. The de- 


posit war is now heading down-market. 


Most banks are managing to offset 


shrinking interest-rate margins in three 


ways. First, within the credit "corset" im- 
posed a year ago by the central bank to con- 
trol inflation, banks are lending less to big 
companies and more to consumers and 
smaller firms, which is anyway more profit- 
able. Second, as big companies look more to 
the capital markets for their financi 
needs, banks collect again—from the C 
and commissions for placing compan 
commercial paper with their investor cli- 
ents. Fees and commissions of all sorts 
climbed by more than a fifth at the big 
banks in the first three months of 1990 over 
the previous year. A third boost to bank 
profits is that the central bank is easing its 
stringent reserve requirements. 

A loan war may now be in the offing. 
The Bank of Spain may soon have to undo 
its old-fashioned corset because its restric- 


tions are hurting businesses more than high- 
spending consumers. The government now 


expects new investment to grow by only 996 
in 1990, down from the 9.8% estimated at 
the beginning of the year and much lower 
than last year's 13.5%. When the corset is 
relaxed, banks may have to scramble for 
loans. As a pointer, Banco Santander re- 


- cently lowered its prime rate to good corpo- 


rate borrowers by half a point. 
For now, Spain's big banks will remai 


among Europe's strongest and most pr 


able, though slightly less stellar as they move 
toward European norms. Even so, there are 
a number of longer-term questions about 
their business. 

One such is whether the banks can con- 


tinue to make nearly as much money once 


deposits stop growing by their recent 10- 


1596 a year. A second is whether they can 
trim their operating costs: within the Com- 
munity, these are lower only than those of 
the banks of Britain and Ireland. The diff- 
culties of trimming a highly-unionised 
workforce, as well as the growing expense of 
investing in information technology, make 
any dramatic cost-cutting unlikely soon. 
Moreover, many Spanish banks are reluc- 
tant to pare their costly branch networks for 
another reason: they fear that this would 
dismantle their most effective barrier to for- 


^eign competition. That fear could prove 
- their most costly hindrance. — 
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The snowy marches of the 


solar system 


HE kinglike sun holds court over the 
planets; they revolve around it in well- 
ordered orbits, basking in reflected glory. 
Beyond the pageantry of the planets, hun- 
dreds of times farther from their master, are 
hordes of celestial peasants. These, the com- 
ets, are small and dim, invisible from the 
earth except on their rare trips into the in- 
r solar system. But they vastly outnumber 
e planets, and predate them. The solar sys- 
tem's comets can reveal much about its his- 
tory. Comets around other stars may pro- 
vide the first evidence that 
those stars have their own 
planetary retinues. 

Most of the comets inhabit 
a vast, nearly spherical shell 
around the sun, called the 
Oort cloud. Its outer edge may 
be roughly 100,000 times more 
distant from the sun than the 
earth is, its inner edge perhaps 
only 2,000 times as distant. It 
probably contains around 10 
trillion comets, with a com- 
bined mass up to 300 times 
greater than the earth's. 

The eponymous Mr Oort, 
a Dutch astronomer, invented 
his invisible cloud in 1950. 
When an icy comet comes in 

P the edge of the solar 

tem—where the sun is little 
more than a bright, particular 
star—it warms up. Streams of 
gas and dust are given off, cre- 
ating the bright head and luminous tail that 
make it visible to astronomers and, on occa- 
sion, the naked eye. The course that the 
comet takes about the sun depends on how 
far out it was when it started its long fall in. 
Oort's analysis showed that many comets 
had started from a great distance, 10,000 
times farther from the sun than the earth is 
or maybe more. As a source, he suggested a 
large cloud of comets orbiting the sun at 
about that distance. 

How did they get there? According to 
theories about the way the solar system 
formed, the outer planets—Saturn, Uranus 
and Neptune—were built from comets. It 
was a hit and miss affair. Some comets col- 
lided to form bigger bodies, which eventu- 
ally grew to be the germs from which, by the 
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One that came in from the cold | 


accretion of yet more comets, the planets 
grew. Many more comets failed to connect 
and got left over. The strong gravitational 
fields of the growing planets gathered up 
these spare comets and flung them out- 
wards. Most left the solar system entirely; 
some stayed, banished to the borderlands of 
the Oort cloud. 

On these borders, the sun's influence 
only just holds sway. When the solar system 
passes close to a star or a cloud of gas, the 
passer-by's gravity disturbs the comets. 
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Some are plucked from their orbits and 
wander off, leaving the sun’s domain. Oth- 
ers, though, fall in towards the sun instead 
of out; it is these which Oort studied. 

As comets on the edge of the Oort cloud 
become disaffected fairly frequently, many 
believe that a constant supply of new comets 
is needed. Since Oort's day, some astrono- 
mers have seen fit to add a more densely 
populated inner Oort cloud to his original 
one. Comets from the inner cloud are more 
closely tied to the sun. They may not fall 
inwards—that would be why Oort did not 
see them—but they do slowly drift out- 
wards, replacing their departed brethren at 
the outermost edge of the cloud. Without 
this replenishment, many argue, the outer 
Oort cloud would have left with the barbar- 


ians long ago. 

Recently, another source of comets has 
been suggested—the Kuiper belt. The early 
solar system must have contained a region 
which was too sparsely populated with com- 
ets for planets to form. Without planets 
nearby to throw them out, these comets es- 
caped banishment to the Oort cloud. They 
remained far closer to the sun, in a disc that 
may lie just beyond the orbit of Neptune, 
the outermost large planet. Occasionally, so 
one set of arguments goes, the tug of the 
planets will bring one of these comets into 
the solar system, in an orbit that swings 
around the sun every few years, producing a 
regularly returning comet. Some computer 
models suggest that this better explains the 
orbits of these short-period comets than the 
traditional approach, which is to say that 
they too come from the Oort cloud— 
possibly from the inner, comet- 
rich reservoir—and get cap- 
tured by Jupiter's gravity. 


Clouds of unknowing 


If the sun has a cloud of comets 
dating from the formation of 
the solar system, then there 
should be similar clouds 
around other stars which have 
gone through the same planet- 
spawning process. Such clouds 
might offer the first evidence 
of planets elsewhere in the uni- 
verse. Since astronomers can- 
not see the sun's Oort cloud, 
looking for similar ones much 
farther away might seem like 
putting others' motes before 
one's own beams. However, 
viewed from the earth (or from 
orbit around it) a distant Oort 
cloud is a relatively compact 
object around a star, whereas 
the sun's is spread diffusely across the sky. 
Although, being black, comets are hard 
to see in visible light, they do glow softly in 
the infra-red as they radiate away what little 
heat they get. IRAS, an international infra- 
red astronomical satellite that mapped the 
skies in the early 1980s, failed to see any- 
thing like an Oort cloud around 29 stars sin- 
gled out for special attention; but that may 
well be because it was not sensitive enough. 
A European satellite called 1so, to be 
launched in 1993, will try to do better. 
There are other approaches. Dr Alan 
Stern, Dr Michael Shull and Dr John 
Brandt, from the University of Colorado in 
Boulder, have speculated about what Oort 
clouds around giant stars might look like. In 
old age, stars like the sun swell up to become 
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bigger and hundreds of times brighter than 
they were before. As a result, the comets 
around them might melt, releasing water. 
There are signs of water seen in the light 
from giant stars—though other ideas can 
also explain them. Under some circum- 
stances, large comets boiling away into space 


Ys and wherefores 


| 
: 


OR more than 30 years, scientists 
have been on a molecular manhunt. 

| Now they believe that they have their 
man. In last week's Nature, a group of 
British researchers announced the dis- 
covery of a stretch of DNA that is likely to 

| be the “active ingredient” of the y-chro- 
| mosome in mammals: the gene that 
| makes an embryo male. Despite its sig- 
nificance, the gene (named SRY) is re- 






Not all differences are genetic 


markably tiny. If the Y-chromosome were 
the size of a novel, sRY would be one sen- 
tence. Size isn't everything. 
| The discoverers, led by Dr Peter 
| Goodfellow of the Imperial Cancer Re- 
| search Fund and Dr Robin Lovell-Badge 
| ofthe National Institute for Medical Re- 
| search, both in London, think that sry 
acts like a switch. Initially the sex organs 
| ofan embryo are the same in both males 
and females. After ten days gestation in 
mice, and seven weeks in people, they 
start to differ. It is believed that around 
| this time SRY produces a small protein. 
| The protein probably binds to one or 
more pieces of DNA which control the 
| development of sex organs. If the SRY 
| protein is there, nearby genes tell the or- 
gans to me testes; if it is not, they 
become ovaries. The rest of the sexual 
| characteristics then depend on the hor- 
| mones which the sex organs produce. 
| To find which bit of the y-chromo- 


| some is essential for maleness, research- 
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ers have studied people whose sex does 


could act as masers—the microwave equiva- 
lent of lasers—amplifying the energy they 
absorb and beaming it out at a particular 
wavelength. The blobs seen around some gi- 
ant stars might be such cometary masers. Dr 
Stern and his colleagues propose using a 
worldwide array of radio telescopes to see 





not correspond to their chromosomes. 
Normally men have an X and a v, and 
women have two Xs. However, some men 
have two Xs (one with a small amount of 
Y inserted into it); conversely, some 
women are XY (with something lacking 
from the v). In theory, the piece of v 
common to all xx men and lacked by all 
xy women would contain the relevant 
gene. The reality has proved to be more 
complicated. In 1987 a group at the 
Massachusetts Institute of Technology 
thought it had found the sex gene, but it 
had been misled by a tiny additional flaw 
in an XY woman's Y chromosome. 

The British gene seems a much better 
candidate. It fits all the available data 
from XX men and Xv women and it seems 
to make protein at just the right time to 
influence the development of testes. SRY 
look-alikes exist in male mice, cattle, | 
sheep, pigs and tigers. Parts of it resem- | 
ble a counterpart in yeast. 

Having (probably) found the switch 
that turns on maleness, will it be possible 
to flip it? That would take a lot more 
work. First scientists need to establish 
SRY as the gene which causes the produc- 
tion of testes. To do so, they will inject it | 
into female mouse embryos before the 
sex organs start to develop. If they are 

ight, all of the mice will mature as males. 

e same process might eventually be 
used to determine the sex of cattle for the 
dairy industry—a possibility that has led 
the researchers to apply for a patent. 
However they are adamant that using 
SRY to allow people to choose the sex of 
their children would be impractical and 
immoral. 

The discovery poses more than ethi- 
cal puzzles. Sometimes, parts of a pair of 
chromosomes can "cross over” from one 
to the other. SRY lies very close to the 
only part of the v chromosome which 
ever crosses over with the x. That was 
fortunate for the researchers, because it 
produced the xx males and xy females 
they studied. Since these people are nor- 
mally infertile, though, one might expect 
natural selection to favour putting the 
gene somewhere else on the chromo- 
some. Now the molecular biologists have 
done their bit, evolutionary theorists 
have a nice new problem to ponder. 





whether the blobs follow orbits around the 
stars—in which case they must be either 
comets or something similar. 

As well as looking for comets in far-off 
lands, one can also wait for them to visit. 
The forces which threw some comets into 
the Oort cloud threw many more right out 
of the sun's kingdom, to wander stateless 
through interstellar space. If this happened 
elsewhere, then there will be a sparse popu- 
lation of such comets throughout the gal- 
axy. One of them passing close to the sun 
would move far faster than an Oort-cloud 
comet, and be instantly recognisable. No 
such comet has been seen, but that is to be 
expected. Even if solar systems are fairly 
common, their outcast comets will still be 
pretty rare—a thousand times rarer than 
those from the Oort cloud, perhaps. 

While waiting for such visitors, there are 
plans to visit some of the earth's local com- 
ets. NASA plans to launch a spacecraft, call 
Comet Rendezvous Asteroid Fly-by, to 
what its name says in the late 1990s= 
though with NASA's present travails nobody 
should bet heavily on the mission surviving. 
Meanwhile, the European Space Agency has 
changed the orbit of its Giotto spacecraft, 
battered during its encounter with Halley's 
comet but still in one piece, so that it can go 
on to visit another comet, Grigg Skjellerup, 
in two years’ time. It may well be, though, 
that nobody will be willing to pay for the 
probe to be turned back on—so although it 
will pass by the comet, it will keep its eyes 
closed and its mouth shut. 





Panic attacks 


Few defences 


WASHINGTON, DC 


OST people think nothing of drivi 

a car or going to the shops. But 
cording to some psychologists, the prospect 
of these and other humdrum activities fills 
some 296 of the population with dread. 
Such fits of unusually occasioned horror 
have come to be regarded as a disease, 
known as panic disorder, that can cause so 
much anguish—heart palpitations, smoth- 
ering sensations, faintness, sweating and 
gasping, for example—that sufferers may 
think they are dying or going mad. 

If they are lucky, they will have attacks 
intermittently, and then only once or twice a 
week during a bad period. But some victims 
are steadily prone to as many as five or ten a 
day and are so enslaved by their affliction 
that they scarcely leave their homes. The 
worst cases are said to be 20 times more 
likely than normal people to attempt sui- 
cide; about one in three of those afflicted 
with the disorder seeks solace in drink or 


drugs. 
At first blush, panic disorder is an ill- 
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ness that makes little sense. As recently as 
1970, indeed, psychiatrists doubted whether 


it was real. It is now officially recognised asa ` 


genuine mental illness (catalogued as diag- 
nosis 300.21 in the Diagnostic and Statisti- 
cal Manual of the American Psychiatric 
Association) but is not any less mysterious 
for that. 

According to Dr Lewis Judd, director of 
America's National Institute of Mental 
Health, some aspects of the disorder have a 
basis in biochemistry. He told a recent sym- 
posium in Washington, DC, that in many pa- 
tients attacks can be triggered merely by ex- 
posing them to caffeine, carbon dioxide, 
sodium lactate or any one of several other 
chemicals. Such facts do not exactly consti- 
tute an explanation, but they do suggest that 
the disorder is not just imaginary. 

Still more evidence comes from Wash- 
ington University in St Louis, Missouri, 

ere Dr Marcus Raichle and his colleagues 
used an imaging technique called PET 
itron emission tomography) to peer into 
the brains of patients having an attack. The 
scans consistently show increased blood 
flow and a flurry of metabolic activity in one 
area of the brain near the temples. The St 
Louis researchers also made PET scans of 
normal volunteers who were told that they 
would receive an electric shock at an unspec- 
ified time and that the longer the shock was 
delayed the worse it would be when it came 
(which it never did). Predictably, the volun- 
teers became i i i 


bled those of panic-prone people in the 
course of their attacks. 

What makes some people have the at- 
tacks while most others escape? There are 
signs that genes are at least partly to blame. 
At Columbia University in New York, for 
example, Dr Myrna Weissman, a psycholo- 
gist, found that sufferers” close relatives are 

ially likely to have the disorder. And 
6... of twins also point to heredity: if one 
identical twin has it, there is a 30% chance 
that the other will too; in the case of non- 
identical twins, the chances are negligible. 
tever causes panic disorder, the 
good news is that in 90% of cases it can be 
controlled. Some respond to antidepres- 
sants or tranquillisers; others are helped by 
psychotherapy. Still others benefit most 
from a combination of both that includes 
gradual exposure to the thing they fear. 

Dr Judd thinks that only one in five peo- 
ple with the disorder gets any treatment at 
all, either because doctors fail to recognise 
the problem or because patients are too em- 
barrassed to own up to it. And they can get 
the wrong sorts of medical attention. Ac- 
cording to studies reported by Dr Judd, over 
half the people seen in hospital casualty de- 
partments who are mistakenly thought to 
have heart attacks are in fact untreated suf- 
ferers from panic disorder. 
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Creutzfeldt-Jakob disease 


Looking for the 
pump 


HE best reason for thinking that 
BSE—mad cow disease—will not infect 
people is that scrapie—mad sheep 
i never has. Scrapie is BSE, except 
that it appears in a different species and has 
been around for at least 250 years. In all that 
time sheep-eaters exposed to scrapie have 
been no more demented than the rest of the 
population. Thus cow-eaters exposed to BSE, 
the argument goes, will also remain healthy. 
But what should be made of local outbreaks 
of a condition which, by extension, might 
be known as mad person disease? 

Such a malady has been around for a 
long time. In its most common guise, it is 
called Creutzfeldt-Jakob disease (cyp), and 
occurs in about one in every Im of the 
population—vegetarians and meat-eaters 
alike. Like mad cow disease, CJD also resem- 
bles scrapie. All three take years to develop, 
wreck the sufferers’ brains, and kill. The dif- 
ference is that no connection has been 
found between CJD and scrapie. 

It is a strong bet that if scrapie were to 
pass to people, it would be hard to distin- 
guish from a increase in the inci- 
dence of cyp. Not only do such outbreaks 
need to be explained, but investigating them 
is the best place to look for transmission 
from animals to man. It might be possible to 
trace the source of infection back to a flock, 
Or even a carcass, just as a nineteenth cen- 
tury cholera epidemic was traced to the 
Broad Street water pump in London's Soho. 
Although it may be worrying that such clus- 
ters of CJD exist, the good news is that they 
seem to have been caused 
bad genes, not bad mutton. 

Clusters of cjp have long 
been known. The most famous 
was among some Libyan jews 
in whom CJD was almost 40 
times more common than nor- 
mal. Since they ate sheep, it 
was thought that scrapie might 
be to blame. Further research 
showed that the sufferers were 
related. It is currently thought 
that 10-15% of cases of CJD are 
inherited. 

Two other clusters found 
in Czechoslovakia have now 
helped scientists to get closer 
to one of the disease's causes. 
Since 1976 there have been 22 
cases of CJD in Orava, on the 
northern border of Slovakia, 
and 19 cases near Lucenec, on 
the southern border. These 
incidences are, respectively, 50 
and 190 times greater than 


down on the farm. 
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would have been expected. Moreover, there 
is evidence that sheep in the area suffer from 
scrapie. 

Dr Eva Mitrova, an epidemiologist from 
the Research Institute for Preventive Medi- 
cine in Bratislava, has looked back to 1845 
and found that about 4596 of the cases share 
à common ancestor. The remaining 5596 
seem to have occurred spontaneously. 
Other Czech researchers claimed in 1981 
that the population in this part of Slovakia 
is among Europe's most inbred—hence the 
45% figure is likely to be on the low side. 

N ess, there remains an awful lot 
of explaining to do. Part of the answer could 
have come from an American group which 
has been working with Dr Mitrova. In a pa- 
per published on July 21st in the Lancet, Dr 
Paul Brown, Dr Lev Goldfarb, and Dr 
Carleton Gajdusek from America’s Na- 
tional Institutes of Health, and colleagues 
from Stony Brook in New York, described 
how they had found a mutation common to 
various sufferers of CJD. The mutated gene 
describes the human version of a protein 
found to be damaged in the brains of 
scrapied animals. It was the first time that 
such a mutation had been identified in more 
than one family. Moreover, the same muta- 
tion was found in two of the 30 “unrelated” 
people with cyp that they tested. 

Although they lived in North America, 
the sufferers who shared the mutation were 
descended from Greeks, Poles and Czechs. 
So Dr Gajdusek's group went to look for the 
mutation in the two Czech clusters. In re- 
sults that will be published shortly, they will 
announce that the same mutation was 
present—in both familial and non-familial 
cases—though they will not say how many 
cases can be explained this way. CJD’s Broad 
Street pump may be found in the genes, not 
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courses and seminars, Business Book Summaries are’ 
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but after trying this for the ‘No Charge Free 2 month Trial |. | 
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Be CLASS AND NOSTALGIA: ANGLO-AMERICAN ÍRONIES, By Christopher Hitchens; Far- 


WE Straus & Giroux; 398 pages; $22.95; Chatto & Windus; £18 | . 


HE Anglo-American relationship is en- 


tirely asymmetrical. When Britain was 


op nation, it treated the United States with 
lisdain. America, now top nation, treats 
Xitain with an affection it shows for no 
ther country, save perhaps Ireland or Po- 


and. But it is Britain that clings to the myth 


f the special relationship; few Americans 
iave heard of the phrase. Never have the 
wo nations been on equal terms. There is a 
ort of poetic justice in the pleading cajolery 


f Churchill's wartime letters to Roosevelt, - 


fewed in the light of the brick wall that Lin- 
oln’s envoy Charles Adams ran into trying 
» persuade the British government not to 
emi-support the rebel South. | 

.. And yet. If all the imagery of torch-pass- 
1g, the taking up of white men's burdens 
nd we-Greeks-to-their-Romans is true, if an 
merican hegemony replaced a British em- 
ire, then how did it happen so peacefully? 


















How did the world get from the Monroe 
doctrine via the Royal Navy's withdrawal 
from the Caribbean to American cruise mis- 
siles at Greenham Common without a single 


battle more serious than one Gilbert-and- 


. Sullivan clash-by-proxy between the sultan- 


ate of Muscat and Saudi Arabia in 1955? 
Christopher Hitchens's book is part his- 
tory of the special relationship, part dissec- 
tion of Anglophilia and its counterpart in 
Britain, part chronicle of the American em- 
pire's birth and decline—what he calls the 
Romanisation of America. By concentrating 
on those who were obsessed with the topic, 
but could never quite make up their minds 
about it—Kipling, Alfred Thayer Mahan, 
Henry and Brooks Adams, Cecil Spring- 
Rice, Churchill—he seeks the ironies of An- 
glo-Americanism. Some of these chapters 
make great reading. Others, especially that 


on Henry Adams, bore to end bores, do not. 


-himself in 1918 to Teddy Roosevelt thi 


two nations were too busy jointly walloping _ 


purpose) by Britons, America took up Kip- 


speech that handed the Americans the 


was made. He is a totem and 



































Mr Hitchens uses the deceptively sim 
technique of comparing his subjects’ pu 
words with their private ones to unc 
their contradictions. Kipling writes. oi 
white man's burden and then un 


* To put it bluntly, the USA, which has grown 
. &nd thriven for 142 years under the lee c 

British fleet, would have gone down wit! 
. test of us into oblivion two years ago. 
‘Mahan, the preacher of sea: power, 
dined extravagant praise for Britain 
paranoid. fear of it. While. Spring 
founder of the special relationship 
man to Teddy Roosevelt, was ambassador 
Washington, most Americans saw his cot 
try as a potential enemy. In 1895:the t 
came close to war over Venezuela's bor 
ready to fight. Here was the hinge of history 
the Oedipal war between the fading hege- 


mon and its upstart ex-colony. What 


pened? Kaiser Wilhelm blundered in with a 
telegram of support for the Boers, and Salis- 
bury found discretion rather than valour. 
The orderly transfer of power had begun. 
. It was marked by frequent bitterness 
{the crippling economics of Lend-Lease, the 
rage of Americans at finding, twicë, that 
they were fighting:to restore a British em- - 
pire), but never by mutual bloodshed. The - 








the Gern lans. - XXE 
.... Urged on (or worse: Mr Hitchens thinks - 


Churchill got the Lusitania sunk in 1915 on 


ling's burdens and joined in British wars. 
Not always, nor at once: Mr Hitchens bi- 
zarrely attributes American isolationism in 
the 1920s to irritation with the botched in- 
vasions of Russia of which Churchill was t 
principal champion. Yet by 1939 ee x 
an bee 


elt 





j ed—the end of Britain's empire, 
nance for the United States—and he n 





‘sight of it, however much 
urned on the charm and pleas of kinst 
-.*' Churchill offers a rich seam of iron 
In 1921, as chancellor of the exchequer, 
ponderously warned the cabinet of the d. 
ger of war with America. In 1946 he gav 








lifting most of his ideas, says Mr Hitche 


that would obsess them, anticommuni 


Burnham. Churchill, for Mr Hitchens, 
the bridge across which the American 
sition from isolationism to interventioi 
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American right-wingers to this day. 

This book will do little to reassure those 
who fear that for Britain the special relation- 
ship was a snare. At every American deci- 
sion to intervene in the world, says Mr Hit- 
chens, "there has been a deceptively languid 
English adviser at the elbow, urging yes in 
tones that neither hector nor beseech but 
are always somehow beguiling." Maybe. But 
all those Old Etonians massaging egos on 
Massachusetts Avenue—what did they ulti- 
mately achieve for Britain? An ongoing epi- 
demic of Anglophilia among some Ameri- 
cans nostalgic for a class system based on 
something other than money. A sudden fe- 
tish for croquet, polo, brogues and Agatha 
Christie among the rich of the 1980s. And a 
string of Hollywood movies (thanks, Mr 
Korda) that convinced Americans that all 
Britons were like David Niven. 





Ford Madox Ford 


Something shifty 


Forn Manox Fonp. By Alan Judd. Collins; 
471 pages; £16.95. To be published in 
America by Harvard University Press 


(ess years after his death, Ford Madox 
Ford's reputation as a novelist should 
be solidly established. For his admirers it 
rests firmly on “The Good Soldier", the 
"Fifth Queen" trilogy and the Tietjens te- 
tralogy. But there are still a few doubters 
around. It may be that their dislike of the 
man colours their judgment of the writer. 
His, certainly, was an equivocal life, sub- 
ject then and later to much calumny. Some 
of it he brought on himself, for, as Stephen 
Crane observed, Ford was capable of pat- 
ronising God ighty. Some was unjusti- 


fied. The slack mouth, the slack belly, the 
slack morals and the long list of broken love 
affairs and friendships make it easy to think 





ill of Ford. He deserves reassessment. 

In Alan Judd, Ford has found a sensitive 
and sympathetic biographer who is willing, 
with reservations, to defend even his 
failings. As Ford himself was, Mr Judd is 
fully aware of the uncertain nature of evi- 
dence. So he seeks, as again Ford did with 
the characters in his novels, to create an im- 
pression of the man rather than to sit in 
judgment upon him. He recognises that 
Ford could be fascinating and, for a time, a 
joy to be with. One acquaintance compared 
his conversation to caviar, another to pure 
gold. He was a fine literary critic and editor, 
supporting, almost nursing, Joseph Conrad 
through his dark patches of creativity, and 
discovering and encouraging men such as 
Ezra Pound, D.H. Lawrence and, later, Er- 
nest Hemingway. Typically, however, both 
of Ford's ventures as an editor brought fi- 
nancial disaster to himself and to others. 
Throughout his life, calamity always seemed 
close at hand—though it never quite burst 
in full fury over his head, for he was ever 
careful to sidle out of confrontation. 

Plagued with neurasthenia and con- 
stantly living on the breadline, Ford dedi- 
cated himself to literature. Nothing else— 
and, more . significant, nobody else— 
mattered. This made him self-indulgent and 
egocentric, always willing to embroider the 
truth and, on occasion, to lie so as to convey 
the effect he wanted; conduct which he justi- 
fied by claiming that his impression of 
events was somehow more true, more real, 
than the facts themselves. 

Everything, then, centred upon Ford's 
consciousness. t was missing from the 
equation was conscience. There, one wishes 
Mr Judd, in his examination of the murky 
meanderings of Ford's life, had been a little 
less forgiving and more astringent. In the 
end, there is something shifty about Ford, a 
man, to quote his biographer, who was 
“promiscuous in his intimacies.” Many men 
and women—Conrad among them—felt it, 
and backed away from him. In the man as in 
his novels, one searches in vain for a hard, 
moral core behind the dazzling array of per- 
ceptions and prejudices. 





City sillies 


THE First LATIN AMERICAN Dest CRISIS. 
By Frank Griffith Dawson. Yale University 
Press; 281 pages; $30 and £19.99 


| od eet my backing for a new Bra- 
zilian credit raised some eyebrows. The 
loan was intended to cover interest pay- 
ments due on previous loans. That 
amounted, said The Times, to permitting a 
debtor to repay a creditor with his own 
money. Rothschild would not have under- 


taken such a peculiar deal had he not feared 
the Barings would if he didn't. 

The date of that transaction was 1829, 
and the amount raised was £800,000 (about 
£24m in today’s money). No one in the City 
of London would now think it odd to in- 
crease a borrower’s debt so that he can pay 
interest on an unrepayable previous debt; 
most Latin American governments borrow 
for that purpose year by year. 

In the late 1970s the world’s bankers 
were feverishly trying to find borrowers for 
the deposits that oil producers, suddenly 
rich, could not find ways of spending. Latin 
America’s governments duly obliged, leav- 
ing their successors of the late 1980s to re- 
negotiate (read: renege on) their debts. 

Just the same had happened in the 
1820s. There was too much loose cash about 
at the start of the decade, when loans raised 
to pay for the Napoleonic wars were repaid 
and replaced with peacetime stock at | 
rates of interest. Financiers grabbed fo 
high yields offered by the embryonic states 
that were then emerging from Iberian rule in 
Latin America. 

Mr Dawson tells of that quick, rash 
boom, and the long, sour bust that followed. 
He is not the liveliest of writers, and is ham- 
pered by poor proof-reading and a poor in- 
dex. But he mines a rich vein of criminality, 
gullibiliry and decent notions gone mad; Sit 
Gregor MacGregor, self-styled Cazique ol 
Poyais, successfully marketing the bonds oi 
his non-existent state; the Scottish milk 
maids sent out to churn the surplus milk o! 
Argentina's cattle into equally surplus but 
ter in the summer heat of Buenos Aires. 

Much of the money raised for invest 
ment never reached the borrowers. The 
City loaded its generosity with expenses 
charges, commissions, discounts and Messr: 
Ackermann's printing costs. In 1824-25 th: 
practically non-existent government O 
Mexico assumed a total foreign inde 
ness of £6,400,000, by deals that transfe 
to Mexico just £2,549,137. Things do no 
change much. 

Between the 1820s and the 1970s th: 
brief booms arrived at half-century inter 
vals. The long decades between were bust al 
the way. London, each time, was Latii 
America's lending centre (using, by th 
1970s, offshore dollars rather than pounds, 
Even the names linger on. In the 1820s pec 
ple called Rothschild, Baring, Barclay an 
Goldschmidt were issuing Latin America: 
paper, and picking up the pieces when th 
borrowers failed to pay. 

In each boom, borrowers diverte 
development loans to strengthen their a 
mies or buy French chateaux. Each time, th 
capital markets, freshly regulated to avoi 
previous abuses, fell to fresh forms of hyp 
or fraud. The 50-year cycle of folly mark 
perhaps, the time it takes for once-bitte 
bankers to reach retirement. In the 2020 
perhaps, bright young bond salesmen ma 
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bestir themselves again to help governments 
raise money on the security of non-existent 
El Dorados. If the study of history has not 
been quite done away with by then, this 
book may help some of them avoid the er- 
rors that it foretells by hindsight. 





The flight from communism 


Before and after 


OPENING THE Soviet System. By George 
Soros. Weidenfeld and Nicolson; 163 
pages; £20. 

LIGHTING THE NIGHT: REVOLUTION IN EAST- 
ERN EUROPE. By William Echikson. Sidgwick 
& Jackson; 295 pages; £16.95. 


F YOU have recently bumped into a Hun- 

ian on sabbatical at an American uni- 

ity, a Russian at a conference, or a Pole 

doing a lively research project, they may all 

have something in common: ing from 

Mr George Soros. Through his various 

foundations, Mr Soros—a Hungarian-born 

New York financier turned philanthro- 

pist—has done as much as anyone in the 
West to help Eastern Europe break free. 

He spotted that a little hard currency, 
wisely used, could do a great deal to open up 
the closed world of communism. And he re- 
fused to be deterred by hostile bureaucrats. 
Especially in Hungary, Soros money was 
quietly distributed to experimental schools, 
independent clubs, cultural and research 
projects. These were seeds of civil society 
that helped crack the communist concrete. 

The liveliest part of his book describes 
how Mr Soros got it done. But it is not with 
his own achievements that he is most con- 
cerned. Amid much skippable theorising, 
he offers a passionate message: help Gorba- 

. The Soviet Union, he argues, will not 

able to transform itself into an open soci- 
ety if it is left to its own devices. The West 
should help by providing aid, starting with 
"as little as $25 billion" to help stabilise the 
rouble, plus a hand in launching an East Eu- 
ropean payments union to help the coun- 
tries of the former Soviet block get over the 
2ollapse of the Comecon trading system. 

Mr Soros's most powerful argument is 
the apocalypse that he foresees if the West, 
as he fears it will, fails to act: “If and when 
the disintegration of the Soviet Union turns 
nto civil war, millions die and a few nuclear 
iccidents occur, the benefit of preventing 
hese things from happening will be 
»bvious."' 

Since the help-Gorby crusade is now led 
yy no less a figure than Mr Helmut Kohl, 
erhaps Mr Soros is mistaken in thinking 
hat the West will not act. Perhaps he is also 
nistaken in thinking that big western aid 
vould really do the trick. The outstanding 

uccess of his own East European work has 
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Goodbye and good riddance 


come from spending modest sums on man- 
ageable projects; $25 billion spent on the 
rouble might not bring such returns. 

While Mr Soros was busy helping to 
shape the revolution in Eastern Europe, Mr 
William Echikson was busy observing it. As 





a journalist writing for the Christian Sci- 
ence Monitor and other publications (in- 
cluding The Economist), he has spent the 
past few years travelling there. His book is 
an energetic description of the drama that 
unfolded, by—as Vaclav Havel describes 
him—"one of the few western journalists 
who not only wrote a lot but really cared”. 

More exactly, it is a description of the 
cast of characters. Not just the stars—the 
Walesas, Havels, Pozsgays—but also the bit 
players, each with his own personal drama. 
There is the Czechoslovak apparatchik try- 
ing to adapt to a changed world. There is the 
young Hungarian who refused to accept the 
status quo: "Democracy works in Western 
Europe... Why shouldn't it work here?" 
There is the Hungarian policeman who, af- 
ter Imre Nagy's reburial in June last year, 
came to the home of a man he had arrested 
three years earlier for trying to lay flowers at 
Nagy's unmarked grave: “Please excuse me, 
what | did was so stupid." There is the 
Schultz family who fled from East to West 
Germany last year: “I contributed 38 years 
to East Germany—for nothing," says Mr 
Schultz. "There is no way I will be a labora- 
tory rabbit for any new experiment." 





East European writers 


Freedom is hard to handle 


EAT European authors are understand- 
ably elated these days; but there is an 
underside to it, well expressed by Vaclav Ha- 
vel. Soon after he came to power, Mr Havel 
joked that he might ask his country's new 
government to send him back to jail for two 
days a week, to regain the outside perspec- 
tive that a writer needs. The end of commu- 
nism will not necessarily liberate an artistic 
imagination tempered by repression. Those 
who by force of circumstance were “dissi- 
dent" writers have a new part to play. They 
are not quite sure yet what it is. 

Among the political prisoners freed in 
Czechoslovakia are Ivan “Magor” Jirous, 
poet, critic and former artistic director of 
the Plastic People of the Universe; Frantisek 
Starek, editor of a samizdat quarterly, 
Vokno; and Jiri Ruml and Rudolf Zeman, 
editors of an influential underground jour- 
nal, Lidove Noviny. But with de facto press 
freedom— permission to publish is still re- 
quired, but readily granted— dissident writ- 
ing and samizdat publishing in Czechoslo- 
vakia are things of the past. 

The most dramatic changes for the un- 
derground will be not in what is published 
but how. That, says Jachym Topol, editor of 
Revolver Revue, an avant-garde literary 
magazine, "will more closely resemble west- 
ern publishing." 

Hungary is discovering what this means. 
Two years ago it had only 20 active publish- 


ers; now it has 400. Virtually anyone can set 
up a publishing house once the government 
been notified— provided he can pay for 
authors' advances, printing, paper, binding 
and distribution without a state subsidy. 
And anything goes, from politics to pornog- 
raphy, the two most popular subjects. 

Miklos Haraszti, author of "The Velvet 
Prison: Artists under State Socialism", be- 
lieves his fellow-writers will have trouble ad- 
justing to a market culture. "There's an al- 
most Stalinist nostalgia for the times when 
artists were paid by the nation," he says. 
"Being political will not in itself be as much 
of a virtue. The typical dissident novel, with 
its neo-romantic portrait of a hero engaged 
in the struggle for human rights, will proba- 

ly disappear as a viable publishing genre." 

Ryszard Kapuscinski, a Polish journal- 
ist, agrees. "We can't talk about dissident lit- 
erature any more," he observes, “except as 
an historical phenomenon which prepared 
Eastern and Central European societies for 
the revolution of 1989." Writers, he thinks, 
will have to break the habit of speaking the 
Aesopian language of Orwell's “Animal 
Farm", and learn to communicate directly. 
"The new era should spur an interest in lit- 
erature as literature." 

With more than 1,000 publications 
flourishing underground during martial law 
in the early 1980s, Poland had the widest 
and most sophisticated samizdat network of 
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ny. Former dissidents now run-legal pub- 
shing concerns. Yet pre-publication cen- 
sorship was ended only this January. "I want 
o jump over perestroika to real freedom," 
jne publisher lamented to Publishers’ 
"Weekly. Only in May did freedom arrive. . 

*. Though books had to survive ferocious 
scrutiny before the state publishing house 
would put them out, Romania had no 
- samizdat. Even typewriters had to be regis- 
“tered. Now that censorship has been lifted, 
Norman Manea, a novelist and visiting pro- 






Underground art 


| eae underground railway sys- 
| Jus tem is famous for its fixtures; things 
< like rolling-stock that doesn't and esca- 
J— lators that can't. But time-warped travel- 
lers can at least enjoy staring at its walls. 
Since 1986 state-owned London Under- 
ground Ltd (LuL) has commissioned 
.. more than 40 original paintings to repro- 
_ duce and paste among the (ever-wordier) 
-ads as posters of its own. TE 
| -Most are by worthy but little known 
artists. But connoisseurs among the net- 
work's 3m-daily users may raise an eye- 
: brow at one of the lates: commissions— 
“Highgate Ponds” by Howard Hodgkin, 
a contemporary and (extremely) abstract 
` painter. Some people reckon him one of 
o Britain's most important postwar artists. 
. He is certainly one of the most expen- 
sive. His “The Garden of the Bombay 
J Museum”, for example; is now on offer 
..at $950,000 at London's Waddington 
C Galleries. A gouache-on-board painting 
. like the original of “Highgate Ponds” 





be better spent on trains! — 1 
Not so. It will not say how. much it 
paid Mr Hodgkin, but the sum was prob- 

- ably less than a tenth of his work's mar- 


v Nee wn res ana rd 


might fetch $90,000 on the open market. 
Is LUL hurling money at artists that could 
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fessor at Bard College in New York, sees the 
emergence of a new literary genre of self-crit- 
icism, which. will examine what happened, 
why, and who was responsible. 

Like the postwar German writers who 
called for a cleansing of Nazi-dirtied lan- 
guage, Mr Manea sees the need for a 
revitalised Romanian tongue in which codes 
are no longer necessary. "There will be a re- 
turn to literary values and to the big ques 


tions about humanity,” he says—with relief. 


ket value. Other deals have been simi- 
larly canny: In return, the artist gets 
terrific publicity: some 6,000 copies of 
each poster (plus reprints) are run off, 
reaching a far wider audience, many of 
them tourists, than the mere 4% of the 
British public who visit an art gallery 
each year. LUL gets to own the original 
and the copyright, but agrees never to let 
the painting on to the open market. 

. Mr Henry Fitzhugh, LUL’s marketing 
director and the man behind the art ex- 
plosion, says that all this is a cheap and 
cheerful way of filling unused advertising 
space—the Underground used simply to 
stick black paper over vacant hoardings. 
LUL’s upmarket posters cost it only 
£40,000 ($73,000) a year in commis- 
sions—as much as, say, three or four 
steps on a brand-new escalator. | 

Better still, says Mr Fitzhugh, in LUL”’s 
ownership the commissioned paintings 
are well and truly in the public domain, 
being regularly lent to exhibitions and 
galleries. So the original Hodgkin is per- 
haps on display at the much-heralded 
“Undergound Art" exhibition at the 
London Transport museum? Actually, 
no. At this moment, it is on Mr 


Fitzhugh's office wall. 








Oil on canvas © 
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PARIS 


"T DON'T know why he took that one," 
said the assistant at the tiny Hébert 
museum in Paris, a victim of one of the re- 
cent thefts that has shocked France. “It was 
a very pretty Italian girl, but there were lots 
of others he might have stolen. Perhaps be- 
cause it wasn’t under glass...” According 
to a recent Musées de France report, thieves 
do not look for trouble when they set out to 
steal art. They steal what is easy to steal. 
France is only now learning that that is true 


_of far too many of the exhibits in what news- 


papers deride as its “take-away museums.” 

The immediate reaction of Mr Jacq 
Sallois, the director of Musées de B 
was to close all the small museums in Paris, 
except to supervised tour groups. This 
meant shutting up such rarely visited places 
as the Hébert museum, where only seven vis- 
itors were recorded on the day of the theft. 
The museum is an ornately decorated nine- 
teenth-century town house, full of nooks 
and crannies that must be a nightmare for 
the museum attendants. 

The Hébert thief needed only a couple 
of seconds, say police experts, to slice the 
Italian girl's portrait out of its frame. The 
same method had been used earlier that day, 
July 4th, at the Louvre. The third theft of 
the day was even easier. The thief at the 


Carnavalet museum simply lifted a seascape 


by a minor nineteenth-century artist, Paul 
Huet, straight out of its frame. 

If things are so easy in the capital, how 
must provincial curators feel? "We are terri- 
fied," says Mr Georges Vigne, the curator of 
the Ingres museum in Montauban. Fran 
museum guards are plainly not up to the jOP, 
he admits. Until now, there had been no se- 
curity expert sitting on the board of direc- 
tors of France’s museums. These widely 
publicised thefts have changed all that. Now 
a security director, a police professional, will 
work-out security plans with museum per- 
sonnel, a project that had never before been 
undertaken. “We will have to be more care 
ful,” says Mr Sallois, “though it may be at 
the expense of courtesy.” In Paris at least 
few tourists would notice that. 

The recent losses were in fact a modes! 
penalty for decades of negligence. The Lou 
vre lost a middling Renoir portrait; the 
other two pictures were a very minor Héber 
and.a frankly poor Huet. The price may b: 
worth paying, if it means that in futur 
France's thousands of significant works o 
art will be better protected. And a certair 
amount of shock in the smug curatoria 
world can only be regarded as salutary. — 





UNIVERSITY OF ABERDEEN Es 
Department of Economics mE The Netherlands International 


TEACHING ASSISTANT Institute for Ma 


(TWO POSTS). |: EIE MEUM qs iate. 
ne | | MR professor : 
cations are sought Bom economists with a good first rre Macro Economics 
'eree and. probably a higher degree in economics for the | o j pce 

above posts. One post is tenable from 1 October 1990 to 31 do eo Behavioural Science e. Operations — 
May 1991 and the other from 1. October 1990 t0.31 July | | - - Finance 0 Strategic Management 
.1992.. In. both cases there will be opportunities and. l7) “4 "— Sf Required à PhD in. respective ` 
l encouragement for research. Salary will beat'an appropri- | f i: Business experience anda | 
ate point on the Lecturer A scale: (£12,086-£16, TSS). EN E UE Fat ame. research:record. om oes 
. Further a details are available from Professor P. J. Ea lication | oe ee grigio sho s 
forms are available from the Person 
Aberdeen, Regent Walk, Aberdeen 
34/3500) to whom applications” (two c 
turned bby 20 Augu :1990 quotin 


In Price Waterhouse Privatisation. Sevites ; The success of the team means we now want . 

there is a dynamic t group of individuals who are . more graduate Quali ifie nomis sista 

solely concerned with strategic, regulatory and ^ manager and manager evel. Aged up to 35 and. | 
competition issues. Much of thís work is »  , 8graduate; you will have worked a an Economist zs ge 
conducted by economists working alongside —  for.at least five years in alarge Commercial <= = 
accountants and other business advisors. in . organisation, the public sector, central- 

multi- "disciplinary teams. — D government or a Tegulatory body - 


Working with our network of PW offices. at home. . You can expect an excellent salary and. benefits 


and abroad, we undertake a wide range of —— package that will match your expertise, cluding 
challenging work in many industries throughout à car at manager level. We also offer real ~ 


ine UK. Eastern Europe and South-East Asia for: opportunities for career progression that could 
regulatory bodies. 'Some of the issues we deal : B 
with include relationships between costs and. - Please send ; a brief CV: to Mike i Jéntinjs. 
prices, the impact of market structures and : quoting reference EC/070/074. at 
competition.on economic behaviour and. of ^ Price Waterhouse. Southwark Towers, 
Course, identifying practical, effective solutions : 32 London Bridge Street. 

to these Strategic business ears. — ^ . London SE1 9SY. 


|] aten t0use 


OFFICES IN LONDON ABERDEEN BEVERLEY P BRISTOL CARD FF Foineunce GLASGOW HULL LEEDS LEICESTER LIVERPOOL. MANCHESTER - MIDDLESBROUGH 
NEWCASTLE NOTTINGHAM REDHIL . SF ALBANS SOUTHAMPTON WANUSOR ASSOCIATED FIRMS | HELL eae THE CHANNEL ISL ANDS AND THE | St E OF MAN 















EDUCATIO 


MANAGEMENT SPECIALIST 








ELOPMENT AND 


Florida State University invites af plications for EDUCATIONAL DEVELOP- 
MENT AND MANAGEMENT SPECIALIST to serve as Chief-of-Party for a 


resident in Haiti, — 


PhD or equivalent experie 


tion. Experience. 


am) pr rr 


Preference w bo guanto candidates with a knowledge ‘of computing and statistics, and 








in. managing 
countries mandatory. Fluent Fr 
32306-4041, USA. — 
«FSU as an 


private sector educational 


Equal Opportunity, Affirmative Action Em yet: Ai 


evelopment project in Haiti. Two year position 


nce in educational development and/or administra- 
ing technical assistance-type projects in developing 
tench required. ———— 

by 1 September 1990 to IEES/IIBE Project, Learning 
204 Dodd Hall, Florida State University, Tallahassee, Fi 













be adv . The appointment is for three 


years. Salary scale £10,458-£16,665 per annum (pay award pending). Superannuable, 


lars from the Senior Assistant Registrar, Ref 







































employer. Closing date 17 August 1990. 


University of Oxford 


©- DIRECTOROF . 
FINANCIAL STUDIES 


Queen Elizabeth House 


The Finance Industry and Trade Centre at Queen Elizabeth House is 
seeking a Director of Financial Studies to participate in the 
management of the Centre, supervise and initiate research projects, 
undertake fund-raising, as well as engage in his or her own 
research, — E P 

. Candidates should have a strong record in finance and develop- 
. ment, with particular reference to financial systems in developing 
countries, and the relations between those systems and internation- 
al capital markets. Practical experience of those countries, interna- 
tional agencies and banking would be decided advantages, as 
would also be proven skills in fund-raising for research and 
programme/institutional development. mE 

The position is funded for five years and the salary will be in the 
region of £24,000 (under review). The appointment will com- 
 mence from October 1990 or as soon as possible thereafter. 
Candidates who come y on secondment from existing posts 
will be welcome. — T : dE 
Applications, including the names of three referees, should be sent 
to the Assistant to the Director, Queen Elizabeth House, 21 5t 
Giles, Oxford OX1 3LA, telephone 0865 279600, from whom 
further particulars may be obtained. | 

The closing date for applications is 1 September 1990. 


] An Equal Opportunity Employer o 















The Scottish Agricultural College 
Edinburgh 


RESOURCE ECONOMIST 
. - {Grade IVAN) 


Three year rolling post 


Applications are invited for the post of resource economist in the Department of Rural 
Systems and Management. It is intended to fill this post with a candidate with a strong | 
interest in the application of resource economics to rural resource management — 
problems. The successful candidate will form part of a research team which is 
investigating and modelling adjustments in the rural ‘environment and its associated 
socio-economic systems as a consequence of national and regional policy change. They 
will also be required to teach related courses at both degree and diploma levels. 
Candidates for the post must have a degree, and preferably a postgraduate qualification 
in Resource Economics, Agricultural Economics or a related field. 

Salary will be in the range £9131-£17,442. 

Further details and ap lication forms can be obtained from the Personnel Unit, 
Scottish Agricultural College, West Mains Road, Edinburgh EH9 3JG, or by phoning 
Dr Murray rex n3 at 031-662 4395. Closing date 10 August 1990. Please quote 
reference VAC 27/90. ] | : 
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he University of Sydney 
(4 positions) 



























{|| Department of Government and Public 
B . Administration 


The Department of Government and Public Administration is 
| seeking to fill four lectureships, two of which have become vacant 
H due to staff movements and the other two due to expansions of 
4 demand for undergraduate and postgraduate places in compara- 
| tive and international politics. 
Applications are sought from suitably qualified persons with à 
j primary interest in one of the following four fields: 
J 1. international Politics (Reference No. 23/04) Preference may 
; be given to applicants with expertise on the economic 
dimensions of International Relations. (Tenurable Lectureship). 
2. Comparative Politics (Reference No. 23/05) with 
specialization in the field of political change in advanced. 
industrialized societies, especially European. Applications from 
scholars with specialization in other industrialized societies (eg. 
Japan) would be welcome. (Tenurable or 3 year fixed term 
lectureship). - M" | | 
3. Political Sociology/Political Theory (Reference No. 23/06) 
S ization in race and ethnicity may be given preference. 
E (Tenurable or 3 years fixed term lectureship). 
E 4 Comparative Politics (Reference No. 23/07) with a 
4. specialization in Asia-Pacific region and familiarity with 
development issues. (3 year fixed term lectureship). 
Each of the appointees will be expected to teach thematic courses 
from introductory to postgraduate levels in the field for which they 
4 apply and will also contribute to the Department's introductory 
j courses in politics. 
The University reserves the right to select more than one 
candidate in any of the above fields of the discipline, and not to 
proceed with an appointment in one of the others. l 
Further information from the Head of Department, Associate 
Professor Michael Leigh FAX +612 552 3105. a 
Salary: A$33,163-A$43,096 per annum. b 
Method of Application: Applications quoting Ref. no. and 
including curriculum vitae and the names, addresses and FAX nos 
of three referees to the Registrar, Staff Office, The University of 
Sydney, NSW 2006, Australia. FAX +612 692 4316. 


Equal employment opportunity and no smoking in the workplace is 
| University policy. 
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PROFESSOR 

-OF ECONOMICS 

- PROFESSOR 

OF FINANCE 

.— AND ACCOUNTING 

EE (Two Positions) 

* The Vice Chancellor invites applications 
i fom suitably qualified men and women 


for - he. — following prestigious 
"Appointments: 


of Economics in the Depart- 


ment of Economics and Marketing (Va- 










f positions call for applicants with ad- 


‘priate disciplines, 


would be an advantage. 


background in academic management 


Marketiria De "s 
.currently has a staff of 12 academics - 


"including a Professor of Marketing who is 


serving à term as Head of Department. | 


Od and research interests of the 
stoff include. Agricultural. and Resource 
Economics, Macro and Micro Economics, 


Agricultural and Resource Economics, | - 
Econometrics, Marketing and Business | 


Management. 
The Accounting and 


currently. has. astoff of 13 academics | 


including a Professor of Real Estate, Valu- 
ation and Property Management and a 
Professor: of Finance and Accounting 
(presently Head of Department who has 
recently resigned his appointment). Teach- 


ing ponet Accounting, Finance, . 


Valuation, Real Estate and Property Man- 
agement at both undergraduate and 
graduate levels, The Department hos 
strong professional links and conducts 
calo borave research work with industry 
and government agencies. 


ity, popularly referred to as 


New Zealand's newest University because 


of the recognition given to itin 1990 oson - 


autonomous University, has a history 

ioning. 112 years. It is a highly progres- 
T expanda institution focusing on 
lowing brood areas of teaching and 








natural resources; science and engineer- 
ing, social sciences, The 5Oha campus is 
21km south of the City of Christchurch. 
There are approximately 2,000 students 
on Campus and a staff of over 500. 


Solan will be paid at a step in the range of 
NZ$77,000-N2$96,000 per annum. Sdi- 
aries ore reviewed annually. Expenses 
incurred in.taking up the appointment will 
be reimbursed up to specified limits. Gov- 
ernment Superannuation is available, 


Christchurch is the third largest city in New J 
Zealand, the largest in the South Island ]- ` 
with a population of approximately | 
300,000 people and is served by direct | 


international hg from Australia, Asia 
United States of America and the United 
Kingdom. | 
Further information about the position in- 
cluding details of the structure and oca- 
demic lunchen: of the Department, appli- 
cation. procedure, evel and removal 
expenses, housing assistance and condi- 
ions of appointment are available from 
he Registrar with whom applications close 
in 30% 

elev 






. . BOTSWANA TECHNOLOC 


ced University degrees in the appro- | 
^ i with distin wished re- f IE ag Ue. a. : SENA a". =i yo 
cords in teaching and research. A sound. The Botswana Technology Centre (BTC) is a government funded organisation involved - 


manufacturing, building/construction and energy sectors; technical assistance and advice 
-to the public and private sectors on technology transfer and suitable technology choices; 


_ will be conducting detailed techno-economic and cost benefits analyses, as well as 


| Responsibilities will include making recommenda l ins to the Managing Director and 


research specialisation: Commerce and | 
management, primary production and . 


„allowance, medical aid, leave allowance and entertainment allowance. 
_ Expatriate staff are entitled to a tax-free gratuity of 25% of gross earnings (salary plus 


. MSL Advertising, Recruitment Resources, 32: Aybreok Street, London W1M 3JL. 


 WGH/161 should be quoted in all correspondence and the closing date for : 










VACANCY FOR THE POSITION OF 









echnology) invi d 
fficer of the Bo. 



























Private Bag 0082,Gaborone, Botswana _ 





in technology development and information dissemination. The BTC's activities within 
these two principal areas are the evaluation and promotion of technologies for the 


and the collection, documentation and dissemination of science and technology 
information of relevarice to the people of Botswana. 
The BTC now has the following vacancy: 


TOR ECONOMIST 



























As a member of the management team reporting directly to the Managing Director, you 
studying the application and development of different technologies at the micro and 










- clients o ino-economic. viability of particular technologies and working 


I staff to initiate and eval 





technology based development 
! HOLE | 1 Government: Ministries on the 
integration of Science and T echnology into development projects. 









The successful candidate will hold a Master's degree in Economics, with specialization 
in Development Economics, with at least 7 years’ experience as project officer or 
equivalent. In particular, you: should have experience of the economic evaluation of 
industrial related projects with an emphasis on cost benefit analyses of choice 
technologies. g | 2 5 cw 2 

Salary £9,025 - £9,717 (per annum) + £17,298 inducement allowance (per annum). 
An attractive package is offered with the normal range of benefits including housing, car : 


inducement allowance) over the contract period and relocation expenses. 
Please send a full cv with details of 3 referees to our consultant Wendy Hamilton, 





Alternatively, for further information, please call her on 071-487 5000. Reference 






application is 17th August 1990. 
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| UNIVERSITY OF C 
GUINNESS PROFESSORSHIP 
Applications are invited for this newly- stablished Chair. The 
person appointed will work with the Director of the Institute 
of Management Studies in building research work in manage- 
ment studies in the University, — : 
Pensionable stipend £32,408. — "EF CE 
Further information from the Secreta General of the Facul- 
ties, General Board Office, The Old Schools, Cambridge CB2 


1TT, to whom applications (10 copies), marked ‘Confidential’, 
referees by 21 




















































BUSINESS DEVELOPMENT 
MANAGER - 


Required by public company to oversee development and 

| management of funcs on behalf of Middle Eastern 

- investors. | : 

¿| Applicants must have background in economics or invest- 

| ment analysis. Fluency in Arabic and English. required. 
-Previous relevant work experience in the Middle East 


would be distinct advantage. 


Preferable age: 25-28 with high academic qualifications; 
must be free to travel at short notice. 





The Centre for Business Strategy is looking for one, or 
possibly two, Research Officers. Successful applicants will 
join a 15-strong team at the Centre to work, under 
supervision, on a variety of projects in the field of applied 
economics. The Centre was created in 1982 ‘to provide 
research of the highest academic standards into the factors 
affecting companies’. competitiveness and related public 
policy, and to disseminate its findings beyond the academic 
P addis d ME. ME 

Applications will be welcomed from candidates with a 
background in economics. The post can be tailored to suit — 
anyone from a recent graduate to someone with a masters — 
degree. An initial contract of two years will be offered, with 
the probability of extension: — 000 09 BAe 

: Applications and CV, together with the names of two. 
referees, should be sent to Evan Davis at the address below: 












Evan Davis, Centre for Business Strategy, London Business School,| 
Sussex Place, Regent's Park London NWI 45A. 
Telepho: Q. Faxr 


Me 
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BALLIOL COLLEGE, OXFORD OX1 38) 
SENIOR RESEARCH FELLOWSHIP 
IN MANAGEMENT 


Applications are invited. from men ànd women for a Senior Research Fellowship in 


Management, at Balliol College. The appointment is for three years from Januar 1991 or 
another mutually agreed date. The University is also currently considering the esta lishment 


of a new School of Manageme nt. If this occurs, the holder of the post now advertised would be 
able to. apply for appointment tó any new post which might be offered jointly by the College 
and the University in conjunction with the establishment of the. oew School. A background 
which includes Engineering or Economics, or both, may be an advantage as would a 
willingness to undertake a certain amount of teaching, but these are not essential 
requirements. AE eai ` T Ey l 
ipplications, including a curriculum vitae, should bé submitted by 21 


1550 to the College Secretary, Balliol College, Oxford OX1 3B}, from whom further 


details may be obtained. | 


BALLIOL COLLEGE IS AN EQUAL 
OPPORTUNITIES EMPLOYER 


BEN essc OMNES 


|. ST ANTONY'S COLLEGE 
UNIVERSITY OF OXFORD 


Applications are invited for one-year Fellowships, tenable in the 
academic year 1991-92 at the. College, for individuals of any - 










intere 


enclosing | e 
St Antony s College, Oxford OX2 6JF, to arrive not later than 30 


September 1990. — 













Ph.D. or Ed.D degree programs. Enty at any 
S e dogos popu D E N 
€—— a la Advanced credit given for prior learr 
ing/experience. No classes to atten: 
For catalogue/details, write; Fairfa 
University, Dept EC, 2900 Energ 
Centre, New Orleans, LA 70163 USA. 


m Your doctorate can make a difference. 
Without interrupting your career, earn 
your doctorate in Administration/ 
Management, Education, Health or 
Human Services. 

@ Build upon your professional experience 
while working with nationally recognized 

faculty toward your doctorate. 
equivalent 





“BACHELOR, MASTER, DOCTORAT 










(800) 444-5795 or (612) 338-2921 





IMPOSSIBLE TO SPEAK ENGLISH! 
Yes, learn the language of your choice in the » 
country of your choicein your private — — 
teacher's home. . Reset ce 
HOME LANGUAGE INTERNATIONAL — 
Reservations Office, 3 High Street, St. Lawrence, 
Ramsgate, U.K. Tel: (0) 843851116. = — 




















The most renowned school for French 


INSTITUT DE FRAN CAIS 


Daily 8.30-17.00 with 2 meals | 
For adults. 8 levels : Beginners I to Advanced’ n 
an INTENSIVE "COMPLETE IMMERSION" course on the Riviera 
m Next 4-week course starts 3 SS soraó 4 procu all year: 


ie/Mer- "EG2B, France Tel93 301 Fax33769217 H 

















EXTERNAL UNIVERSITY DEGREE 


BACHELORS + MASTERS - DOCTORATE - * PLUS LAW 
Full credit for work & life experience. No residency required. 
SEND RESUME FOR NO. COST. EVALUATION .. 
LA SALLE UNIVERSITY © DEPARTMENT 6. - 

Mandeville. LA 70470-4000 USA” ` 
Phone 504-624- 9932 rar 504- sae 8931 ey 


FIC WESTERN UNI ERS! ITY 


Prone: FUP E ^ 2 Mm ans TF 


PACII 






INTERNATIONAL 
COLLOQUI UM © 


17-20 April 1991 one, 


~The purpose of this three-day residential iaia is to discuss - 
papers presented by authors which will peat! to financial managers k 
And controllers in financial institutions such as insurance companies ` 
"and investment managers. The subjects to be discussed dias 
^ Financial Risk 
X Institutional Investment - 
¿x Pricing Models and T 
ok Practical Applications. 


-AFIR is the financial section of the International Actuarial Association E 

_(IAA). Its purpose is to address those financial and investment issues ` 

and risk which are of concern to actuaries and to promote cross- 

. ffertilisation between the actuarial profession and financial decision a 

“makers. The Colloquium is open to anyone whoi is interested i in these 
subjects. 

Further detalis obtainable from AFIR Colloquium Secretariat, E 

< institute of Actuaries, Staple Inn Hall, High Holborn, London DE 

J -"WC1V € 071-242 0106. Fax: 071-405 2482 id using. 
the Tonm 


t 
H 
| 














Tel: 












Both. thse challenges are Ein to your TEE : 
.. GHN can help you meet them by creating a personal 
development program: me tailored to suit each individual : 
executive. . 
Each programme is one-to-one, aiiai aid 
highly cost-effective. Why not consider it for your top 
people now? Call 071-493 5239 to arrange | 
an exploratory discussion. € Y. 






















l6 Hanover Sq ^ D THE 
PERSONAL 

London WIR 9AJ. DEVELOPMENT 

071-493 5239 CONSULTANTS 












Evening Finance Programmes 
Starting October 1990 

Corporate. Finance (32 evenings over three terms). The 
programme provides : a thorough coverage of the groundwork and 
current issues in corporate finance. Primary topics are accounting, 
investment decisions, and financing deci isions and the capital marker, 

Investment Management (21 evenings over three terms). This 
programme enables investment professionals to acquire a fuller 
understanding of modern. ean He techniques. The three terms cover 
equity portfolio manager: ent, bond portfolio management, and new 
financial instruments. 

Tuition on these programmes is led by Professors Richard Brealey 
and Julian Franks, Dr Elroy Dimson and supported by other key 
members of London Business School's internationally renowned 
Institute of Finatice and Accounting. 


To reserve a place.or request a detailed brochure for either of these 
programmes contact Sue Park at the address/number below: 
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OR de o we me ta se e aa A ou la wm aae m ee ei ee des me 







4494499349446 02 $eqa4bariàosveuAS4enqé»sqetAbqua 7| 
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Trieste esie sde os ena übreekhRvsverecapussaekpavhészon Bévkssuessqeesmevecseeassanotuvsasconucag 7 
UERENOMITNO UM eed etre ssverec iustis amsesusverte a adu VeLVrsésresusrcaly Tr AR RE Resa USD PEE e argu iul 


TEPECI T oT ee ph eet REREAD SMES ARES abes ARV VOY KR ineo LEER ERES S ORVU E od dede daa Sao e wr Reda Ped ped ars 


BERTH RA KES ANE E EER AEE 


Executive Edacatitn Office, Londen: Business School, 


Sussex Place, Regent’s Park, London nist 48A. 
Telephon: 071- 262 13050. x: 071 





















fanguage? 


With Audio Forum's intermediate | 
and advanced materials, i's easy g 


TTT *. 
RN uM 
À en 


N*1 in "Educational Software 






We offer introductory and and advanced materials 
in most of the world’s MANAQNE. French, Ger- 


l " COMPUTER PROGRAMS 
Mandarin, - 











































the XY 23 VOCAL CARD 


or 


s individuals and Companies 
EDUCIEL 


THE LANGU AGE SOURCE 
Suite N1, 31 Kensington Church Street, 
london W8 4LL 


T:53.91.44.28 Fax: 53.91.48.80 


ota puy nette man s emi Viri P tt se a Ser ttim ronem 





JE "TANSDOWNE 
: CAMPUS 
- UNIVERSITY KENSINGTON 





BA 


Long established American University now offers fully 


Je BA/BSc Degree programmes in Management, Marketing, 
Economics & Finance, Computer Information 


E MBA 
and part time (2 years). 


TEL: 071-581 4899. 


^ aar, Ta A siete Pre yer rep NONE S a VARI re dll tree i atr naar mA tamen! rimaran sai ananena ritmo aranin ht e 


[ ACHIEVEMENT 
ISA MATTER | | 
OF TIMING. 


Fitting a management course 

into your busy work schedule depends 

on petfect timing, 
| On the highly flexible Henley 

course you re never away from your 
[2 desk for more than one week’ at a time. 
|. Four one week modules are tailored to 
. individual requirements, letting you 
^ study in your own time and. place, at 

. your own pace, and: structured to fit in 
with vour working | life. - | 
| The course is designed primarily 
^. for people already in management who 
| aretooking to develop their skills. 

| It requires no formal lacademic — 

qualifications, and sets vou on the path 

toa Henley Management am 
and an MBA. 





THE NEW HENLEY MANAGEMENT COURSE 
Be FEL DEM & PEOPLE ~ BE EL DENG Bio SiN ESS 
JUGE 





For details contact: Liz albe 

Henley The Management College. Greenlands, H E N L E Y 
Henle-on- Thames, Oxfordshire RGB 3AU, England... 

lo BROH 571454 ac 79085 Gase 4 dy Ti 

i (international) *44 ni THA nas uL» gem sa i C 0 |! 
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FRENCH STUDY AND TRAINING 
Games for learning French using - ` 


from Beginner to Advanced levels. — 


B.P 180 24490 LA ROCHE CHALAIS — 


| f accredited degree courses at its Lansdowne Campus in Kensington. | | 


Systems, European Studies, Humanities and Fine Arts. 
asters in Business Administration.Full time (1 year) | | 





Contact: Director of Admissions, 3/5 Palace Gate, London wes 515, England. | 





MBA & GMAT 
ADVICE CENTRE 


For choosing an MBA course we Su 
rankings and guide books, To help wit 
GMAT we sell the Official Guide, practice 


, Taking the GMAT or rGRE 


| exams? 


We CAN help 


Write to: 


| Graduate Tutorials, GTAC Associates 
 FREEPOST, London W5 4BR. 
| Tel: 081-993 3983 


papers and one day courses. 
“London sr areca 8, Manchester 


For immediate attention contact | 
PasTest UK. Tel: 0565-55226 bec 
Fax: 0565-50264 









drug dealers. he bought at a US reas yvenwqene peau 


 TBOUGHT A $50,000 BOAT 
FOR ONLY $10 


_. PROFIT FROM U.S. GOVERNMENT DRUG SEIZURES - 


Ho would you like a new house or car, courtesy of the United States Govern- 
ment? Government officials are seizing automobiles, boats, computers, homes 
and other real estate from drug traffickers. .. 

Then, the U.S. Government resells their merchandise and property at.public and 
sealed bid auctions. In some cases the U.S. Government is selling things at prices 
so low, you 'd think they were did giving things away. 


FIRST TIME EVER: 
THE COMPLETE GOVERNMENT AUCT ION PACKAGE 
-Aver 30 different Government agencies want you to come to their auctions or 
rus their real estate, many at incredibly low prices. 
Enroll now in this special program and take advantage of fantastic bargains in 
Military Surplus, Real Estate, Electronic Components, Scrap.Metals, Airplanes, . 
Computers, Luxury Automobiles, Yachts, and over ten thousand different types.. 
of merchandise. Excellent export opportunities. Many auctions held throughout 
Europe and the Far East. 
Find out IN ADVANCE about U.S. Government Auctions. | 


PHONE FREE mionn 
. THE ACTION GUIDE TO GOVERNMENT AUCT IONS 
UNITED KiNGDOM 0800-89-1570 UNITED states 1-800-468-5060 








FRANCE 1905-90-2529 GERMANY 0130-81-1397 

swirzERLAND. 046-05-5715 CANADA. 1-800-468-5060 

NETHERLANDS — 06-022-9713 AUSTRALIA 00i 4-800-125-854 : 
BELGIUM 11-8141 | JAPAN. (ttt MS] g 
SWEDEN 020795674 Hone KONG” 7106 
muy — — 167819024 KOREA 8-180! 

Braz — 000-811-926-5586 ISRAEL ' | 
CHILE 00-020-2128 mexico 95-800-248-0299 
‘DENMARK 8001-0270 prunes 800-111-9024 
FINLAND 9800-10048 SINGAPORE | 800-1553 7 
GUATAMALA 099-0050 THAILAND 001-800-1-926-6686 


MASTERCARD ~VISA~ AMERICAN EXPRESS — DINER'S nidi a 
COPYRIGHT © REX PUBLISHING CO. ALL RIGHTS RESERVED. ui 






me ECONOMIST: 


























US TAXATION 









E i US Expatriates 
EE -OFF SH OR E COMPANIE S Resident/Non Resident Aliens 
l iii Sonya Morrison Clark 
T Formation, ‘Nominee, Management, Certified Public reba 
enema Administration Ser- 125 Main St, Westport, CT 06880 









! office facilities. 


ES LTO 
{05) 375000. Fax: o 


Tel: (203) 222-9670 
Fax! 203) ASETO I 





. SOUTH KENSINGTON 


: “bully furnished" Nüxisy one and two bed 2 l 
| apartments, — $ 


Quiet. tree lined. street close to shops, 4 
“restaurants and | tube ‘sation. Vi eo i 
Security u 
l Min one week, £336 to ) £805 pw. Full f 


"info. Tel: 071-225 0184. Fax: 071-225 
A ath Telex: 833095. 












l Specialising tn financial futures and options 

stetig 24 hour trading available (Call for daily 

Updates. in currencies, financials, metals and stock 
l indexes.) 









Pl ar ning Systems 
jin Europe? | 
Ic Consul firm assists — 

in designing reliable PC elena aut 


& LANs in. Europe. Cost control, - 
| technical research, problem solving.| 










hi boat gry our Inmate ond 








local business contacts Worldwide project: planning. Call . 

FOR MORE INFORMATION PLEASE CONTACT: for. free. System Planning Guide: | 
BERLIN CONNECT, inc. Annotext f 

One So bin Ee ee Somes PO. Box 392. Chatham, N 07928 





201) 635-83 


Boca Raton, FL 33487 
B945 





Tel: (40 241-8640. he (407) 99 











Pn WORK 


Learn hiw easy itisto become a Certified. : | 
Professional ‘Consultant (CPC) in your 
own field. Write for free catalogue. ` 


The Consultants Institute | 
Dept EG, 1299 Palm Avenue, | 
Sarasota, FL 34236 USA; — 


als or Soup of up to 
tongue teachers in 








"MIDWEST USA — 


CONVENTION 
-COMPLEX — 


250 acres. 100,000 Sq ft 
facility. Resort region. — 
Administration bldg, 3 homes. 
$1.9 million. —  . 
Ralph K. Helge & Assoc 
201SLakeSt ~ 
Pasadena, CA = — — 
91 101 USA. Fax: 818/440-1795 


A y" OFFICES 
IN THE CENTRE 
OF FLORENCE 


for. sale, historic house magnificently 
located near the: Cathedral, : 





200m? at street level, 520m? for office ices 
and. 150m* for'supporting facilities. 
For further information FAX --39.11. 













REAL EST ATE INVEST MENTS 


us Government Agency has many reol estote investments for P 
“2+, homes, y offices, stores, apartment buildings and businesses. For more . 
information, write: 




















Rosemont, illinois 60018 USA 








. Concurrent with the adjustments and chan An taking place in the Venezuela 
““economicenvironment, Venezuelan Financial Review is a weekly report contai 


ing environmental. protection and pete of the ends onenig ue currer 
"exchange and fluctuations, 













you at the. beautifully refurbished hotel. All | 


| | Place, Regents Park, London NWI 6DS. 





. The lowing surveys are to be published in The . a 
Economist shortly. | 


South Korea 
Western Defence 1 September 

| Environment 8 September 
IMF/World Economy 22 September 
American Insurance 29 September 
California . 13 October | 





Soviet Union 


To place your classified ; advertisement in the 
issue coinciding with any of the above surveys. 
please contact Nicola Rowlinson. Telephone | 
.071-839 7000. Fax: 071-839 4104. Telex: 24344 : 














VENEZUELAN 
FINANCIAL REVIEW 
information from the leading press newspapers and. sources. of. informa 


covering banking, debt reconversion, petroleum, external debt, tourism, softwa 
government policies and decrees, importexport regulations, latest news conce 














Venezuelan. Financial. Review is an Objective: yenot that will keep 3 you: wel 
informed and. prove invaluable in investment decision making. Special studies on 
banking and other specific Subjects are available upon request. - 


For one free sample of the report: (available in English and Spa write to: 


Venezuelan Financial Review 
“ga T3 international. 
6595 NW 36th Street, Suite 109 € 
Miami, Florida 33166 USA 



















A friendly Welcome inn nee service awaits: 







rooms have private facilities, DD telephone, E 
colour TV, and coffee making facilities, andexcel- | 
lent rates include full breakfast. Close to Oxford | 
Street and Regents Park, and only minutes from | 
Baker Street tube station. 172-174 Gloucester 



















18 August 















i 20 October 


























MAPI1 
Software:to create. international maps/ 
charts of your data to enhance your 
analyses. Runs. on IBM/compatible 
. PC's. Send cheque/bank draft for £75 
| CERIS VAT for UK ordets) to: 
DFES, 177 Kensington High Strcet, 
London W8 6SH, United Kingdom. 
Tel: 071-376 2059, Fax: 071-376 0100. 










Sarah Hodge Recruitment Consultants - 
| Need a Top Secretary? 


Call (071) 434-0030 
215-217 Oxford St London WIR 1AH. 
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THE ADAMS HOTEL Our Contaci Magasine 
LONDON E 


























| rdg ed PA Heri nore Land ne medical INFO-SENARIA 
istrict. The | iotel offers luxury at a is tee 

dris pisi qi iin abd bathshower, The right addr ess for 
«colour TV, Gre ial telephone, hairdryer, , n d 
complimentary ea and, coffee, Prices per all sorts of — 
room: single from £58, double from £70 inm ] ! Ti 
gudin AT and vontnuntal breakfast Guecal : ADVERTISEMENTS 
rates for oo nios aría d m POLAND and other 

. For reservations telephone 071-486 0327,. i 
for reservations telephone 071-486 0327 EAST-EUROPEAN 

" : COUNTRIES 





LEARN THE SECRETS ABOUT — 
GETTING A SECOND | 
“FOREIGN PASSPORT! = 
With an extra passport you will enjoy - 
more independence and security. Take 
advantage of foreign opportunities! 
Save on taxes! There are scores of 

] important benefits. | 
< oF Tens of thousands of persons enjoy the f 
advantages of having dual passports! T 


7 |. Fax: xx-49-30-453 32 82 










There is an estimated 

- $50 billion circulating 
in the Islamic banking 

system. These banks 
























join them-—be a citizen of the world. | are keenly seeking 
Send £60 (US$100) postpaid or add £12 | i: 

(US$20) for airmail today and see how opportunities for 
easy it is to get your second passport! If 


not convinced send for free details! - "n vestmen t. 
See iton our money back guarantee! 
Scape Ltd, Box 119, 62 Murray Road, 
Homdean, Hants POS 9JL. Tel: (0705) 
592255. Fax: (0705) 591975. Overseas 
(+44 705). = 


If you want to know 
more, attend 
Venture Capital Financing 
and Islamic Banks Conference 
London 28-29 August 1990. 


|. For further information contact 
- Sue Scott; Conference Coordinator 


THE PARKES | 


ONDON'S LATEST SUITE HOTEL 


























LUXURIOUSLY APPOINTED " boo e! E ii f hia 
HOTEL ROOMS (from) ax: | 1-929 54 iili | 8 ; 
SLEEPS2 £90.00 + VAT 
SUITES (from) CN THE 
SLEEPS 4 £150.00 + VAT ( ) — mumber eight 
INCLUSIVE OF: cs 


HOTEL 


Nesting in the heart of South Kensington this 

Victorian town house offers style, elegance and an 

opportunity fo relax. Four minutes walk from 
Gloucester Road Tube Station or direct Airbus. 


" Sumptuous English buffet 
breakfast 
Colour TV radio 

- Direct dial telephone 

' Hairdryer 









-Hospitality tray/tea/cottee/ Hi, epee £55.95 + VAT 
Hospilaity traytear¢ le fo occupancy — £50.00 + VAT 
chocolate & biscuits —— ee 70.00 1 VAT 

Suite (for 4) £105.00 + VAT 


Extra £17.00 + VAT 

inclusive af s Fair dribrs 

* A delicious buffet English. — * Teaoffechocolate in bed- 
iveaktast | nysm 

x Colour TV, radie x Allroonu width private aedis 

* Direct dia! telephone * Complementary newspapers 


Luxury kitchenette in each suite 
Luxurious appointed bathrooms 
Guestlounge = 
ironing centre/trouser press 
Room safe 


_ 41-43 Beaufort Gardens 


* 
* 
* 
* 
* 

Complimentary newspapers 
* 
* 
* 
* 
* 





Knightsbridge 
1 London SW3 1PW 
- Tel: 071-581 9944. Fax: 071-225 3447 Fax: 071-373 3163 
a Ciassic hotel 





. Telex: 268235 


. IMMIGRATION—CANADA 
One of Canada's largest investment houses offers bank or first mortgage guaranteed 
investments in the Investor-immigrant Program. 

We are leaders in the field of investor-immigration in Canada. Confidentiality is assured. 
Lévesque Beaubien Geoffrion Ine. ^ 

C/O Mr Louis-Lebianc or Mr Stan Siscoe, 1155 Metcalfe, Montreal, Canada H3B 459. 

Telephone 514/879-5576 | Fax 514/879-1015 

. — 914/879 3652 














_ Engineering. contact point for 
technical/commercial relations 
. proposes: 


PROMOTION IN POLAND 


EAST-EUROPEAN COUNTRIES 
Fax: xx-49-30-453 32 82 





ø" LONDON 1". 

Quality serviced apartments offering best value for 
money. Our apartments offer great savings com m 

À pared to hotels. Fully serviced, private bathroom, m 

em kichen, TV, telephone, central heating. elevator. 

E Centrally located in Kensington arta. a 


gm Tourist Board Approved w 
Ashburn Garden Apartments 
gi” , London SW7 406, UK 
















US IMMIGRATION 


Obtain US immigration through purchase of 
secured and weil-rewarding real estate or 
aay a American branch companies, 
etc. ALL MATTERS HANDLED BY A 
LICENSED US ATTORNEY/PhD ECONOMIST. 

Contact: Edward P. Gallagher, Attorney-at- 
Law, PO Box 70302, Washington, DC 20088 
s Tel: (301) 299-7269. Fax: (301) 983- 





~ DIPLOMAT 


2 CHESHAM STREET 
BELGRAVIA 
LONDON SW1X8DT 
Telex: 926679 DIPLMTG — | 
— Fax: 071-259 6153 . 
in exclusive Beigravia within walking distance 
of Harrods. Provides unsurpassed opportuni- 
ty for super accommodation and full English 
breakfast at exceptional value. 
Singie bedroom from £54.95 + VAT 
Double/Twin from £79.95 + VAT 
A LINBAR EXCLUSIVE HOTEL 



































Serviced Apartments 


Ir 3l Missis rin 
APRER VICE DH @Seven day maid service 
I] e Folly equipped kitchens 
| €24hr Reception 

| @ Direct dial telephones 

; € Colour T.V's 

|. Fax/ Telex 

| Secretarial services 

| @Laundry/dry cleaning 

E @ Perfect for families 










wt offer 


refurbished, spacious one, (wo, 


term solution, whether on business or 
vacation. Prices from £60.00 per day. 


SERVICED APARTMENTS LIMITED | 
Dept E, 26 COLLINGHAM GARDENS | 
LONDON SWS5 OHN 

Tel: 071-835 1144 


| Fax: 071-373 9693 Telex: 918395 
















VISITING LONDON ?] 


bedroomed apartments. The long or short jif 


Send for Brochure & Seasonal Offers || 





HOME STUDY COURSE in economics. 
A 10-lesson study that will throw light 
on today's baffling problems. Tuition 
free—small charge for materials. Write 
Henry George Institute, 121 E 30th 
Street, New York, NY 10016, USA. 





IRAQ TRADE SPECIALIST. interna- 
tional Trade Attorney Michele Forzley, 
Esq. Tel: 212-943-0270. Fax: 212-742 
8265. "n 
mnanaa 
2ND PASSPORTOR. LICENCES. 
Special reports. Any country. INI, 26 
Kleomenu Athens 10675 Greece. Fax 
7219080. 


 AMMMBDGHIARUMUAAAETUMIANDHAL AFIN AEAEE EEA 


QUALITY SHIRTS Individually made to 
measure. 300 fabric samples and bro- 
chure. Seymour Shirts, Freepost Dept 
29; Bradford BD1 1BR. Tek 0274 
726520. a uus 





OVERSEAS POSITIONS. Hundre 
top-paying positions. All occupations. 
Free details. Overseas Employment 
Services, Dept EC, PO Box 460, Town 
of Mt Royal, Quebec, Canada H3P 
3C7. 





AUTHORS WANTED 
BY NY PUBLISHER 
Leading subsidy book publisher seeks 
manuscripts of all types, fiction, non- 
fiction, poetry, juvenile, scholarly and 
religious works, etc, New authors wel- 
comed. Send for free booklet. 


S92, Van | Press, 516 W, 34th 
Street, New York NY 10001 USA 








International Investment. Bank- 
| ing firm headquartered in Los 
ei Her seeks association with 
FINANCIAL WHOLESALERS for 


| representation to — investors 
worldwide. | 
Fax USA 213-854 4940. PO Box 


2365, Beverly Hills, CA90213, 
USA. ` 





WILLETT HOTEL 


Telephone 071-824 8415. 

C Fax 071-824 8415 O 
Small character. town house, off Sloane 

' Square. AH modern facilities. Full English 

| breakfast inclusive of very. modest rates. 

A LINBAR EXCLUSIVE HOTEL 


























Readers are 
recommended 


to make appropriate enquiries and 
take appropriate advice before send- 
| ing any money, incurnng any ex- 

-pense or entering into a binding 
Commitment in relation to an adver- 
tisement. The Economist Newspaper 

person for loss or damage incurred 
or. suffered as a result of his/her 

accepting or offering to accept an 
invitation contained in any advertise- 
ment published in The Economist. 











ONOMIC AND FINANCIAL INDICATORS - 


OUTPUT, DEMAND AND JOBS Japan's retail sales grew by 22.2% in the year to April, a distorted 


¿= feflection of the slump in sales in April 1989 following the imposition of a 3% consumption tax. 

— Britain's rate of unemployment stayed at 5.7% in June. French retail sales grew by 0.9% in the 
year to May. Dutch GNP increased by 3.9% in the year to the first quarter; Sweden's cop was 1.9% 
higher over the same period, French industrial output rose by 1.5% in the 12 months to May, while 
Holland's edged 0.396 higher. | 


i% change at annual rate | 
... industrial production GNP/GDP retail sales [volume] unemployment * rate 


(cono 2Mhst— year  3mthst 1year  3mthsf year | latest year ago 
 Australa —— 14  — 24 mw 1 74 























+ 500 + 041 + 14a 6.6 an 8.0 
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PRICES AND WAGES West Germany's producer prices increased by 1.596 in the year to June. 


British workers received a 9.8% pay rise in the year to May—which was not an increase at all after. 


allowing for consumer-price inflation. Italian workers received a pay increase of 6.9% in the year to 
April, Spanish workers an increase of 8.676. in the year to March. Canada's 12-month consumer 
price inflation eased to 4.396 in June, its slowest annual increase for 17 months. 





% change at annual rate — AE Y TI | | 
"E * consumer prices" pou : wholesale prices* wages/earningst 
3 mthst iyer — 3mthst — — 1year 3 mthst 1 year 
Australia 4 70 + 8.6 Feb +68 +66 a +71 +66 m* 
Belgium +30 +30 wm -33 — 08 ie 7100 +35 0° 


Canada + 3.8 +43 we + OF + 03 May + 58 + 5B ax 
























Japan e +57 4 22 Www * 34 + 0.9 sm — 06 +51 my 
; May __ +123 + 86 wa 
Sweden + 9.3 + 98 sun * 26 +34 my #124 -H44 pet | 
Switzerland * 35 + 5O Jun +22 + 44 tm t157 + 36 o"t 
NM +20.1 + 98 wm = + 85 + 6.2 sn F411 + 98 my 
+ 44 +47 Ow 7 7 —20 — 427 m 38 41 


Songs ry cars c e ei earings: pn and and monty earings; oun, Carada, Sweden and USA, mor 
m PURCHASING POWER PARITY Which is 
the richest country in the world? Using- 
market exchange rates, Switzerland has the 
world's highest income per person. Its GDP 
per head is 25% higher than America's, 
which in turn is more than double Spain's. 
But market exchange rates are misleading: 
they often do not reflect differences in the 
cost of living between countries. If a pur- r 
chasing power parity (PPP) exchange rate is 
used (one that equalizes the cost of a basket 

3f goods in different countries), America has - 
he highest income per head; Canada is 
second, and Switzerland drops to third 
lace. While, using market exchange rates, 
he Japanese are richer than the Americans, 

n PPP terms their income per head is 24% 
oer. 































Eg COMMODITY PRICE INDEX 
| A slump in world demand 
" ' for wool meant that Austra-- 
la's wool stocks grew from less than’ 

200,000 bales to a record 3m bales last | 

season. The Australian Wool Corporation -| 
has lowered the floor price for wool by 2096. 
World cotton stocks, by contrast, are the ; 
lowest for seven years. Consumption has. 
outstripped production for the past four- 
Seasons to reach a record 86m bales. Earlier 
this year jute prices were at a five-year high, 
after poor crops in India and Bangladesh. 
Now India is set to harvest a bumper crop 
and prices have fallen. 


















































1985—100 à % change on 
Jud7 Jul24f one one 
2 2 month — year 
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Food 956 95.1 —28 —84 


















Food 876 66.8 — 76 --184 
industrials 
All ^ 110.5 10908 .— 36  -—142 
Nfa dt 99.2 971 -— 69  —115 
Metals 118.4 118.8 — 17  —157 
Aui m ——————MM— MÀ 
SDR index 
Aii items 95.2 945 —27  -—113 
Food 72.3 71.4 — 52  Á—139 
ne nnn ee i MALA 
industriais 
Ai 118.1 117.5 —12 — 96 
Nia t 106.0 103.9 — 45 — 67 
‘Metals 126.6 127.1 *08 —112. 
——————— tN A NR 
Gold 
$ per oz 361.25 — 36900 +455 -— 07 
EE n du RR... RI aS m 2 
Crude oli North Sea Brent iss 
$ per barrel 18.30 19.58 +21.8 +119. 
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$ Provisional tt Non-food agriculturals 































WORLD BOURSES Fears of higher interestrates drove Tokyo below 32,000 ; -a fall of 4496 on the 
week. Wall Street fell by 1.996 on Monday, after poor company results, and lost 2.696 on the week. 


Zurich dropped 3.096. Hongkong edged to a post-crash high: The world index fell by 2.896. — . 


-on government bonds depends on move- 
- ments in their price and on the interest they 





















- earn. Since the beginning of the year Swiss | Stock price indices % Change on 
bonds have been the best buy in dollar Jul 24 lius | vem one — record 31/12/89 
- terms. They earned a total return of 7.3% in ` high is we D e o. — DU 
















































































the Six months 9 June; but the Swiss franc | Australia 16870 17137 143345 —23 ~ 12  -312 ~—38 ~— 44 
rose by 8% against the dollar over the Same | Begum ^ 63121 65994 55682 +04 18 77497 9 eT T a0 
period, and in local-currency terms the | Canada 3547.6 4009.5 3334.2 —18  - 80  -137  —106 | —104 
return on Swiss bonds fell by 1.6%. Mea- | France 531.0 564.6 482.9 —14 4.72  -—60 — 41 +22 — 
 suredintheirown currency only two govern- | W.Germany — 23559 24140 ^ 21515 —Q01 4237  —24 +76 +124 
ment bonds earned a positive return, Of | Holland i995 — 2063 184.2 -14  — 01 4-52  -—18 + 3.1 
these Australia’s performed best; they | Hongkong 3495.9 3559.9 2738.2 709 4389  -115 +232 +239 
l gained 3.696, mainly thanks to their high italy 7206.8 763.5 646.7 ~ 13 + 95 200 *57 +13.2 
yields (currently at 14.396). Japan's bonds Seas TBI ET US 24 E z a 33 7 E ee Ai E 
had the lowest return during the period in | South amica 29770 3211.0 2794.0 +04 +103  —73 +67  -—9t 
both local-currency and dollar terms. Japa- | Spain 306 3097 2482 — 24 — Q2  -— 83 +16 +118 | 
nese bond prices have fallen this year | Sweden 13082 13299 1127.2 —12 ¥ 14  —49 +34 +85 | 
because of concern over the yen and uncer- | Switzerland — — $8098 8455 7378 Z230 4 81  - 42 465 +194 - 
tainty over monetary policy. UK 23609 24637 210344 - 22 + 40 - 26 -139 
| | USA 2922.3 2999.8 2543.2 — 28 +131 -26 + 61 + 64 
. Worldt 524.2 5710 468.3 —28  - 04 ~82  -76 — 76 


Disan sae koh nee ni 
Morgan Stanley Capital International ¢Converted at financial rate 


MONEY AND INTEREST RATES The growth in Japan's broad money slowed to 12.696 in the year 

to June. Both broad and narrow measures of Britain's money slowed over the same period: Mo grew 

by 6.596, M4 by 16.896. Australian banks cut their prime lending rate by half a point, to 18.2596. 
/ — Money supplyt Interest rates % p.a. (Tuesday, except bonds which are previous Friday | 








% rise on year ago Money market Commercial banks ^ Bond yields Eurocurrency 
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|. [Ml]. . . lending 3months long-term 
Australia + 24 +168 my 1805 — 1472 ^ 1825 ^ 1472 14.0 — 13.18 14.31 1465 
Beigum — 4 55 +940 9.50 $930 1325 9.25 854  —— 953 9.38 — 9.63 
Canada — — 19 4 98 mm 13960 1340 1475 1340 —— 1071 — 1152 1325 1241 
France +55 +54 » 10.00 969 ^ 1050 à 994 956 10.27 988 981 
W. Germany + 4.1 — + 39 my — 800 ^ 815 1050 7.42 870 ^ 870 825 8,70 
Holland +39 147 aw 7.69 ^ 820 1025 820 873 9.27 825 8.91 
italy +97 +10.0 ar — 1150 — 1188 13.00 na 1137 1170 11.25 — 12.37 
Japan t 28 +126 s č 741 — 704 713 363 746 7% 769 7.20 
Spain 1253 4 88 » 1467 1503 1625 7.25 1325 1337 ^ 1459 1330 
Sweden na + 8&6 wy 1225 1285 13.50 — 12.68 13.10 — 1412 1225 13.18 
Switzerland — 7.4 + 27 x 875 ^ 881 10.88 —— 8.06 607 669 8.88  — 669 
UK +65 +168 a 1425 14.94 1600 14.94 1123 1251 14.97 12.59 


USA +46 + 18 an 8.00 7.90 10.00 7.98 8.54 9.28 8.07 8.91 
Other key rates in London 3-mth Treasury Bills 14.396, 7-day interbank 14.9%, clearing banks’ 7-day notice 4.0%. MÀ 
rates (Libor): 3 mths 8.0%, 6 mths 8.0%. | l " 
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WT except UK MG: M3 except Belgium, Holland, aly and Sweden M2, Japan M2 plus COs, Spain Nate iui assels, UK Ma. Definitions of interest rates quoted - 
available on request. Sources: Banco Bilbao Vizcaya, Chase Manhattan, Banque de Commerce (Belgium), Credit Lyonnais, Credit Lyonnais Bank Nederland, Svenska 
Handelsbanken, Westpac Banking Corp, CSFB, The WEFA Group. These rates cannot be construed as offers by these banks. — | | 
























. TRADE, EXCHANGE RATES AND RESERVES Britain's visible-trade deficit widened slightly to $2.7 billion in June; its 12-month deficit narrowed to 
- $34.1 billion, and its current-account deficit fell to $31.6 billion over the same period. France’s visible-trade deficit increased to $1.0 billion in May. 
| Holland's current-account surplus rose to $8.3 billion in the year to the: first quarter of 1990. 















trade balancet ‘current rade-weightedtt currency units per $ currency units foreign reservestt 
latest latest 12 balance $bn . 
month months — latest 12 mths latest year ago latest | year ago per £ — perSDR pereca — May year ago 
1.05 | 7 — 159 May 89.6 86.5 q27 i8 232 . 147 160 1343 122 
1110 106.2 33.4 39.7 60.9 451 426 109 9.6 
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W.Germany + 620 wy — 750 + 54.2 Mw 183  . 1133 162 189 296 . Bi 626 $53 
Holland +050 w + 33 + 830 1141 — 1105 1.82 214 — 833 249 |.233 = 1722 . 153 
May ——  — 175 mwy — 125 — 109 o 1014 998 1186 1365 2162 1614 ^ 1514 — 584 ^ 394 
Japan ^ 4 330 wy +636 + 46.3 May 1220 1376 148 143 271  . 200 189 . 738  . 948 
Spain — 230 uw  -— 289  - 12.7 may 110.6 103.5 99.4 119 ^ 18 135 127 424 384 
Sweden + 066 à + 29 — 63 My 94.1 061 ^ 3590 648 108 799 752 130* — 82 
Switzerland — 058 wy ~ 70 + 590m 113.4. 107.7 LONE 188 476 č 20.3 
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The Economist Guides... 





! he ultimate insiders’ guides for business and 
other demanding travellers. For those who 
take pride in planning every trip for 
maximum success and pleasure; for those who need to 
understand the political, economic, financial and social 
background of the countries they visit; for everyone 
wanting to operate as efficiently abroad as at home, The 
Economist Guides offer a unique combination of 
practical detail and sophisticated comment. 

Here the discerning traveller will find which hotels to 
stay at and why; where to eat and why; and what to see 
.. and do when leisure time is short. All travellers will 
B benefit from the comprehensive, up-to-date basic 
information on essentials such as local transport, airport 
facilities, currency, climate, holidays, communications, 
health care, shopping, and eating and drinking. 

Sophisticated and stylish, concise, practical and clearly 
structured for easy reference, The Economist Guides 
are a must for everyone involved in today’s international 
business world. 

The top people's guides cover: 

* Business practice * Etiquette * Finance * Politics * 
Hotels * Restaurants * Sightseeing * Fitness € Local 
business services and resources * Airports * 
Communications * Maps. 

The highly acclaimed series covers: Britain, China, 
France, Germany, Italy, Japan, SE Asia, United States, 
USSR. 

The Europe City Travel Guide summarises vital 
information on hotels, restaurants, and entertainment in 
ll 33 major cities in Europe. 
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Price: UK £13.95; ex UK £17.50 Extensively Revised! Extensively Revised! [] United States New Edition - 
Europe City Travel Guide published 1989 C] China New Edition — O Italy New Title! Extensively Revised! 
| Price: UK £15.50; ex UK £21.50 [] France New Edition — [] Japan New Edition — LI USSR New Title! 
.|. All prices include postage Extensively Revised! Extensively Revised! L] Europe City Travel Guide 
Name Mr/Mrs/Ms PAYMENT 
» D] E enclose a cheque for £ 
Position payable to The Economist Ne ewspaper Limited 
Company L1 I do not wish to receive promctional material from other companies 
Address O Please proforma invoice me 








Nature of Business 





ETGSC 





Darme ee No. 





D — Th e : 23 | Please send your order with payment to: 
S RS Marston Book Services, PO Box 87, Osney Mead, 
c onomis b Oxford OX2 ODT, United Kingdom. 








[.] Britain New Edition — O Germany New Edition — CI S E Asia New Edition 


- Tel: UK: 0865 791155 Rest of World: 44 865 791155 
BES Fax: UK: 0865 791927 Rest of World: 44 865 791927 


: aed Registered office: 25 &. James's Street, bandos sw 1A IHG. Registered number 1775871. The Economist Group is registered in the UK under the Data Protection Act 198%, 



































UNITED 
STATES 





RE aR: OURE CENE BERIO. LERE 6a BRRR SESPCSUPS CURRAS MOSSAS SA ORDRES PAE 


[.] Please charge £ to my LJ Visa L] Access O American Express 





EISE ELE T Eb Sumber 


Expiry Date == Sigaature 
To order by credit card please call: 
UK 0865 791155 Rest of World: 44 865 791155. 





The Economist Guides are published by The Economist Books/Hutchinson and are | Kos 


available from all good bookshops. 


Local Editions are available from Prentice Hall (USA, in English), Handelsblatt (German) i n 


Streiffert (Swedish), Rostrum (Holland, in English), L’Expansion-InterEditions (French), 
Sperling and Kupfer (Italian), Deusto Spanish) and Kadokawa Shoten (Japanese). 







20,2 mph (515,3 km/h): the 
GV Atlantique holds the 
orid rail speed record. 

REC ALSTHOM is a world 

pader in railway equipment. 

BEC ALSTHOM is constantly 
inning the race against time 
nd space worldwide. 

hanks to a unique 
ombination of skills, 

EC ALSTHOM is able to 
provide its customers with 
he most sophisticated rail 
ransport systems. From 


olling stock to signalling 


levices: high speed trains, 


lectric of diesel locomotives, 
ass transit and metro 

rains, light rail vehicles 

automatically or manually 

driven. And all the automatic 
bperation and traffic control 
bquipment to allow quicker 
and safer travel. 

Shortening distances, 
arnessing energy, bringing 
ontinents closer, 

EC ALSTHOM's fields of 
activity include: Power 
generation, transmission and 
distribution. Transport and 

hipbuilding. Fluid control. 

Robotics and new materials. 

GEC ALSTHOM is 80,000 

people around the world. 

Annual sales of $9 billion. 

Leading edge technology as 

a daily reality. Respect for the 

environment as a prime 

consideration. 

GEC ALSTHOM wants to 

make an even greater 

contribution to satisfying two 
fundamental human needs: 


energy and transport. 
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BETWEEN PEOPLE 


ARE SO GREAT. 


BUT EVERYONE 


WHO BREAKS 
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To MAKE THEM 





YOUR NEW BASE FOR WORLD MARKETS 


Dubai's Jebel Ali Free Zone has now made it easy 
for international companies to set up trading and 
industrial bases in the Middle East. 


Corporations such as Black & Decker, Caltex, 
McDermott, Mitsubishi Motors, Shell, Sony and 
Union Carbide have already taken advantage of these 


exciting trade freedoms and benefits unique to Jebel Ali. 


Just look at these advantages. 

a 100° foreign ownership 

s Unlimited transfer of profit and capital 

a No corporate'taxes for a minimum of 15 years 


a No personal income taxes 

B No import duties/export taxes 
B No sponsorship restrictions 

e Unlimited cheap energy 


With superb facilities including an extensive 
infrastructure, state-of-the-art communications 
accommodation, hotels, hospitals, security and even 
modern amenity, this 100 sq. km business opportuni 
is your new frontier for world markets 


To find out about thesėé freedoms contact: 


Jebel Ali Free 


Zone Authority 


THE PRIDE OF DUBAI 
Marketing Dept. No. 08, P.O. Box 3258, Dubai, Tel: 084-56578, Telex: 47398 PAJA EM, Fax: 084-560: 





